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Filing 
Requirement 

KRS 278.180 
807 KAR 5:001 
Section 8 (1) 

807 KAR 5:001 
Section 8 (2) 
807 KAR 5:00 1 
Section 10 
(1 1) 
807 KAR 5:00 1 
Section 10 
( 1 )(b)(2) 
807 KAR 5.001 
Section 10 
(l)(b)(3) and (5) 

807 IL4R 5:001 
Section 10 
( 1 )(b)(4) 

Description 

30 days' notice of rates to PSC. 
Full name and P.O. address of applicant and 
reference to the particular provision of law 
requiring PSC approval. 
The original and 10 copies of application plus 
copy for anyone named as interested party. 
Reason adjustment is required. 

Statement that utility's annual reports, including 
the most recent calendar year, are filed with PSC. 
807 KAR 5:006, Section 3 (1). 
If utility is incorporated, certified copy of articles 
of incorporation and amendments or out of state 
documents of similar import. If they have already 
been filed with PSC refer to the style and case 
number of the prior proceeding and file a 
certificate of good standing or authorization dated 
within 60 days of date application filed. 
If applicant is limited partnership, certified copy of 
limited partnership agreement. If agreement filed 
with PSC refer to style and case number of prior 
proceeding and file a certificate of good standing 
or authorization dated within 60 days of date 
application filed. 

Sponsoring 
Witness 

Sandra P. Meyer 
Sandra P. Meyer 

Sandra P. Meyer 

Paul G. Smith 

Dwight L. Jacobs 

Sandra P. Meyer 

Sandra P. Meyer 

Sandra P Meyer 
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15 

16 

17 

18 

19 

20 

21 

22 

807 KAR 5:00 1 
Section 10 (4)(c) 

807 KAR 5:001 
Section 10 (4)(d) 

807 KAR 5:001 
Section 10 (4)(e) 

807 KAR 51001 
Section 10 (4)(f) 

807 KAR 5:00 1 
Section 10 (5) 

807 KAR 5:00 1 
Section 10 (8)(a) 
807 KAR 5:001 
Section I0 (8)(b) 

807 KAR 5:001 
Section 10 (8)(c) 

filed with the commission. 
Except for sewer utilities, applicants with more 
than twenty (20) customers affected by the 
proposed general rate ad'justment shall give the 
required notice by one (1) of the following 
methods: 
1. A typewritten notice mailed to all customers 

no later than the date the application is filed 
with the commission; 

2. Publishing the notice in a trade publication or 
newsletter which is mailed to all customers no 
later than the date on which the application is 
filed with the commission; or 

3.  Publishing the notice once a week for three (3) 
consecutive weeks in a prominent manner in a 
newspaper of general circulation in the utility's 
service area, the first publication to be made 
within seven (7) days of the filing of the 
application with the commission. 

If notice is published, an affidavit from the 
publisher verifying that the notice was published, 
including the dates of the publication with an 
attached copy of the published notice, shall be 
filed with the Commission no later than forty-five 
(45) days of the filed date of the application. 
If notice is mailed, a written statement signed by 
the utility's chief officer in charge of Kentucky 
operations verifying the notice was mailed shall be 
filed with the Commission no later than thirty (30) 
days of the filed date of the application. 
All utilities, in addition to the above notification, 
shall post a sample copy of the required 
notification at their place of business no later than 
the date on which the application is filed which 
shall remain posted until the commission has 
finally determined the utility's rates. 
Notice of hearing scheduled by the commission 
upon application by a utility for a general 
adjustment in rates shall be advertised by the 
utility by newspaper publication in the areas that 
will be affected in compliance with KRS 424.300. 
Financial data for forecasted period presented as 
pro forma adjustments to base period. 
Forecasted adjustments shall be limited to the 12 
months immediately following the suspension 
period. 
Capitalization and net investment rate base shall 
be based on a 13 month average for the forecasted 

Sandra P. Meyer 

Sandra P. Meyer 

Sandra P. Meyer 

Sandra P. Meyer 

Sandra P. Meyer 

William Don Wathen, Jr. 

William Don Wathen, Jr. 

William Don Wathen, Jr. 
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807 KAR 5:00 1 
Section 10 (8)(d) 

Tab 
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23 

24 

2 5 

26 

27 

28 

29 

30 

3 1 

Description 

After an application based on a forecasted test 
period is filed, there shall be no revisions to the 
forecast, except for the correction of mathematical 
errors, unless such revisions reflect statutory or 
regulatory enactments that could not, with 
reasonable diligence, have been included in the 
forecast on the date it was filed. There shall be no 
revisions filed within thirty (30) days of a 

Sponsoring 
Witness 

William Don Wathen, Jr. 

807 KAR 5:001 

William Dun Wathen, Jr. 

- - .  - 
scheduled hearing on the rate application. 
The commission may require the utility to prepare I William Don Wathen, Jr. 

Section 10 (8)(e) 

807 KAR 5:001 
Section 10 (8)(f) 
807 KAR 5:001 
Section 10 (9)(a) 

All witnesses 

an alternative forecast based on a reasonable 
number of changes in the variables, assumptions, 
and other factors used as the basis for the utility's 
forecast. 
Reconciliation of rate base and capital used to 
determine revenue requirements. 
Prepared testimony of each witness supporting its 
application including testimony from chief officer 
in charge of Kentucky operations on the existing 
programs to achieve improvements in efficiency 
and productivity, including an explanation of the 

I purpose of the program. 
807 KAR 5:001 1 Most recent capital construction budget containing I Jim L. Stanley 
Section 10 (9)(b) 

807 KAR 5:001 
Section 10 (9)(c) 

at minimum 3 year forecast of construction 
expenditures. 
Complete description, which may be in prefiled 
testimony form, of all factors used to prepare 
forecast period. All econometric models, 
variables, assumptions, escalation factors, 
contingency provisions, and changes in activity 
levels shall be quantified, explained, and properly 

] supported. 
807 KAR 5:001 1 Annual and monthly budget for the 12 months 
Section 10 (9)(d) 

807 KAR 5:001 
Section 10 (9)(e) 

preceding filing date, base period and forecasted 
period. 
Attestation signed by utility's chief officer in 
charge of Kentucky operations providing: 
1. That forecast is reasonable, reliable, made in 

good faith and that all basic assumptions used 
have been identified and justified; and 

2. That forecast contains same assumptions and 
methodologies used in forecast prepared for use 
by management, or an identification and 
explanation for any differences; and 

3. That productivity and efficiency gains are 

John J. Roebel 

Brian P. Davey 

Brian P. Davey 

Sandra P. Meyer 

Section 10 (9)(f) 

included in the forecast. 

5% or more of annual construction budget within 3 
year forecast, following information shall be filed: 
1. Date project began or estimated starting date; 

807 KAR 5:001 1 For each major construction project constituting 
John J. Roebel 
Jim L. Stanley 
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Filing 
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1 1 33 1 807 KAR 5:001 

I Section 10 (9)(i) 
1 1 35 1 807 KAR 5:001 

I I Section 10 (9)(k) 
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7 Section 10 (9)(1) 

Description I Sponsoring I 
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36 
Section 10 (9)(i) 
807 KAR 5:001 

3. Total estimated cost of construction by year 
exclusive and inclusive of Allowance for Funds 
IJsed During construction ("AFLJDC") or 
Interest During construction Credit; and 

4. Most recent available total costs incurred 
exclusive and inclusive of AFIJDC or Interest 

2. Estimated completion date; 

During Construction Credit. 
For all construction prqjects constituting less than 

Witness 

5% of annual construction budget within 3 year 
forecast, file aggregate of information requested in 
paragraph ( f )  3 and 4 of this subsection. 
Financial forecast for each of 3 forecasted years 
included in capital construction budget supported 
by underlying assumptions made in projecting 
results of operations and including the following 
information: 
1. Operating income statement (exclusive of 

dividends per share or earnings per share), 
2. Balance sheet; 
3. Statement of cash flows; 
4. Revenue requirements necessary to support the 

forecasted rate of return; 
5. Load forecast including energy and demand 

(electric); 
6. Access line forecast (telephone); 
7. Mix of generation (electric); 
8. Mix of gas supply (gas); 
9. Employee level; 
l0.Labor cost changes; 
1 1 .Capital structure requirements; 
12.Rate base; 
13.Gallons of water prqjected to be sold (water); 
14.Customer forecast (gas, water); 
1 S.MCF sales forecasts (gas); 
16.Toll and access forecast of number of calls and 

number of minutes (telephone); and 
17.A detailed explanation of any other information 

provided. 
Most recent FERC or FCC audit reports. 

Jim L. Stanley 
John J. Roebel 

Brian P. Davey 
Lynn J. Good I 

#6, #13, #16 & #I7 
Not spplicable 

Dwight L. Jacobs 

Prospectuses of most recent stock or bond 
offerings. 
Most recent FERC Form 1 (electric), FERC Form 
2 (gas), or the Automated Reporting Management 
Information System Report (telephone) and PSC 
Form T (telephone). 
Annual report to shareholders or members and 
statistical supplements for the most recent 5 years 
prior to application filing date. 

Lynn J. Good 

Dwight L. Jacobs 

Dwight L,. Jacobs 
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38 807 KAR 5100 1 

40 807 KAR 5:001 
Section 10 (9)(0) i 
Section 10 (9)(m) 

39 807 KAR St00 1 
Section I0 (9)(n) 

4 1 1 807 KAR 5:001 

Description 

Current chart of accounts if more detailed than 

Section 10 (9)(p) 

Sponsoring 
Witness 

Dwight L. Jacobs 
Uniform System of Accounts charts. 
Latest 12 months of the monthly managerial 
reports providing financial results of operations in 

T - p a G G -  
Section 10 (9)(q) 

- 

Brian P. Davey 

I 
43 1 807 KAR S:00 1 

Section 10 (9)(r) 

Section 10 (9)(s) 

45 807 KAR 5:00 1 
Section 10 (9)(t) 

comparison to forecast. 
Complete monthly budget variance reports, with I Brian P. Davey 
narrative explanations, for the 12 months prior to I 
base period, each month of base period, and 1 

quarters. 
Independent auditor's annual opinion report, with I Dwight L. Jacobs 

subsequent months, as available. 
SEC's annual report for most recent 2 years, Form 
10-Ks and any Form 8-Ks issued during prior 2 
years and any Form 1 0-Qs issued during past 6 

any written communication which indicates the I 

Dwight L. Jacobs 

existence of a material weakness in internal I 
controls. 
Quarterly reports to the stockholders for the most 

software, programs, and models used to develop I 

Dwight L. Jacobs 
recent 5 quarters. 
Summary of latest depreciation study with 
schedules itemized by ma.jor. plant accounts, 
except that telecommunications utilities adopting 
PSC's average depreciation rates shall identify 
current and base period depreciation rates used by 
major plant accounts. If information has been 
filed in another PSC case, refer to that case's 
number and style. 
List all commercial or in-house computer 

schedules and work papers associated with 1 

John J. Spanos 

William Don Wathen, Jr. 

application. Include each software, program, or 
model; its use; identify the supplier of each; briefly 
describe software, program, or model; I 
specifications for computer hardware and I 
operating system required to run program 





The Union Light, Heat and Power Company 
d/b/a Duke Energy Kentucky 

Case No. 2006-00172 
Forecasted Test Period Filing Requirements 

Table of Contents 

Filing 

# Tab / Requirement 

Section 10 (9)(u) 

Section 10 (9)(v) 

I Section I0 (lO)(a) 
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Section 10 
( 10)(b) 

807 KAR 5:00 1 
Section 10 (9)(w) 

Section 10 (1 0)(c) 

Description 

If utility had any amounts charged or allocated to 
it by affiliate or general or home office or paid any 
monies to affiliate or general or home office 
during the base period or during previous 3 
calendar years, file: 
1. Detailed description of method of calculation 

and amounts allocated or charged to utility by 
affiliate or general or home office for each 
allocation or payment; 

2. method and amounts allocated during base 
period and method and estimated amounts to be 
allocated during forecasted test period; 

3. Explain how allocator for both base and 
forecasted test period was determined; and 

4. All facts relied upon, including other regulatory 
approval, to demonstrate that each amount 
charged, allocated or paid during base period is 
reasonable. 

If gas, electric or water utility with annual gross 
revenues greater than $5,000,000, cost of service 
study based on methodology generally accepted in 
industry and based on current and reliable data 
kom single time period. 
Local exchange carriers with fewer than 50,000 
access lines need not file cost of service studies, 
except as specifically directed by PSC. Local 
exchange carriers with more than 50,000 access 
lines shall file: 
1. Jurisdictional separations study consistent with 

Part 36 of the FCC's rules and regulations; and 
2. Service specific cost studies supporting pricing 

of services generating annual revenue greater 
than $1,000,000 except local exchange access: 
a. Based on current and reliable data from 

single time period, and 
b. Using generally recognized fully 

allocated, embedded, or incremental cost 
principles. 

Jurisdictional financial summary for both base and 
forecasted periods detailing how utility derived 
amount of requested revenue increase. 
Jurisdictional rate base summary for both base and 
forecasted periods with supporting schedules 
which include detailed analyses of each 
component of the rate base. 
Jurisdictional operating income summary for both 
base and forecasted periods with supporting 
schedules which provide breakdowns by major 
account group and by individual account. 

Sponsoring 
Witness 

Carol E. Shrum 

Paul i.'. Ochsner 

Not applicable 

William Don Wathen, Jr. 

William Don Wathen, Jr. 

William Don Wathen, Jr. 
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Summary ofjurisdictional adjustments to 
operating income by major account with 
supporting schedules for individual ad,justments 

10 1 53 1 807 KAR 5:001 I Jurisdictional federal and state income tax 

I ofjurisdictional income taxes. 
10 1 5 4  1 807 KAR 5:001 I Summary schedules for both base and forecasted I William Don Wathen, Jr. 

Sponsoring 
Witness 

William Don Wathen, Jr. 

Tab 
# 

52  

Keith G. Butler 

Section 10 (I O)(f) 

Filing 
Requirement 

807 KAR 5100 1 
Section 10 
(1 0)(d) 

periods (utility may also provide summary 
segregating items it proposes to recover in rates) of 
organization membership dues; initiation fees; 
expenditures for country club; charitable 
contributions; marketing, sales, and advertising; 
professional services; civic and political activities; 
employee parties and outings; employee gifts; and 

( rate cases. 
10 1 55 1 807 I U R  5:001 I Analyses of payroll costs including schedules for I William Don Wathen, Jr. 

Section 10 wages and salaries, employee benefits, payroll 
taxes, straight time and overtime hours, and I 

807 KAR 5:OO I 
Section 10 (1 0)(i) 

10 

807 KAR 5:001 
Section 10 ( 1 O)(j) 

5 6  

807 KAR 5:00 1 
Section 10 
( 1 O)(k) 
807 KAR 5:001 

807 KAR 5:00 1 
Section 10 

Section 10 (1 0)(1) 
807 KAR 5:001 
Section 10 
(10)tm) 
807 KAR 5:00 1 

Comparative income statements (exclusive of 
dividends per share or earnings per share), revenue 
statistics and sales statistics for 5 calendar years 
prior to application filing date, base period, 
forecasted period, and 2 calendar years beyond 

executive compensation by title. 
Computation of gross revenue conversion factor 
for forecasted period. 

forecast period. 
Cost of capital summary for both base and 

William Don Wathen, Jr. 

forecastek periods with supporting schedules 
providing details on each component of the capital 
structure. 
Comparative financial data and earnings measures 
for the 10 most recent calendar years, base period, 
and forecast period. 
Narrative description and explanation of all 
proposed tariff changes. 
Revenue summary for both base and forecasted 
periods with supporting schedules which provide 
detailed billing analyses for all customer classes. 
Typical bill comparison under present and 

Briar1 P. Davey 

Lynn J. Good 

Brian P. Davey 

Jeffrey R. Bailey 

Jeffrey R. Bailey 

Jeffrey R. Bailey 

I I I Section 10 I proposed rates for all customer classes. I I 
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807 KAR 5:00 1 

I Description I 
Amount of change requested in dollar amounts and 
percentage for each customer classification to 
which change will apply. 
a. Present and proposed rates for each customer 

class to which change would apply. 
b. Electric, gas, water and sewer utilities-the effect 

upon average bill for each customer class to 
which change would apply. 

c. Local exchange companies-include effect upon 
average bill for each customer class for change 

Sponsoring 
Witness 

Jeffrey R. Bailey 

10 

Section 6(1) 

Section 6(2) 
807 KAR 5:001 
Section 6(3) 

10 

807 KAR 5:00 1 
Section 6(4) 

64 

65 

807 KAR 5:00 1 
Section 10 

Amount and kinds of stock issued and outstanding. 

I together with any sinking h n d  provisions. 
807 KAR 5:00 1 1 Amount of bonds authorized, and amount issued, 

(4)(c)(d)(e)(f) 
807 KAR 5:001 

Lynn J. Good 

Terms of preference of preferred stock whether 
cumulative or participating, or on dividends or 
assets or otherwise. 
Brief description of each mortgage on property of 
applicant, giving date of execution, name of 
mortgagor, name of mortgagee, or tnlstee, amount 
of indebtedness authorized to be secured thereby, 
and the amount of indebtedness actually secured, 

Section 6(5) 

- 
in basic local service. 

If copy of public notice included, did it meet 
requirements? 

Lynn J. Good 

Lynn J. Good 

giving the name of the public utility which issued 
the same, describing each class separately, and 
giving date of issue, face value, rate of interest, 
date of maturity and how secured, together with 
amount of interest paid thereon during the last 

Sandra P. Meyer 

Amount and kinds of stock authorized. 

I fiscal year. 
807 KAR i:00 1 I Each note outstanding, giving date of issue, 

Lynn J. Good 

Section 6(6) amount, date of maturity, rate of interest, in whose 
favor, together with amount of interest paid 

Lynn J. Good 

Lynn J. Good 

10 

10 

10 

7 1 

72 

73 

807 KAR 5:00 1 
Section 6(7) 

807 KAR 5:001 
Section 6(8) 

807 KAR 5:001 
Section 6(9) 

thereon during the last fiscal year. 
Other indebtedness, giving same by classes and 
describing security, if any, with a brief statement 
of the devolution or assumption of any portion of 
such indebtedness upon or by person or 
corporation if the original liability has been 
transferred, together with amount of interest paid 
thereon during the last fiscal year. 
Rate and amount of dividends paid during the five 
(5) previous fiscal years, and the amount of capital 
stock on which dividends were paid each year. 
Detailed income statement and balance sheet. 

Lynn J. Good 

Lynn J. Good 

William Don Wathen, Jr. 

- 
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Filing 
Requirement 

807 KAR 5:00 1 
Sction I O(10) (a) 
through (k) 
807KARS:OOI Schedule Book (Schedules L-N) 

I 

Testimony (Volume 2 of 2) 

Various 

Work papers 
Testimony (Volume 1 of 2) 

Description 

Schedule Book (Schedules A-K) 

Various 

I 1 Section l(7) 1 

Sponsoring 
Witness 
Various 

16 
17 

- 
- 

Section 10(9)(a) 
KRS 278.2205(6) 
807 KAR 5:056 

Cost Allocation Manual 
Coal Contracts 





COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF THE ADJUSTMENT 
OF ELECTRIC RATES OF THE TJNION 

LIGHT, HEAT AND POWER COMPANY 
D/B/A DTJKE ENERGY KENTUCKY 

CASE NO. 2006- 00 1 72 

FIL,ING REQTJIREMENTS 

VOLUME 6 





SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549 

CURRENT REPORT PURSUANT 
TO SECTION 13 OR 15(d) OF THE 

SECURITIES EXCHANGE ACT OF 1934 

Date of report (Date of earliest event reported): March 7,2006 

THE UNION LIGHT, HEAT AND POWER COMPANY 
(Exact Name of Registrant as Specified in Its Charter) 

Commission 
File Number 

2-7793 

Registrant, State of Incorporation, 
Address and Telephone Number 

THE UNION LIGHT, HEAT AND POWER COMPANY 
(a Kentucky corporation) 

139 East Fourth Street 
Cincinnati, Ohio 45052 

(513) 421-9500 

I.R.S. Employer 
Identification No. 

31-0473080 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant 
under any of the following provisions: 

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b)) 

Pre-commencement communications pursuant to Rule 13e4(c) under the Exchange Act (17 CFR 240.13~4(c)) 



Item 1.01. Entry into a Material Definitive Agreement 

On March 7,2006, The Union Light, Heat and Power Company entered into a Purchase Agreement (the "Purchase 
Agreement") pursuant to which the registrant agreed to issue and sell $50,000,000 aggregate principal amount of its 5.75% 
Debentures due 2016 (Series A), together with $65,000,000 aggregate principal amount of its 6.2% Debentures due 2036 (Series B), 
with each series to be issued pursuant to the provisions of the Indenture, dated as of December 1,2004, between the registrant and 
Deutsche Bank Trust Company Americas, as Trustee (the "Trustee"), as supplemented by the First Supplemental Indenture dated as of 
March 7, 2006, between the registrant and the Trustee. The registrant agreed to sell the principal amount of the Debentures to the 
Initial Purchasers (as such term is defined in the Purchase Agreement) at a price of 99.290% of their principal amount for Series A and 
a price of 98.559% of their principal amount for Series B. The Purchase Agreement contains customary representations and 
warranties, indemnification provisions and closirlg conditions. 

The disclosure in this Item 1 .O1 is qualified in its entirely by the provisions of the Purchase Agreement, which is attached 
hereto as Exhibit 10.1 and incorporated herein by reference. The closing of the issuance of the Debentures occurred on March 10, 
2006. 

Item 2.03. Creation of a Direct Financial Obligation 

See Item 1.01 above. 

Item 9.01. Financial Statements and Exhibits 

(d) Exhibits 

10.1 Purchase Agreement in connection with The Union Light, Heat and Power Company's issuance and sale of 
$50,000,000 aggregate principal amount of its 5.75% Debentures due 2016 and $65,000,000 aggregate principal 
amount of its 6.2% Debentures due 2036. 



SIGNATURES 

Pursuant to the requirements o f  the Securities Exchange Act of 1934, the Regi<,;;ant has duly caused this report to be signed 
on its behalf by the undersigned hereunto duly authorized. 

THE TJNION LIGHT, HEAT AND POWER 
COhaP.piNY 

Dated: March 16,2006 By Is/ MARC E. MANLY 
Name: Marc E. Manly 
Title: Executive Vice President and Chief Legal 
Officer 



Exhibit 10.1 

THE UNION EIGHT, HEAT AND POWER COMPANY 

PURCHASE AGREEMENT 

DATED: March 7,2006 

- - - -- - 



KeyBanc Capital Markcts, a Division 

of McDonald Investments Inc. 

127 Public Square 

Cleveland, OH 44 1 14 

LaSalle Financial Services, Inc. 

540 West Madison Street 

28th Floor 

Chicago, 11,6066 1 

Ladies and Gentlemen: 

The Union Light, Heat and Power Company, a Kentucky corporation (hereinafter called the "Company"), proposes to issue 
and sell to KeyBanc Capital Markets, a division of McDonald Investments Inc., and LaSalle Financial Services, Inc. (the "Initial 
Purchasers") $50,000,000 principal amount of 5.750% Debentures due 2016 (the "Series A Debentures") and $65,000,000 principal 
amount of 6.200% Debentures due 2036 (the "Series B Debentures", and together with the Series A Debentures, the "Securities"), to 
be issued pursuant to the provisions of the First Supplemental Indenture dated as of March 7,2006 to the Indenture dated as of 
December 1,2004 (hereinafter called the "Indenture"), between the Company and Deutsche Bank Trust Company Americas, as 
Trustee (hereinafter called the 'Trustee"). 

The Securities will be offered without being registered under the Securities Act of 1933, as amended (together with the rules 
and regulations promulgated thereunder, the "Securities Act"), only to persons in the United States whom the Initial Purchasers 
reasonably believe to be "qualified institutional buyers" ("QIBs") as defined in Rule 144A under the Securities Act, as such rule may 
be amended from time to time ("Rule 144A), in transactions under Rule 144A. 

In connection with the sale of the Securities, the Company has prepared a preliminary offering memorandum, dated March 7, 
2006 (the "Preliminary Memorandum") and a final offering memorandum, to be dated March 7,2006 (the "Offering 
Memorandum"), for the information of the Initial Purchasers and for delivery to prospective purchasers of the Securities. The terms 
"supplement," "amendment" and "amend" as used herein with respect to either the Preliminary or Final Memorandum shall include all 
documents deemed to be incorporated by reference into the Preliminary Memorandum or Final Memorandum that are filed subsequent 
to the date thereof with the Securities and Exchange Commission (the "Commisslon") pursuant to the Securities Exchange Act of 
1934, as amended (the "Exchange Act"). The time when sales of Securities are first made or confirmed by the several Initial 
Purchasers to QIBs is referred to as the "Time of 



Sale," and the Preliminary Memorandum, as such may be amended or supplemented prior to the Time of Sale, together with the othcr 
information set forth on Schedule I hereto, is referred to as the "Time of Sale Information." 

The Company hereby agrees to sell to each of the Initial Purchasers, and the Initial Purchasers each, severally and not jointly, 
agree, upon the basis of the representations and warranties herein contained, but subject to the conditions hereinafter stated, to 
purchase fiom the Company the principal amount of Securities set forth opposite their names below, at a price of 99.290% of the 
principal amount of the Series A Debentures and 98.559% of the principal amount of the Series B Debentures (the "Purchase Price") 
and accrued interest fiom March 10,2006, to the date of payment and delivery: 

Principal Amount Principal Amount 
of 10-Year of 30-Year 

Name Debentures Debentures 
KeyBanc Capital Markets, a Division of McDonald Investments Inc. $ 40,000,000 $ 52,000,000 
LaSalle Financial Services, Inc. $ 10,000,000 $ 13,000,000 

Total $ 50,000,000 $ 65,000,000 

The Company acknowledges and agrees that the Initial Purchasers are acting solely in the capacity of an arm's length 
contractual counterparty to the Company with respect to the offering of Securities contemplated hereby (including in connection with 
determining the terms of the offering) and not as a financial advisor or a fiduciary to, or an agent of, the Company or any other person. 

II. 

- 

The Company understands that the Initial Purchasers intend (i) to make private offerings pursuant to Rule 144A ("Exempt 
Resales") of their respective portions of the Securities as soon after this Agreement has become effective as in the judgment of the 
Initial Purchasers is advisable and (ii) initially to offer the Securities upon the terms set forth in the Time of Sale Information. 

The Company confirms that it has authorized the Initial Purchasers, subject to the restrictions set forth below, to distribute 
copies of the Time of Sale Information in connection with the offering of the Securities. Each Initial Purchaser hereby severally makes 
to the Company the following representations and agreements: 



(i)  it is a QIB and an "accredited investor" within the meaning of Rule 501(a) under the Securities Act; 

(ii) it has not solicited offers for, or offered or sold, and will not solicit offers for, or offer or sell, the Securities 
by means of any form of general solicitation or general advertising within the meaning of Rule 502(c) of 
Regulation D under the Securities Act ("Regulation D )  or in any manner involving a public offering 
within the meaning of Section 4(2) of the Securities Act; and 

(iii) it has not solicited offers for, or offered or sold, and will not solicit offers for, or offer or sell, the Securities 
as part of their initial offering except within the United States to persons whom it reasonably believes to be 
QIBs in transactions pursuant to Rule 144A and in connectian with such sale, it has taken or will take 
reasonable steps to ensure that the purchaser of the Securities is aware that such sale is being made in 
reliance on Rule 144A. 

Payment for the Securities shall be made by transfer of immediately available funds to an account identified by us in writing 
not less than two full business days prior to the date of payment, against delivery to you for the respective accounts of the Initial 
Purchasers of the Securities through The Depositary Trust Company at 10:OO A.M., New York Time, on March 10,2006 or at such 
other time on the same or such other date, not later than March 15,2006, as may be designated by you. The time and date of such 
payment and delivery are herein referred to as the "Closing Date". All other documents referred to herein that are to be delivered at 
the Closing Date shall be delivered at that time at the ofice of Davis Polk & Wardwell, 450 Lexington Avenue, New York, NY 
10017. 

Certificates for the Securities shall be in global form and registered in such names and in such denominations as you shall 
request in writing not later than one full business day prior to the Closing Date. The certificates evidencing the Securities shall be 
delivered to you on the Closing Date for the account of the Initial Purchasers, with any transfer taxes payable in connection with the 
transfer of the Securities to the Initial Purchasers duly paid, against payment of the Purchase Price therefor plus accrued interest, if 
any, to the date of payment and delivery. 



IV. 

The obligations of the Company and the several obligations of the Initial Purchasers hereunder are subject to the condition 
that: 

(a) an appropriate order or orders of the Kentucky Public Service Commission necessary to permit the issue and sale of 
the Securities as contemplated hereby and containing no material provision or condition which is unacceptable to 
the Company or the Initial Purchasers shall be in effect and no proceedings to suspend the effectiveness of such 
order or orders shall be pending or threatened. 

The several obligations of the Initial Purchasers hereunder are subject to the following further conditions: 

(b) There shall have been no material adverse change (not in the ordinary course of business) in the condition of the 
Company from that set forth in or contemplated by the Offering Memorandum and the Time of Sale Information; 
and you shall have received on the Closing Date a certificate, dated the Closing Date and signed by an executive 
officer of the Company, to the foregoing effect. 

(c) Subsequent to the execution and delivery of this Agreement and prior to the Closing Date, there shall not have 
occurred any downgrading of, nor shall any notice have been given of any review with a negative implication with 
respect to, the rating accorded any of the Company's securities by any of Standard & Poor's Ratings Services, 
Moody's Investors Service or Fitch Ratings (or any of their successors). 

(d) You shall have received on the Closing Date a certificate, dated the Closing Date and signed by an executive 
officer of the Company, to the effect set forth in the first paragraph of this Article IV (provided that such certificate 
may omit any reference as to the extent to which provisions or conditions in the orders referred to in the first 
paragraph of this Article IV are acceptable to the Initial Purchasers). The officer making such certificate may rely 
upon the best of his knowledge as to proceedings pending or threatened. 

(e) You shall have received on the Closing Date the favorable opinion of Thompson Hine LLP, counsel for the 
Company, dated the Closing Date, to the effect that: 

(i) the Company is a corporation duly incorporated and existing in good standing under the laws of the 
Commonwealth of Kentucky, the Company has due 



corporate and governmental authority to carry on the public utility businesses in which it is engaged and to 
own and operate the properties in use in such businesses; 

(ii) the Company is duly qualified to transact business and is in good standing in the jurisdictions in which the 
conduct of its businesses or the ownership or leasing of its properties requires such qualification; 

(iii) the Indenture has been duly authorized, executed and delivered by the Company and is a valid and binding 
instrument enforceable in accordance with its terms, except as (A) the enforceability thereof may be limited 
by bankruptcy, insolvency or similar laws affecting the enforcement of creditors' rights generally and (B) 
rights of acceleration and the availability of equitable remedies may be limited by equitable principles of 
general applicability; 

(iv) the Securities, when duly executed by the Company, authenticated by the Trustee and delivered to and paid 
for by the Initial Purchasers pursuant to this Agreement, will be valid and binding obligations of the 
Company in accordance with their terms, except as (A) the enforceability thereof may be limited by 
bankruptcy, insolvency or similar laws affecting the enforcement of creditors' rights generally and (B) 
rights of acceleration and the availability of equitable remedies may be limited by equitable principles of 
general applicability; 

(v) the order of the Kentucky Public Service Commission authorizing the issuance and sale of the Securities is 
ih effect on the Closing Date and no further approval, authorization, consent or order of any other 
commission or other governmental authority (other than under state securities or Blue Sky laws, as to 
which such counsel are not called upon to express an opinion) is required for the issuance and sale of the 
Securities; 

(vi) no registration under the Securities Act of the Securities or qualification of the Indenture under the Trust 
Indenture Act, is required for the sale of the Securities to the Initial Purchasers as contemplated by this 
Agreement or for the Exempt Resales, assuming in each case (A) that the purchasers in each case who buy 
the Securities in Exempt Resales are QIBs and (B) the accuracy of and compliance with each of the 
Company's and the Initial Purchasers' 



representations, warranties and covenants contained in this Agreement. 

(vii) the statements made in the Time of Sale Information and the Offering Memorandum under the captions 
"Description of the Debentures" and "Transfer Restrictions," in each case insofar as such statements 
constitute summaries of the legal matters referred to therein, fairly summarize the matters referred to 
therein; and the provisions of the Indenture and the Securities conform as to legal matters to the description 
thereof and to the statements in regard thereto contained in the Time of Sale Information and the Offering 
Memorandum; 

(viii) this Agreement has been duly authorized, executed and delivered by the Company; 

(ix) such counsel is (A) of the opinion that each document incorporated by reference in the Time of Sale 
Information and the Offering Memorandum (except for the financial statements and schedules and other 
financial and statistical data therein as to which such counsel need not express an opinion) complied when 
filed with the Commission as to form in all material respects with the requirements of the Securities 
Exchange Act of 1934, together with the applicable rules and regulations of the Commission thereunder 
and (B) except for the financial statements and schedules and other financial and statistical data therein as 
to which such counsel need not express a belief, has no reason to believe that the Preliminary 
Memorandum, as amended and supplemented, the Time of Sale Information and the Offering 
Memorandum at the date of this Agreement contained an untrue statement of a material fact or omitted to 
state a material fact required to be stated therein or necessary to make the statements therein not misleading 
or that the Time of Sale Information and the Offering Memorandum (as amended or supplemented, if 
applicable) on the Closing Date contained an untrue statement of a material fact or omitted to state a 
material fact necessary in order to make the statements therein, in the light of the circumstances under 
which they were made, not misleading. 

In regard to clauses (iii), (iv) and (viii) above, such counsel may state that no opinion is expressed with respect to the effect 
of New York law. In regard to clause (ix) above, such counsel may state that their opinion and belief is based upon their participation 
in the preparation of the Time of Sale Information and the 



Offering Memorandum and any supplements and amendments thereto and upon their review and discussion of the contents thereof 
(including documents incorporated by reference), but is without independent check or verification except as specified. 

( f )  You shall have received on the Closing Date an opinion of Davis Polk & Wardwell, counsel for the Initial 
Purchasers, dated the Closing Date, covering the matters in (iii), (iv), and clause (B) of (ix) of (e) above, provided 
that with respect to clause (B) of (ix) of (e) above, such counsel may state that their opinion and belief is based 
upon their participation in the preparation of the Time of Sale Information and the Offering Memorandum and any 
amendments and supplements thereto (other than documents incorporated by reference), and upon their review and 
discussion of the contents thereof (including documents incorporated by reference), but is without independent 
check or verification except as specified. 

(g) You shall have received on the date of this Agreement and Closing Date letters, dated the date of this Agreement 
and Closing Date, as the case may be, in form and substance satisfactory to you, from Deloitte & Touche LLP, 
independent accountants, containing statements and information of the type ordinarily included in accountants' 
"comfort letters" to underwriters with respect to the financial statements and certain financial information 
contained in or incorporated by reference into the Time of Sale Information and the Offering Memorandum. 

In further consideration of the agreements of the Initial Purchasers herein contained the Company covenants as follows: 

(a) To furnish without charge to you as many copies of the Time of Sale Information and the Offering Memorandum 
and any amendments and supplements thereto as you may reasonably request. 

(b) Before amending or supplementing the Time of sale Information or the Offering Memorandum, to hmish to each 
of you a copy of each such proposed amendment or supplement. 

(c) Except as permitted by law, during the period of two years after the Closing Date or, if earlier, until such time as 
the Securities are no longer restricted securities (as defined in Rule 144 under the Securities Act) the Company will 
not, and will not permit any of its "affiliates" (as defined in Rule 144 under the Securities Act) 



to, resell any of the Securities which constitute "restricted securities" under Rule 144 that have been reacquired by 
any of them. 

(d) The Company will take reasonable precautions designed to insure that any offer or sale, direct or indirect, in the 
United States or to any U.S. person (as defined in Rule 902 under the Securities Act) of any security issued by the 
Company substantially similar to the Securities, within six months subsequent to the date on which the distribution 
of the Securities has been completed (as notified to the Company by the Initial Purchasers), is made under 
restrictions and other circumstances reasonably designed not to affect the status of the offer and sale of the 
Securities in the United States contemplated by this Agreement as transactions exempt from the registration 
provisions of the Securities Act. 

(e) So long as any of the Securities remain outstanding and during any period in which the Company is not subject to 
Section 13 or 15(d) of the Exchange Act, upon the request of any holder of Securities (each, a "Securities 
Holder"), the Company shall promptly furnish to such Securities Holder or to a prospective purchaser of Securities 
designated by such Securities Holder, as the case may be, the information required to be delivered pursuant to Rule 
144A(d)(4) under the Securities Act ("Additional Company Information") in order to permit compliance by such 
Securities Holder with Rule 144A in connection with the resale of such Securities by such Securities Holder. 

(f) If the Time of Sale Information is being used to solicit offers to buy the Securities at a time when the Offering 
Memorandum is not yet available to prospective purchasers and any event shall occur or condition exist as a result 
of which it is necessary to amend or supplement the Time of Sale Information in order to make the statements 
therein, in the light of the circumstances, not misleading, or if any event shall occur or condition exist as a result of 
which the Time of Sale Information conflicts with the information contained in the Offering Memorandum, or if it 
is necessary to amend or supplement the Time of Sale Information to comply with applicable law, forthwith to 
prepare and furnish, at its own expense, to the Initial Purchasers and to any dealer upon request, either amendments 
or supplements to the Time of Sale Information so that the statements in the Time of Sale Information as so 
amended or supplemented will not, in the light of the circumstances when delivered to a prospective purchaser, be 
misleading or so that the Time of Sale Information, as amended or supplemented, will no longer conflict with the 
Offering Memorandum. 



(g) To endeavor to qualify the Securities for offer and sale under the securities or Blue Sky laws of such jurisdictions 
as you shall reasonably request and to pay all expenses (including fees and disbursements of counsel) in 
connection with such qualification and in connection with the determination of the eligibility of the Securities for 
investment under the laws of such jurisdictions as you may designate. 

(h) The Company will pay all out-of-pocket expenses incidental to the performance of its obligations under this 
Agreement and the Indenture, including (i) the reasonable fees and expenses of the Trustee and its professional 
advisors, (ii) all expenses in connection with the execution, issue, authentication, packaging and initial delivery of 
the Securities, the preparation and distribution of this Agreement, the Time of Sale Information, the Offering 
Memorandum and amendments and supplements thereto, and any other document relating to the issuance, offer, 
sale and delivery of the Securities, (iii) any reasonable expenses (including reasonable fees and disbursements of 
counsel) incurred in connection with qualification of the Securities for sale under the laws of such jurisdictions as 
the Initial Purchasers designate and the printing of memoranda relating thereto and (iv) for any fees charged by 
investment rating agencies for the rating of the Securities. 

(i) During the period beginning on the date of this Agreement and terminating on the Closing Date not to offer, sell, 
contract to sell or otherwise dispose of any debt securities of the Company substantially similar to the Securities, 
without your prior written consent. 

(i) To cause each of the Securities to bear the legend set forth in the form of Debenture set forth in the Indenture until 
such legend shall no longer be necessary or advisable because the Securities are no longer subject to the 
restrictions on transfer described therein. 

VI. 

The Company represents and warrants to each Initial Purchaser that: 

(a) The Time of Sale Information and the Offering Memorandum do not, and any supplement or amendment to them 
will not, contain any untrue statement of a material fact or omit to state any material fact necessary to make the 
statements therein, in the light of the circumstances under which they were made, not misleading, except that the 
representations and warranties contained in this Section 6(a) 



shall not apply to statements in or omissions from the 'Time of Sale Information or the Offering Memorandum (or 
any supplement or amendment thereto) based upon information relating to the Initial Purchasers furnished to the 
Company in writing by the Initial Purchasers expressly for use therein. No order asserting that any of the 
transactions contemplated by this Agreement are subject to the registration requirements of the Securities Act, has 
been issued. 

(b) When the Securities are issued and delivered pursuant to this Agreement, the Securities will not be of the same class 
(within the meaning of Rule 144A) as securities which are listed on a national securities exchange registered under 
Section 6 of the Exchange Act, or quoted in a U.S. automated inter-dealer quotation system. 

(c) None of the Company or any its affiliates or any person acting on its or their behalf (other than the Initial Purchasers, 
as to which the Company makes no representation) has offered or sold, or will offer or sell, the Securities by means 
of any general solicitation or general advertising within the meaning of Rule 502(c) under the Securities Act. 

(d) The Securities satisfy the eligibility requirements of Rule 144(d)(3) under the Securities Act. 

(e) Each of the Time of Sale Information and the Offering Memorandum, as of its date, contains all the information 
specified in, and meeting the requirements of, Rule 144A(d)(4) under the Securities Act. 

( f )  None of the Company or any of its affiliates (as defined in Rule 501(b) of Regulation D), or, to the best the 
Company's knowledge, any person acting on its or their behalf, directly or indirectly (other than the Initial 
Purchasers, as to which the Company makes no representation), has made or will make offers or sales of any 
security, or has solicited or will solicit offers to buy any security, under circumstances that would require the 
registration of the Securities under the Securities Act. 

(g) No registration under the Securities Act of the Securities or qualification of the Indenture under the Trust Indenture 
Act, is required for the sale of the Securities to the Initial Purchasers as contemplated by this Agreement or for the 
Exempt Resales, assuming in each case that (A) the purchasers who buy the Securities in the Exempt Resales are 
Eligible Purchasers and (B) the accuracy of and compliance with the Initial Purchasers' 



representations, warranties and covenants contained in this Agreement. 

VII. 

The Company agrees to indemnify and hold harmless each Initial Purchaser and each person, if any, who controls any Initial 
Purchaser within the meaning af Section 15 of the Securities Act or Section 20 of the Exchange Act, from and against any and all 
losses, claims, damages and liabilities (including the fees and expenses of ccus~sei In connection with any governmental or regulatory 
investigation or proceeding) caused by any untrue statement or alleged +:,me statement of a material fact contained in the Preliminary 
Memorandum, as amended or supplemented, the Time of Sale Information or the Offering Memorandum (as amended or 
supplemented if the Company shall have finished any amendments or supplements thereto) or caused by any omission or alleged 
omission to state therein a material fact required to be stated therein or necessary to make the statements therein not misleading, 
except insofar as such losses, claims, damages or k~abilities are caused by any such untrue statement or omission or alleged untrue 
statement or omission based upon information fhmished in writing to the Company by any Initial Purchaser through you expressly for 
use therein. 

In case any action shall be brought against any Initial Purchaser or any person controlling such Initial Purchaser, based upon 
the Preliminary Memorandum, as amended or supplemented, the Time of Sale Information or the Offering Memorandum or any 
amendment or supplement thereto or any preliminary memorandum and in respect of which indemnity may be sought against the 
Company, such Initial Purchaser shall promptly notify the Company in writing, and the Company, upon the request of such Initial 
Purchaser, shall assume the defense thereof on behalf of the Initial Purchaser or controlling person, including the employment of 
counsel and payment of all expenses. In any such action, such Initial Purchaser or any such controlling person shall have the right to 
employ its own counsel but the fees and expenses of such counsel shall be at the expense of the Initial Purchaser or such controlling 
person unless (i) the employment of such counsel has been specifically authorized in writing by the Company or (ii) the named parties 
to any such action (including any impleaded parties) include both such Initial Purchaser or such controlling person and the Company 
and the Initial Purchaser or controlling person shall have been advised by such counsel that there maybe one or more legal defenses 
available to it which are different from or additional to those available to the Company (it being understood, however, that the 
Company shall not, in connection with any one such action or separate but substantially similar or related actions in the same 
jurisdiction arising out of the same general allegations or circumstances, be liable for the reasonable fees and expenses of more than 
one separate firm of attorneys (in addition to one firm of local counsel) for all such Initial Purchaser and controlling persons, which 
firm shall be designated in writing by you, and that such fees and expenses shall be reimbursed as they are incurred). The Company 



shall not be liable for indemnification (or contribution as provided below) with respect to the settlement of any such action effected 
without its written consent, but if settled with the written consent of the Company or if there be a final judgment for the plaintiff in any , 
such action, the Company agrees to indemnify and hold harmless any Initial Purchaser and any such controlling person from and 
against any loss or liability by reason of such settlement or judgment (or to make contribution as provided below). 

Each Initial Purchaser agrees, severally and not jointly, to indemnify and hold harmless the Company, its directors, its 
officers and any person controlling the Company to the same extent as the foregoing indemnity from the Company to the Initial 
Purchaser, but only with reference to information relating to such Initial Purchaser furnished in writing by such Initial Purchaser 
expressly for use in the Time of Sale Information or the Offering Memorandum. In case any action shall be brought against the 
Company, any of its directors or any such officer or controlling person based on the Time of Sale Information or the Offering 
Memorandum and in respect of which indemnity may be sought against any Initial Purchaser, such Initial Purchaser shall have the 
rights and duties given to the Company, and the Company, its directors or any such officer or controlling person shall have the rights 
and duties given to the Initial Purchaser, by the preceding paragraph of this Article VII. 

If the indemnification provided for in the second paragraph of this Article VII is unavailable to any Initial Purchaser or other 
indemnified party in respect of any losses, claims, damages or liabilities referred to therein, then the Company, in lieu of indemnifying 
such indemnified party thereunder, shall contribute to the amount paid or payable by such indemnified party as a result of such losses, 
claims, damages or liabilities (i) in such proportion as is appropriate to reflect the relative benefits received by the Company on the 
one hand and the Initial Purchasers on the other from the offering of the Securities or (ii) if the allocation provided by clause (i) above 
is not permitted by applicable law, in such proportion as is appropriate to reflect not only the relative benefits referred to in clause (i) 
above but also the relative fault of the Company on the one hand and of the Initial Purchasers on the other in connection with the 
statements or omissions which resulted in such losses, claims, damages or liabilities, as well as any other relevant equitable 
considerations. The relative benefits received by the Company on the one hand and the Initial Purchasers on the other shall be deemed 
to be in the same proportion as the total net proceeds from the offering (before deducting expenses) received by the Company bear to 
the total discounts and commissions received by the Initial Purchasers, in each case as set forth in the table on the cover page of the 
Offering Memorandum. The relative fault of the Company and of the Initial Purchasers shall be determined by reference to, among 
other things, whether the untrue or alleged untrue statement of a material fact or the omission to state a material fact relates to 
information supplied by the Company or by the Initial Purchasers and the parties' relative intent, knowledge, access to information 
and opportunity to correct or prevent such statement or omission. 



If the indemnification provided for in this Article VII is sought solely by the Company under the fourth paragraph hereof and 
there is no claim for indemnification by any Initial Purchaser or any person controlling such Initial Purchaser arising out of the same 
misstatement or omission and if such indemnification is unavailable to the Company in respect of any losses, claims, damages or 
liabilities referred to in such fourth paragraph, then each Initial Purchaser, in lieu of indemnifying the Company, shall contribute to the 
amount paid or payable by the Company as a result of such losses, claims, damages or liabilities in such proportion as is appropriate to 
reflect the relative fault of the Company on the one hand and of the Initial Purchasers on the other in connection with the statements or 
omissions which resulted in such losses, claims, damages or liabilities, as well as any other relevant equitable considerations. The 
relative fault of the Company on the one hand and of the Initial Purchasers on the other shall be determined by reference to, among 
other things, whether the untrue or alleged untrue statement of a material fact or the omission or alleged omission to state a material 
fact relates to information supplied by the Company or by the Initial Purchaser and the parties' relative intent, knowledge, access to 
information and opportunity to correct or prevent such statement or omission. 

The Company and the Initial Purchasers agree that it would not be just and equitable if contribution pursuant to this Article 
VII were determined by pro rata allocation or by any other method of allocation which does not take account of the equitable 
considerations referred to in the two immediately preceding paragraphs. The amount paid or payable by an indemnified party as a 
result of the losses, claims, damages and liabilities referred to in such paragraphs shall be deemed to include, subject to the limitations 
set forth above, any legal or other expenses reasonably incurred by such indemnified party in connection with investigating or 
defending any such action or claim. Notwithstanding the provisions of this Article VII, no Initial Purchaser shall be required to 
contribute any amount in excess of the amount by which the total Purchase Price of the Securities purchased by it exceeds the amount 
of any damages which such Initial Purchaser has otherwise been required to pay by reason of such untrue or alleged untrue statement 
or omission or alleged omission. No person guilty of fraudulent misrepresentation (within the meaning of Section 1 I(f) of the 
Securities) shall be entitled to contribution from any person who is not guilty of such fraudulent misrepresentation. The Initial 
Purchasers' obligations to contribute pursuant to this Article VII are several in proportion to their respective underwriting percentages 
(as defined in the Agreement Among Initial Purchasers relating to the Securities) and not joint. 

The indemnity and contribution agreements contained in this Article VEI and the representations and warranties of the 
Company set forth in this Agieement shall remain operative and in full force and effect regardless of (i) any termination of this 
Agreement, (ii) any investigation made by or on behalf of any Initial Purchaser or any person controlling any Initial Purchaser or by or 
on behalf of the 



Company, its directors or officers or any person controlling the Company and (iii) acceptance of and payment for any of the 
Securities. 

This Agreement shall be subject to termination in your absolute discretion, by notice given to the Company, if (a) prior to the 
Closing Date (i) trading in securities on the New York Stock Exchange or the American Stock Exchange shall have been suspended or 
materially limited, (ii) trading in any securities of the Company shall have been suspended on any national securities exchange in the 
United States or in any over-the-counter market in the United States, (iii) a general moratorium on banking activities in New York 
shall have been declared by Federal or New York State authorities or (iv) there shall have occurred any outbreak or escalation of 
hostilities or any change in the financial markets or other calamity or crisis, any of which is material and adverse and (b) in the case of 
any of the events specified in clauses (a)(i) through (iv), such event either singly or together makes it, in your reasonable judgment, 
impracticable to market the Securities. Any termination of this Agreement pursuant to this Article VIII shall be without liability on the 

of the Company to the Initial Purchasers, or the Initial Purchasers to the Company. 

This Agreement shall become effective upon signature. 

If any one or more of the Initial Purchasers shall fail or refuse to purchase Securities which it or they have agreed to purchase 
hereunder, and the aggregate principal amount of Securities which such defaulting Initial Purchaser or Initial Purchasers agreed but 
failed or refused to purchase is not more than one-tenth of the aggregate principal amount of Securities, the other Initial Purchasers 
shall be obligated severally in the proportions which the principal amount of Securities set forth opposite their names in Article I bears 
to the aggregate principal amount of Securities so set forth opposite the names of all such non-defaulting Initial Purchasers, or in such 
other proportions as you may specify, to purchase the Securities which such defaulting Initial Purchaser or Initial Purchasers agreed 
but failed or refused to purchase; provided that in no event shall the principal amount of Securities which any Initial Purchaser has 
agreed to purchase pursuant to Article I hereof be increased pursuant to this Article IX by an amount in excess of one-ninth of such 
principal amount of Securities without the written consent of such Initial Purchaser. If any Initial Purchaser or Initial Purchaser shall 
fail or refuse to purchase Securities and the aggregate principal amount of Securities with respect to which such default occurs is more 
than one-tenth of the aggregate principal amount of Securities and arrangements satisfactory to you and the Company for the purchase 
of such Securities are not made within 36 hours after such default, this Agreement will terminate without liability on the part of any 
non-defaulting Initial Purchaser or of the Company. In any such case which does not result in such a termination, either you or the 
Company shall have the right to 



postpone the Closing Date, but in no event for longer than seven days, in order that the required changes, if any, in the Offering 
Memorandum or in any other documents or arrangements may be effected. Any action taken under this paragraph shall not relieve any 
defaulting Initial Purchaser from liability in respect of any default of such Initial Purchaser under this Agreement. 

If this Agreement shall be terminated by the Initial Purchasers, or any of them, because of any failure or refbsal on the part of 
the Company to comply with the terms or to fulfill any of the conditions of this Agreement or if for any reason the Company shall be 
unable to perform its obligations under this Agreement, the Company will reimburse the Initial Purchasers or such Initial Purchasers 
as have so terminated this Agreement with respect to themselves, severally, for all out-of-pocket expenses (including the reasonable 
fees and disbursements of their counsel), reasonably incurred by the Initial Purchasers in connection with this Agreement or the 
offering contemplated hereunder. 

This Agreement shall be governed by and construed in accordance with the laws of the State of New York. 
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This Agreement may be signed in various counterparts which together shall constitute one and the same instrument. 

Very truly yours, 

THE UNION LIGHT, HEAT AND 
POWER COMPANY 

By: Is/ Wendv L. Aumiller 
Name: Wendy L. Aumiller 
Title: Vice President & Treasurer 

Accepted: March 7,2006 

KEYBANC CAPITAL MARKETS, 

a Division of McDonald Investments 
Inc. 

By: Is/ Nida Raza 
Name: Nida Raza 
Title: Director 

LASALLE FINANCIAL 
SERVICES, INC. 

By: Is/ Jim Stewart 
Name: Jim Stewart 
Title: Managing Director, Head of US Fixed Income Capital Markets 



Schedule I 

Time of Sale Information 

$115 million Union Light Heat & Power Senior Notes 5.75% due 2016 and 6.20% due 2036 

Proposed Terms and Conditions 

Issuer: 

Market Type: 

Ratings: 
Trade Date: 

Settlement Date: 

Coupon Payment Dates: 

First Payment Date: 

Final Maturity: 

Principal Amount: 
Treasury Benchmark: 
Treasury Price: 

Treasury Yield: 
Spread: 
Yield: 
Coupon: 
Issue Price: 
Underwriting Fee: 
Price to Issuer: 

Proceeds to Issuer: 

CUSIP: 
Day Count: 
Payment Frequency: 
Denominations: 
Sole Book-Running Manager: 

Co-Managers: 

IJnion Light Heat & Power 

Senior IJnsecured Notes 

BaalIBBB (stablelnegative) 
March 7,2006 

March 10,2006 (T+3) 

March 10 and September 10 
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SECURITIES AND EXCHANGE COM.MISS1ON 
WASHINGTON, D.C. 20549 

CURRENT REPORT PURSUANT 
TO SECTION 13 OR 15(d) OF THE 

SECURITIES EXCHANGE ACT OF 1934 

Date of report (Date or earliest event reported): January 25,2006 

THE UNION LIGHT, HEAT AND POWER COMPANY 
(Exact Name of Registrant as Specified in Its Charter) 

Commission Registrant, State of Incorporation, I.R.S. Employer 
File Number Address and Telephone Number Identification No. 

2-7793 THE UNION LIGHT, HEAT AND POWER COMPANY 31-0473080 
(A Kentucky Corporation) 
139 East Fourth Street 
Cincinnati, Ohio 45202 

(513) 421-9500 

Check the appropriate box below il the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant 
under any of the following provisions. 

Written communications pursuant to Rule 425 under the Securities Act (1 7 CFR 230.425) 

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12) 

17 Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b)) 

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.1%-4(c)) 

- ---- - .-.""---. - 



Item 2.01. Completion of Acquisition or Disposition of Assets. 

i 
On January 25, 2006, The Union Light, Heat and Power Company ("ULH&P) completed the acquisition horn The Cincinnati Gas &' 
Electric Company ("CG&EM), ULH&P's parent company, oSCG&E1s ownership interest in  the East Bend Generating Station, the 
Woodsdale Generating Station, and one generating unit at the four-unit Miami Fort Generating Station. The transfer was effective as 
of January I ,  2006 at a net book value of approximately $375 million for the generating assets, and approximately $24 million in 
inventory and other assets. The transfer will result in a capital contribution by CG&E to ULH&P of approximately $145 million. In 
addition, ULH&P has assumed certain tax-exempt debt obligations of CG&E totaling approximately $77 million, certain accounts 
payable of CG&E totaling approximately $90 rriillion and certain asset retirement obligations of CG&E totaling approximately $2 
million. Furthermore, approximately $85 million in deferred tax liabilities resulted from the transaction. 



SIGNATIJRES 

Pursuant to the rcquirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed 
on its behalf by the undersigned hereunto duly authorized. 

THE UNION L,IGHT, HEAT AND POWER COMPANY 

Daled: January 3 1, 2006 By Is1 MARC E. MANLY 
Name: Marc E. Manly 
Title: Executive Vicc President and Chief L,egal 
Officer 
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SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549 

CURRENT REPORT PURSUANT 
TO SECTION 13 OR 15(d) OF THE 

SECIJRITIES EXCHANGE ACT OF 1934 

Date of report (Date of earliest event reported): September 9,2005 

CINERGY CORP. 
(Exact Name of Registrant as Specified in Its Charter) 

Commission Registrant, State of Incorporation, I.R.S. Employer 
File Number Address and Telephone Number Identification No. 
1-11377 CINERGY CORP. 31-1385023 

(A Delaware Corporation) 
139 East Fourth Street 
Cincinnati, Ohio 45202 

(513) 421-9500 
1-1232 THE CINCINNATI GAS & ELECTRIC 31-0240030 

COMPANY 
(An Ohio Corporation) 
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Cincinnati, Ohio 45202 
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Cincinnati, Ohio 45202 
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Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant 
under any of" the following provisions: 

Written communications pursuant to Rule 425 under- the Securities Act (17 CFR 230.425) 

Soliciting material pur.suant to Rule 14a-12 under the Exchange Act (1 7 CFR 240.14a-12) 

Pre-commencement comlnunications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b)) 

Pre-commencement communications pursuant to Rule'13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 
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Item 1.01. Entry into Material Definitive Agreement 

On September 9, 2005, the Regist~ants entered into a Five-Year Senior Revolving Credit Agreement with Barclays Bank PLC as 
Administrative Agent, JPMorgan Chase Bank, N.A. as Syndication Agent and a syndicate of lenders. The total commitment under 
this new credit facility is $2 billion for Cinergy Corp. and $500 million of the total com~nit~nent is available for letters of credit. The 
total commitment to Cinergy Corp. can be increased up to an amount not to exceed $2.5 billion either by adding a new lender or by 
means of an increase in the commit~ncnt of an existing lender. The termination date of the Credit Agreement is Septe~nber 9, 2010 
and, with respect to the commitments of the lenders consenting, can be extended twice, each extension for an additional one-year 
period. The new Credit Agreement replaces two existing credit agreements, one dated April 26, 2004, to which Cinergy Corp. and 
various lenders were parties, and one dated December 9,2004, to which Cincrgy Corp , The Cincinnati Gas & Electric Company 
(CG&E), PSI Ene~gy.  Inc. (PSI) and various lenders were parties. 

The new Credit Agreement provides for sub-limit credit facilities for CG&E, PSI and The Union Light, Heat and Power Company 
(UL.H&P) (each of which is a direct or indirect subsidiary of Cinergy Corp.), in the amounts of $500 million, $500 million and $65 
million, respectively. These sub-limits are subject to change in the event of specified circumstances. CG&E, PSI and UL.H&P 
cannot be cross defaulted by a default on the part of any of the other companies. However, Cinergy Corp. can be cross defaulted by a 
default on the part of CG&E, PSI or 'IJL.H&P 

Pricing under the new credit facility depends on the credit ratings of the applicable borrower. 

The new Credit Agreement contains certain affirmative and negative covenants. including two financial covenants for the borrowers: 
( I )  a maximum consolidated indebtedness to consolidated total capitalization ratio of 0.65; and (2) a minimum consolidated net worth 
covenant of $2 billion, $1 billion, $900 million and $150'1nillion for Cinergy Corp. CG&E, PSI an ULH&P, respectively. The net 
worth covenants for CG&E and ULH&P are subject to change related to certain permitted changes in the sub-limits for these 
companies. 

The new Credit Agreement provides that the transaction described in the Agreemcnt and Plan of Merger by and among Duke Energy 
Corporation. Cinergy Corp., Deer Holding Corp., Deer Acquisition Corp., and Cougar Acquisition Corp., dated as of May 8.2005 will 
not be considered a fundamental change or a "Change of Control" for purposes of the Credit Agreement. 

The new Credit Agreement provides for customary events of dcfault with corresponding grace periods, including, among othcr 
matters, failure to pay any principal 01 interest when due, failure to comply with certain covenants, certain insolvency or receivership 
events affecting Cinergy Corp. 01 its mate~ial subsidiaries, and a change of control of Cinergy Corp. (as defined in the Credit 
Agreement). In the event of a default by a bol~ower, the administrative agent may, and at the request of the requisite number of 
lenders shall, declare all amounts owing by the applicable borrower under the Credit Agreement immediately due and payable, 
terminate the lenders' commitments to the applicable borrower to make loans under the Credit Agreement, and exercise any and all 
remedies and othcr rights under the Credit Agreement. For certain events of default related to insolvency and receivership. the 
commitments of lenders will be automatically terminated and all outstanding loans will become immediately due and payable. 

The foregoing description of the new Credit Agreement is qualified in its entirety by reference to the Credit Agreement filed as 
Exhibit 10.1 hereto, which is hereby incorporated by reference herein. 



Item 9.01 Financial Statements and Exhibits 

(c) Exhibits 

Exhibit Number Descrintion 

10.1 Five-Year Senior Revolving C~edi t  Agrcernent datcd September 9, 2005 by and among 
Cinergy Corp., CG&E, PSI, ULH&P, JPMorgan Chase Bank. N.A. as Syndication Agcnt, 
Barclays Bank PLC as Administrative Agcnt, and the lenders party the~cto. 



SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, each Registrant has duly caused this repo~t to be signed 
on its behall by the undersigned hereunto duly authorized. 

CINERGY CORP. 

THE CINCINNATI GAS & ELECTRIC COMPANY 

PSI ENERGY, INC. 

THE UNION L,IGHT, HEAT AND POWER 
COMPANY 

Dated: September 15, 2005 By Is1 Wendv L. Aurniller 
Name: Wendy L. Aurniller 
Title: Vice President and Treasurer for each 
Registrant 



FIVE-YEAR SENIOR 

REVOLVING CREDIT AGREEMENT 

Dated as of September 9,2005 

by and among 

CINERGY CORP., 

THE CINCINNATI GAS & ELECTRIC COMPANY, 

PSI ENERGY, INC. 

THE UNION LIGHT, HEAT AND POWER COMPANY 

and 

'THE BANKS NAMED HEREIN, 

as Lenders, 

JPMORGAN CHASE BANK, N.A., 
as Syndication Agerzt 

and 

BARCLAYS BANK PLC, 

as Adt?tiitistrative Agent 

and as LC Bank 

BARCLAYS CAPITAL, 
the investment banking division of 

Barclays Bank PLC, 

Exhibit 10.3 



J.P. MORGAN SECURITIES INC., 
as Joint Lead Arrangers and Bookrz~~nners 
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FIVE-YEAR SENIOR REVOLVING 
CREDIT AGREEMENT 

FIVE-YEAR SENIOR REVOLVING CREDIT AGREEMENT datcd as of September 9, 2005 (this "Agreenterzt"), by 
and among: 

a) CINERGY CORP., a Delaware corporation ("Cinergy"); 

b) THE CINCINNATI GAS & ELECTRIC COMPANY, an Ohio corporation ("C%&E); 

PSI ENERGY, INC., an Indiana corporation ("PSI ENERGY") 

THE UNION LIGHT, HEAT AND POWER COMPANY, a Kentucky corporation ("ULH&P"). 

the banks and other financial institutions 01 entities listed on the signature pages hereof (the "Barzks") arid 
other Lenders (as hereinafter defined) from time to time party hereto; 

JPMORGAN CHASE BANK, N.A. ("JPMCB") as Syndication Agent (in such capacity, the "Syndicatior 
Agerzt"); and 

BARCLAYS BANK PLC ("Barclays") as Administrative Agent (in such capacity, the 'LAdi~zirzistrative 
Agent") for the Lenders hereunder and as LC Bank (as hereinafter defined). 

W I T N E S S E T H  

WHEREAS, the Borrowers (as defined herein) have requested the Banks to provide the credit facility hereinafter described 
in the arnounts and on the terms and conditions set forth herein, the Banks have so agreed on the terms and conditions set forth herein, 
and the Administrative Agent has agreed to act as agent for the Lenders on such terms and conditions; 

NOW, THEREFORE, the parties to this Agreement hereby agree as follows: 

ARTICLE I 
DEFINITIONS AND ACCOUNTING TERMS 

SECTION 1.1. Certain Defined Terms. 

As used in this Agreement, the following terms shall have the following meanings (such meanings to be equally applicable to 
both the singular and plural forms of the terms defined): 



"Advance" means an advance by a L,ender to any Borrower as part of a Borrowing and refers to a Base Rate 
Advance or a Eurodollar Rate Advance, each of which shall be a "Type" of Advance. 

"Affected Lender" has the meaning specified in Section 2.16. 

''AfJiliate" means, as to any Person, any trade or business (whether or not incorporated) which is a member of a 
group of which such Person is a lnelnbcr and which is under common control within the meaning of thc regulations undel 
Section 414 of the Code. 



"Applicable Lerzding Office" means, with respect to each Lender, such Lender's Domestic Lending Office, in the 
case of a Base Rate Advance, and such Lender's Eurodollar Lending Office, in the case of a Eurodollar Rate Advance. 

"Applicable Margin" means, for any Advance, the percentage rate per arzr~~tri~ set forth in the appropriate column 
below. as determined by reference to the Applicable Rating Level, pl~rs 0.10% per arzrr~tri~ during any period in which the 
Outstanding Extensions of Credit exceed 50%) of the Total Commitment: 

Applicable Base Rate Eurodollar 
rat in^ Level Advances Advances 
Level I 0.000% 0.220% 
Level I1 0.000% 0.350% 
Level ILI 0.000% 0.425 % 
Level IV 0.000% 0.500% 
Level V 0.000% 0.800% 

Any change in the Applicable Margin caused by a change in the Applicable Rating Level shall take effect at the time such 
change in the Applicable Rating Level shall occur. 

"Applicable Rating Level" shall be determined at any time and from time to time on the basis of the then applicable 
Reference Ratings of the relevant Borrower issued or maintained by the Rating Agencies (or Rating Agency, in the case of 
only one Reference Rating) in accordance with the following table: 

Applicable 
rat in^ Level S&P Moodv's 
Level I A- or higher A3 or higher 
Level I1 BBB+ Baal 
Level ILI BBB Baa2 
Level IV BBB- Baa3 
Level V BB+ or lower Bal or lower 

(or unrated) (or unrated) 



In the event of a "split" rating for a Bo~rower, the Applicable Rating Level shall be determined on the basis of the higher of 
the two ratings then applicable; prnviclerl that if the two ratings are two or more levels apart. the Applicable Rating Level 
shall be determined on the basis of the rating that is one level lower than the higher of the two ratings then applicable; 
pl-nviderlfi~rfl~er, that if both Moody's and S&P shall have ceased to issue or maintain Reference Ratings, then the 
Applicable Rating Level shall be L,evel V. The Applicable Rating L,evcl shall be redetelmined as and when any change in the 
ratings used in the determiriation thereof shall be announced by any Rating Agency. For the avoidance of doubt, the 
Applicable Rating Level as of the date of this Ag~eerncnt ( i )  for Cinergy, is L,evel 111 and (ii) fol CG&E, PSI Energy and 
UL,H&P, is Level 11. 

"Approved Furzd" means any Person (other than a natural Person) that is (or will be) engaged in making, 
purchasing. holding or otherwise investing in commel-cia1 loans and similar extensions of credit in the ordinary course of its 
business and that is administered or managed by (a) a L,ender. (b) an Affiliate of a L,ender or (c) an entity or an Affiliate of an 
entity that administers or manages a L,ender. 

"Assigrznzerzt arzd Acceptance" means an assignment and acceptance in substantially the form of Exhibit E hereto. 

"Assigrznzerzt Effective Date" means the effective date of any Assignment and Acceptance. 

"Barclays" has the meaning specified in the caption to this Agrecmcnt. 

"Barclays Capital" means Barclays Capital, the investment banking division of Barclays Bank PLC. 

"Base Rate" means. for any day for which the same is to be calculated, the higher of (a) the rate designated by 
Barclays from time to time as its prime rate in the IJnited States of America and (b) the Federal Funds Rate for such day plus 
112 of 1 %. Each change in the Base Rate shall take effect simultaneously with the corresponding change or changes in the 
rates described in clause (a) or clause (b), above, or in the Applicable Rating L.evel, as the case may be. 

"Base Rate Advartce" means an Advance which bears interest as provided in Section 2.8(a). 

"Borrower" means each of Cinergy, CG&E, PSI Energy and ULH&P; collectively, the "Borrowers" 

"Borrowirzg" means a borrowing consisting of simultaneous Advances of the same Type and having the same 
Interest Period madc by each of the L.enders pursuant to Section 2.1. 

"Borrowirtg Date" means any Business Day specified in a Notice of Borrowing as a date on which a Borrower 
requests the Lenders to make Advances hereunder, or such Business Day on which a Borrowing pursuant to Section 3.4 is 
made. 

"Busirzess Day" means a day of the year on which banks are not required or authorized to close in New York City 
and, if the applicable Business Day relates to any Eurodollar Rate Advances, on which dealings are carried on in Eurodollars 
in the L.ondon interbank market. 

"Capital Stock means any and all shares, interests, participations or other equivalents (however designated) of 



capital stock of a corporation, any and all equivalent ownership interests in a Person (other than a corporation) and any and 
all warrants or options to purchase any of the foregoing. 

"Cash Accoluzt" has the meaning specified in Section 7.1. 



"CG&E First Mortgage Trust Z~tdenture" shall mean the first mortgage trust indenture. dated as of August 1, 1936 
between CG&E and Thc Bank of New York (successor to Irving Trust Company), as trustec, as amended, modified or 
supplemented from time to time, and any successor or replacement mortgage trust indenture. 

"CG&E Ozctstandirtg Exte~zsions of Credit" means, as of any day lor the determination thereol. (a) the aggregate 
principal amount of all Advances made to CG&E outstanding on such day plus (b) the LC Outstandings of CG&E on such 
day plus (c) the aggregate amount of all LJnreimbursed LC Disbursements of CG&E outstanding on such day. 

"CGbE Sublimit" means $500,000,000. 

"Uzange of Control" means (a) the acquisition of ownership, directly or indirectly, beneficially or of record, by any 
Person or group (within the meaning of thc Securities Exchange Act of 1934 and the rules of the Securities and Exchange 
Commission thereunder as in effect on the date hereof), of Capital Stock representing more than 35% of the aggregate 
ordinary voting power represented by the issued and outstanding Capital Stock of Cinergy; (b) occupation of a majority of 
the seats (other than vacant scats) on the board of directors of such Borrower by Persons who were neithe~ (i) nominated by 
the board of directors of Cinergy or the applicable Borrower nor (ii) appointed by directors so nominated; or (c) any of 
CG&E, PSI Energy or 'lJL.H&P shall cease to be wholly-owned direct Subsidiaries of Cinergy (or, in the case of ULH&P, so 
long as it is a wholly-owned direct Subsidiary of CG&E, a wholly-owned indirect Subsidiary of Cinergy); provided, that 
references to each Borrower in this definition of "Change of Control" shall also ~e fe r  to any successor entity as may be 
permitted by Section 6.2; provided further, that the transaction described in the Agreement and Plan of Merger by and among 
Duke Energy Corporation, Cinergy, Deer Holding Corp., Deer Acquisition Corp., and Cougar Acquisition Corp.. dated as of 
May 8, 2005, as disclosed in Form 8-K filed by Cinergy with the Securities and Exchangc Commission on May 10,2005, 
and other filings made by Cinergy at lcast five Business Days prior to the Effective Date with respect to such transaction, 
shall not be considered a Change of Control under subclause (a) or (b) above for purposes of this Agreement. 

"Code" means the Internal Revenue Code of 1986, as amended from time to time. 

"Co~n~nit~ne~zt" has the meaning specified in Section 2.l(a). 

"Conznzitme~zt Z~tcrease" has the meaning specified in Section 2.17. 

"Co~tnzitnzerzt Zizcrease Effective Date" has the meaning specified in Section 2.17. 

"Co~?z~nit~ne~zt Perce~ztage" means, as to any Lender as of any date of determination, the percentage describing such 
Lender's pro rata share of the Commitments set forth in the Register from time to time. 

"Corzsolidated Z~zdebted~zess" means, for any Borrower, as of the date of any determination thereof, the principal 
amount then outstanding of all Indebtedncss of such Borrower and its Subsidiaries. determined on a consolidated basis after 
elimination of inter-company items, less deposits of cash or cash equivalents in restricted accounts relating to the proceeds of 
tax exempt bonds of such Borrower and its Subsidiaries as of such date; provided that Consolidated Indebtedness shall not 
include (i) Non-Recourse Debt or (ii) in the case of Cinergy only, Indebtedness in respect of Preferred Trust Securities. 

"Consolidated Net Worth" means, as of the date of any determination thereof, all items that, in conformity with 
GAAP, would be included under shareholders' equity on a consolidated balance sheet of the applicable Person at such date. 



"Consolidated Total Capitalization" means, as of the date of any determination thereof, the sum of Consolidated 
Nct Worth of the applicable Person at such date. the Consolidated 



Indebtedness of such Person at such date. and, to the extent not otherwise included, preferred stock and mandatorily 
redee~nable preferred trust securities of such Person at such date. 

"Corztractrial Obligatioit" means any provision of any security issued by the applicable Person or of any agreement, 
insirument or other undertalung to which such Person is a party or by which it or any of its property is bound. 

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

"Disclosure Doczimeiit" means (i) the Borrowers' Annual Report on Form 10-K lor the fiscal year ended 
December 31, 20.04 and any report of any Borrower on Form 10-Q or Form 8-K filed since December 31, 2004 and five 
Business Days prior to the Effective Date or (ii) for the purposes of satisfying thc requirements of Section 2.1 8(b)(ii) only, 
the Borrowers' Annual Report on Form 10-K for thc most recently ended fiscal year and any report of any Borrower on 
Form 10-Q or Form 8-K filed since the filing of the Borrower's Annual Report for the most recently ended fiscal year and 
five Business Days prior to the effective date of the relevant Termination Date extension. 

"Donzestic Lerzdiizg Oflice" means, with respect to any Lender, the office of such L,ender specified as its "Domestic 
Lending Office" opposite its name on Schedule 1.1 hereto or in the Assignment and Acceptance pursuant to which it became 
a Lender, or such other office of such Lender as such L.ender may from time to time specify to the Borrowers and the 
Administrative Agent. 

"Effective Date" means the date on which all of the conditions specified in Section 4.1 hereof have been satisfied. 

"Eizvironnze~ztal Law" means any and all statutes. laws, regulations, ordinances, rules, judgments, orders. decrees, 
permits. concessions, grants, franchises, licenses. agreements or other governmental restrictions relating to the environment 
or the release of any materials into the environment. 

"ERISA" means the Employee Retirement Income Security Act of 1974, as amended from time to time. 

"ERISA Affiliate" means any trade or business (whether or not incorporated) that is under common control with any 
Borrower within the ~neaning of Section 4001 of ERISA or is part of a group which includes the Borrower and which is 
treated as a single employer tinder Section 414 of the Code. 

"ERISA Eveitt" means (a) the occurrence of any "reportable event", as defined in Section 4043 of ERISA or the 
regulations issued thereunder with respect to a Plan (other than an event for which the 30-day notice period is waived under 
PBGC Reg. $4043); (b) the occurrence 01 any "prohibited transaction" (as defined in Section 406 of ERISA or Section 4975 
of the Code) with respect to a Plan; (c) the existence with respect to any Plan of an "accumulated funding deficiency" (as 
defined in Section 412 of the Code or Section 302 of ERISA), whether or not waived; (d) the filing pursuant to 
Section 412(d) of the Code or Section 303(d) of ERISA of an application for a waiver of the minimum funding standard with 
respect to any Plan; (e) the incurrence by the Borrower or any of its ERISA Affiliates of any liability under Title IV of 
ERISA with respect to the termination of any Plan; (f) the receipt by the borrower or any ERISA Affiliate from the PBGC or 
a plan administrator of any notice relating to an intention to terminate any Plan or Plans or to appoint a trustee to administer 
any Plan; (g) the incurrence by the Borrower or any of its ERISA Affiliates of any liability with respect to the "withdrawal" 
or "partial withdrawal" (as such terms are defined respectively in Sections 4203 and 4205 of ERISA) from any Single 
Employer Plan or Multiemployer Plan; or (h) the receipt by thc Borrower or any ERISA Affiliate of any notice, or the receipt 
by any Multiemployer Plan from 





the Borrower or any ERISA Affiliate of any notice, concerning the imposition of Withdrawal Liability (or that would 
reasonably be expected to result in Withdrawal Liability) or a determination that a Multiemployer Plan is, or is expected to 
be, insolvent or in reorganization, within the meaning of Title IV of ERISA. 

"Eurocurrertcy L,iabilities" has the meaning specified in Regulation D of the Board of Governors of.the Federal 
Reserve System, as in effect from time to time. 

"Eurodollar L,endirtg Office" means, with respect to any Lender, the office of such Lender specified as its 
"Eurodollar Lending Office" opposite its name on Schedule 1.1 hereto (or, i f  no such office is specified, its Domestic 
L,ending Office) or in the Assignment and Acceptance pursuant to which it became a L.ender, or such other office of such 
Lender as such Lender may from time to time speciSy to the Borrowers and the Administrative Agent. 

"Ertrodollar Rate" means. for the Interest Period for each Eurodollar Rate Advance comprising part of the same 
Borrowing. an interest rate per a1717i1117 equal to the average (rounded upward to the nearest whole multiple of 111 00 of 1% per 
nnnum, if such average is not such a multiple) of the rate per- arzrzunl determined on the basis of the rate for deposits in U.S. 
dollars for a period equal to such Interest Period commencing on the first day of such Interest Period appearing on Pagc 3750 
of the Telerate screen as of 11:00 A.M., L,ondon time, two Business Days prior to the beginning of such Interest Period. In 
the event that such rate does not appear on Page 3750 of the Telerate screen (or otherwise on such screen), the "Eurodollar 
Rate" shall be determined by relerence to such other comparable publicly available service for displaying eurodollar rates as 
may be selected by the Administrative Agent or, in the absence of such availability, by reference to the rate at which the 
Administrative Agent is offered 1J.S. dollar deposits at or about 11:00 A.M., New Yorlt City time, two Business Days prior to 
the beginning of such Interest Period in the interbank eurodollar market where its eurodollar and foreign currency and 
exchange operations are then being conducted for delivery on the first day of such Interest Period for the number of days 
comprised therein. 

"Eurodollar Rate Advance" means an Advance which bears interest as provided in Section 2.8(b). 

"Everzt of Default" has the meaning specified in Section 7.1 

"Excepted Subsidiaries" means CG&.E, PSI Energy and UL,H&P. 

"Existirzg Credit Agreenzertts" means the Existing Five-Year Credit Agreement and the Existing Three-Year Credit 
Agreement. 

"Existirzg Letters of Credit" means the letters of credit described on Schedule 3.9. 

"Existirzg Five-Year Credit Agreer?teiztW means the Five Year Senior Revolving Credit Agreement, dated as of 
December 9, 2004, by and among Cinergy, the lenders parties thereto and Barclays, as administrative agent for such lenders. 

"Existirtg Tlzree-Year Credit Agreement" means the Three Year Senior Revolving Credit Agreement, dated as of 
April 26, 2004, by and among Cinergy, the lenders parties thereto and Barclays, as administrative agent for such lenders. 

"Extensiorz of Credit" means (a) the making by any Lender of an Advance, (b) the issuance of a Letter of Credit by 
the L,C Bank or (c) the amendment of any L.etter of Credit having the effect of extending the stated termination date thereof 
or increasing the L,C Outstandings. 



"Facility Fee" has the meaning specified in Section 2.3(a). 

"Federal Flirzds Rate" means, f o ~  any day in  any pe~iod. the rate set fotth f o ~  such day opposite the caption I 

"Fedeml F~rrzcls (Effective)" in the weekly statistical release designated as 



"H. 15(.519)", or any successor publication, published by the Board of Governors of the Federal Reserve System. 

"Fi~zancing Docr~nzents" means this Agreement and the Notes. 

"Fi~zancirtg L,ease" means any lease of property. real or personal, the obligations of the lessee in respect of which 
are required by GAAP to be capitalized on a balance sheet of the lessee. 

"GAAP means generally accepted accounting principles in  the United States of A~nerica in effect from time to 
time. 

"Gover7zme1ztalAutlzority" means any nation or gove~nment, any state or other political subdivision thereof and any 
entity exercising executive, legislative, judicial, regulatory or administrative functions of or pertaining to government. 

"Guarantee Obligatio~z" means, as to any Person (the '~uaranteeirzgperson"), any obligation of such Person 
guaranteeing, or having the effect of guaranteeing any Indebtedness, leases, dividends or other obligations ("pri~rzary 
obligations") of any other Person (the >ri~~zary obligor") in any manner, whether directly or indirectly, contingently or 
otherwise. Guarantee Obligations shall include (but not be limited to) any obligation of the guaranteeing person (i) to 
reimburse or indemnify any bank, insurer or other Person in respect of payments made under any letter of credit, demand 
guaranty or sirnilar instrument issued by such bank, insurer or other Person (ii) to purchase any primary obligation or any 
property constituting direct or indirect security for any primary obligation. (iii) to advance or supply funds for the purchase or 
payment of any primary obligation, (iv) to advance or supply funds to maintain working capital or the net worth or solvency 
01 any primary obligor, (v) to purchase property, securities or services primarily for the purpose of providing funds to assure 
payment of any primary obligation or (vi) otherwise to assure or hold harmless the creditor or beneficiary of any primary 
obligation against loss; provided, however, that the term Guarantee Obligation shall not include endorsements of instruments 
for deposit or collection in the ordinary course of business. The amount of any Guarantee Obligation shall be deemed to be 
the lower of (a) an amount equal to the stated or determinable amount of the related primary obligation and (b) the maximum 
amount for which such guaranteeing person may be liable pursuant to the terms of such Guarantee Obligation, unless such 
pri~nary obligation and the maximum amount for which such guaranteeing person may be liable are not stated or 
determinable, in  which case the amount of such Guarantee Obligation shall be the guaranteeing person's maximum 
reasonably anticipated liability in respect thereof as determined in good faith. 

"Hazardous Materials" means any hazardous materials, hazardous wastes, hazardous constituenls, hazardous or 
toxic substances, petroleum products (including crude oil or any fraction thereof), defined or regulated as such in or under 
any Environmental Law. 

"Hedgirzg Agreement" means, for any Person, any and all agreements, devices or arrangements designed to protect 
such Person or any of its Subsidiaries from the fluctuations of interest rates, exchange rates applicable to such party's assets, 
liabilities or exchange transactions, including, but not limited to, dollar-denominated or cross-currency interest rate 
exchange agreements, forward currency exchange agreements. interest rate cap or collar protection agreements, co~nmodity 
swap agreements, forward rate currency or interest rate options, puts and warrants. Notwithstanding anything herein to the 
contrary, "Hedging Agreements" shall also include fixed-for-floating interest rate swap agreements and similar instruments. 

"Ztzdebted~zess" means, as to any Person, (a) all indebtedness of suc:h Person for borrowed money or for the deferred 
purchase price of property or services (other than current trade liabilities incurred in the ordinary course of business and 
payable in accordance with customary practices) or which is evidenced by a note, bond, debenture or similar instrument, 



(b) all obligations ol such Person under Financing Leases, (c) all obligat~ons of such Person in respect of bankers' 
acceptances (or similar instruments) issued 01 created for the account of such Person, and (d) all liabilities secured by any 
Lien on any property owned by such Person even though such Pcrson has not assumed or otherwise become liable for the 
payment thereof. I 

"Ztzcreasitzg Lerzder" has the meaning specified in Section 2.17. 

"Ztzterest Period means, for each Eurodollar Rate Advance comprising part ol'the same Bor~owing, (a) initially, the 
period commencing on the date of such Advance or conversion, as the case may be, and ending on the last day of the period 
selected by the relevant Borrower pursuant to the provisions below and (b) thereafter, each period commencing on the last 
day of the next preceding Interest Period applicable to such Eurodollar Rate Advance and ending on the last day of the period 
selected by the relevant Borrower pursuant to the provisions below. The duration of each such Interest Period shall be one, 
two, three or six months as the relevant Borrower may select in its Notice of Borrowing or Notice of Conversion, in the case 
of (a) above or in its Notice of Continuation, in the case of (b) above; p i ~ v i d e d ,  however-, that: 

(i) any Interest Period which would otherwise end after the Termination Date shall end on the Termination Date; 

(ii) Interest Periods commencing on the same date for Advances comprising part of the same Borrowing shall be of 
the same duration; 

(iii) any Interest Period commencing on the last Business Day of any calendar month, or any day for which there is 
no numerically corresponding day in the applicable subsequent calendar month, shall end on the last Business Day of thc 
applicable subsequent calendar rnorith; and 

(iv) whenever the last day of any interest Period would otherwise occur on a day other than a Business Day, the last 
day of such Interest Period shall be extended to occur on the next succeedirig Business Day; provided, that if such 
extension would cause the last day of such lriterest Period to occur in the next following calendar month, the last day of 
such lnterest Period shall occur on the next preceding Business Day. 

"JPMCB" has the meaning specified in the caption to this Agreement. 

"LC Bank" rneans Barclays, in its capacity as issuer of any Letter of Credit pursuant to Article I11 hereof 

"LC Outstandirzgs" means, for any date of determination, the aggregate maximum amount available to be drawn 
under all Letters of Credit outstanding on such date (assuming the satisfaction of all conditions for drawing enumerated 
therein). 

"LC Sublitnit" means, as of any day for the determination thereof, $500,000,000. 

"Lenders" means the Banks listed on the signature pages hereof, each other bank or financial institution that shall 
become a party hereto pursuant to Section 9.7(a), and, if and to the extent so provided in Section 3.5(d), the LC Bank. 

"Letter of Credit" means a letter of credit issued by the LC Bank pursuant to Article 111, as such letter of credit may 



from time to time bc amended, modified or cxtended in accordance with the terms of this Agreement. 



"LZBOR Reserve Percentage" of any Lender for the Interest Period for any Eurodollar Rate Advance means the 
reserve percentage applicable during such Interest Period or such term (or if more than one such percentage shall be so 
applicable, the daily average of such percentages for those days in such Interest Period or such term during which any such 
percentage shall be so applicable) under regulations issued from time to time by the Board of'Governors of the Federal 
Reserve System (or any successor) for determining the maximum reserve requirement (including, without limitation, any 
emergency, supplemental or other marginal reserve requirement) for such Lender with respect to liabilities or assets 
consisting of or including Eurocurrency Liabilities having a tcrm equal to such Interest Period or term, as the case may be. 

"Lierz" means any mortgage, pledge. hypothccation. assignment, deposit arrangement, encumbrance, lien (statutory 
or other), or preference, priority or other security agreement or preferential arrangement of any kind or nature whatsoever 
(including. without limitation, any conditional sale or other title retention agreement and any Financing Lease having 
substantially the same economic effect as any of the l'o~egoing. 

"Long--Term Debt Designation" has the meaning speci ficd in  Section 2.6(c). 

"Material Adverse EfJct" means, with respect to any Bo~rower, a material adverse effect on (a) the business, 
operations, property or condition (financial or otherwise) of such Borrower and its Subsidialies taker1 as a whole, (b) the 
ability of such Borrower to perfom its obligations under this Agreement, or (c) the validity or enforceability of this 
Agreement or the rights or remedies of the Administrative Agent or the Lende~s hereunder. 

"Material Zizdebtedrzess" means, with respect to any Borrower, Indebtedness (other than Indebtedness under this 
Agreement), Guarantee Obligations or obligations in respect of one or more Hedging Agreements of such Borrower and its 
Subsidiaries, in an aggregate principal amount exceeding $50,000,000. For purposes of determining Material Indebtedness, 
the "principal amount" of the obligations of such Borrower or any Subsidiary of such Borrower in respect of any Hedging 
Agreement at any time shall be the maximum aggregate amount (giving effect to any netting agreements) that such Borrowe, 
or such Subsidiary would be required to pay if such Hedging Agreement were terminated at such time. 

"Material Subsidiary" means, any Subsidiary of Cinergy which (a) for the most recent fiscal year of Cinergy 
accounted for more than 10% of the consolidated revenues of Cinergy determined in accordance with GAAP or (b) as of the 
end of such fiscal year, was the owner of more than 10% of the consolidated assets of Cinergy determined in accordance with 
GAAP, all as shown on the consolidated financial statements of Cinergy for such fiscal year; provided, that, notwithstanding 
the foregoing, (i) CG&E, PSI Energy and ULH&P shall each be deemed "Material Subsidiaries" of Cinergy and (ii) Cinergy 
Services, Inc. shall not be deemed a "Material Subsidiary". 

"Maximunz Borrowing Anzount" means, (i) in the case of Cinergy, an amount equal to the Total Commitment then 
in effect, (ii) in the case of'CG&E, an amount equal to the CG&E Sublimit then in effect, (iii) in the case of PSI Energy, an 
amount equal to the PSI Energy Sublimit then in effect and (iv) in the case of ULH&P, an amount equal to the ULH&P 
Sublimit then in effect. 

"Moody's" means Moody's Investors Service, Inc. or any successor thereto. 

"Multiernployer Plan" means any Plan that is a "multiemployer plan" as defined in Section 4001(a)(3) of ERISA. 

"New Leizder" has the meaning specified in Section 2.17. 

"Non-Excluded Taxes" has the meaning specified in Section 2.13(a). 





"Norz-Recourse Debt" means Indebtedness of each Bosrower or any of their respective Subsidiaries, in respect of 
which no recourse may be had by the creditors under such Indebtedness against such Borrower or such Subsidiary in its 
individual capacity or against the assets of such Borrower or such Subsidiary, other than assets which were purchased, , 
constructed or developed by such Borsower or such Subsidiary with the proceeds of such Indebtedness. 

"Non-U.S. Lender" has the meaning specified in Section 2.17(d) 

"Note" means any promissory note evidencing Advances. 

"Notice ofBorrowi~zg" has the meaning specified in  Section 2.2(a). 

"Notice of Corztirt~iatiorz" shall mean a notice from the Borrower electing the continuation of Eurodollar Rate 
Advances in accordance with the provisions of Section 2.7(b). 

"Notice of Conversiorz" shall mean a notice from the Borrower electing the conversion of Eurodollar Rate Advances 
to Base Rate Advances or Base Rate Advances to Eurodollar Rate Advances, in each case, in accordance with the provisions 
of Section 2.7(a). 

"OtIzer Taxes" has the meaning specified in Section 2.13(b). 

"Outstandirtg Extensions of Credit" means, as of any day fbr the determination thereof; (a) the aggregate principal 
amount of all Advances outstanding on such day plus (b) the LC Outstandings on such day plus (c) the aggregate amount of 
all Unreimbursed LC Disbursements outstanding on such day. 

"PBGC" means the Pension Benefit Guaranty Corporation under Title IV of ERISA, or any successor thereto. 

"Person" means an individual, partnership, corporation (including a business trust), joint stock company, trust, 
unincorporated association, joint venture, limited liability company or other entity, or a government or any political 
subdivision, agency or instrumentality thereof: 

''Plan" means an employee pension benetit plan as defined in Section 3(2) of ERISA and in respect of which any 
Borrower or any ERISA Affiliate is (or, if such plan were terminated, would under Section 4069 of ERISA be deemed to be) 
an "employer" as defined in Section 3(5) of ERISA. 

"PSI Energy First Mortgage Trust Indenture" shall mean the first mortgage trust indenture, dated as of 
September 1, 1939 between PSI Energy (formerly known as Public Service Company or Indiana, Inc. and successor by 
consolidation to Public Service Company of Indiana) and LaSalle Bank National Association (formerly known as LaSalle 
National Bank Company and successor, as trustee, to First National Bank of Chicago), as trustee, as amended, modified or 
supplemented from time to time, and any successor or replacement mortgage trust indenture. I 

"PSI Energy Outstandirzg Extensions of Credit" means, as of any day for the determination thereof, (a) the 
aggregate principal amount of all Advances made to PSI Energy outstanding on such day plus (b) the LC Outstandings of PSI 
Energy on such day plus (c) the aggregate amount of all Unreimbursed LC Disbursements of PSI Energy outstanding on such 



"PSI Energy Srtblir~zit" means $500,000,000. 

"Preferred Trust Securities": means Cinergy's 6 9% pretcrrcd trust securitics. due Fcbruary 2007, or any other 
p~clcn-cd trust securities issued on terms substantially si~nila~ thcreto; prnvidecl that thc amount of any such preferred trust 
securitics issued and outstanding until thc Termination Date may not excecd $500,000.000 in the aggregate at any time. 

"Rating Agencies" means, collectively, Moody's and S&P; each, individually, a "Rating Agency". 



"Receivable Fina~zcirzg Transaction" means any transaction or series of transactions involving a sale for cash of 
accounts receivable, without recourse based upon the collectibility 01' the receivables sold. by such Borrower or any of its 
Subsidiaries to a Special Purpose Subsidiary and a subsequent sale or pledge of such accounts receivable (or an interest 
therein) by such Special Purpose Subsidiary, in each case without any guarantee by such Borrowel or any of its Subsidiaries 
(other than the Special Purpose Subsidiary). 

"Refererzce Ratirzgs" means, with respect to each Borrower, the ratings issued or maintained frorn time to time by 
the Rating Agencies in respect of the senior non-credit-enhanced unsecured long-term debt of such Borrower. 

"Register" has the meaning specified in Section 9.7(c). 

"Removed Borrower" has the meaning specified in Section 9.l(b). 

"Required Lerzders" means Lende~s having more than 50% 01 the Commitments; provided, however, that i f  the 
Commitments shall have been terminated, "Required Lenders" shall mean Lenders holding more than 50% of the then 
Outstanding Extensions of Credit. 

"Reqzrirement of law" means, as to any Person, the certificate of incorporation and by-laws or other organizational 
or governing docurrients of such Pelson, and any law, treaty, rule or regulation or determination of an arbitrator 01 a court or 
other Governmental Authority, in each case applicable to or binding upon such Person or any of its property or to which such 
Person or any of its property is subject. 

"Responsible Officer" means the chief executive officer, president, chief financial officer, comptroller, 
vice-president, treasurer or assistant treasurer of the applicable Person. 

"Sirzgle E~?~ployer Plait" means any Plan which is covered by Title IV of ERISA, but which is not a Multieniployer 
Plan. 

" S & P  means Standard & Poor's Ratings Group, or any successor thereto. 

"Special Purpose Subsidiary" means any Material Subsidiary of a Borrower created by a Borrower for the sole 
purpose of facilitating a Receivable Financing Transaction; pi.ovided, that such Special Purpose Subsidiary shall cease to be a 
Special Purpose Subsidiary if at any time such Special Purpose Subsidiary engages in any business other than Receivable 
Financing Trarisactions and activities directly related thereto. 

"SPV" has the meaning specified in Section 9.7(0. 

"Subsidiary" means, as to any Person, a corporation, partnership or other entity: (i) of which shares of stock or other 
ownership interests having ordinary voting power (other than stock or such other ownership interests having such power onl! 
by reason of the happening of a contingency) to elect a majority of the board of directors or other managers of such 
corporation, partnership or other entity are at the time owned, directly or indirectly through one or more intermediaries by 
such Person and/or (ii) the management of which is otherwise controlled, directly or indirectly through one or more 
intermediaries by such Person. 



"Terrnirtatiort Date" means, as to any L,ender, September 9, 2010, such carlier date of termination in whole of the 
Commitments pursuant to Section 2.4 or 7.1, or such later date of termination as may be in effect pursuant to an election 
pursuant to Section 2.18. 

"Total Conzntitr~~ent" has the meaning specified in Section 2.1 (b). 

"Type'' has the meaning specified in the definition of "Advance". 

"UZ,H&P First Mortgage Trust Z~zdenture" shall mean the first mortgage trust indenture, dated as of February 1, 
1949 between ULH&P and The Bank of New York (successor to Irving 



Trust Company), as trustee, as amended, modified or supplemented from time to time, and any successor or replacement 
mortgage trust indenture. 

"ULH&P O~ctstaizdiitg Exte~zsiotzs of Credit" means, as of any day for the determination the~eof, (a) the aggregate 
principal amount of" all Advances made to ULHBrP outstanding on such day plus (b) thc LC Outstandings ofULH&P on such 
day p l~ is  (c) the aggregate amount of all Unreimbursed LC Uisbu~selnents of ULH&P outstanding on such day. 

"ULH&P Sublir~zit" means $65,000,000, as such amount may be increased in accordance with Section 2.5(b). 

"Uttreimbursed LCDisbursement" means the unpaid obligation (or, if the context so requires, the amount of such 
obligation) of any Borrower to reimbu~se the LC Bank for a payment rnadc by the LC Bank under a Letter of Credit f o ~  the 
account of such Borrower. but shall not include any portion of such obligation that has been repaid with the proceeds of, or 
converted to, Advances hereunder. 

"Witlzdrawal Liability" means liability to a Multicmployer Plan as a result of a complete or partial withdrawal from 
such Multiemployer Plan, as such terms are defined in Part I of Subtitle E of Title IV of'ERISA. 

SECTION 1.2. Computation of Time Periods. 

In this Agreement in the computation of periods of time from a specified date to a later specified date, the word "from" 
means "from and including" and the words "to" and "until" each means "to but excluding." 

SECTION 1.3. Accounting Terms. 

All accounting terms not specifically defined herein shall be construed in accordance with GAAP consistent with those 
applied in the preparation of the financial statements referred to in Section 5.l(d). 

ARTICLE I1 
AMOUNTS AND TERMS OF THE ADVANCES 

SECTION 2.1. The Commitments and Advances. 

(a) Each Lender severally agrees, on the terms and conditions hereinafter set forth, to make Advances to each Borrower 
and to participate in the issuarice of Letters of Credit (arid the LC Outstandings and Unreirnbursed LC Disbursements 
thereunder) from time to time on any Business Day during the period from the Effective Date until the Termination Date in 
an aggregate amount not to exceed at any time outstanding the amount set forth opposite such Lender's narrie on 
Schedule 1 .I hereto or, if such Lender has entered into one or more Assignment arid Acceptances, set forth for such 
Lender in the Register maintained by the Administrative Agent pursuant to Section 9.7(c), as such amount may be 
reduced pursuant to Section 2.4 (such Lender's "Commitmenf'). 



(b) The sum of the Commitments is hereinafter referred to as the "Total Commitmenf'. The Total Commitment shall be in 
an initial amount of $2,000,000,000, as the same may be reduced or increased from time to time in accordance with 
Section 2.4 or Section 2.17 hereof. 

( c )  Each Borrowing shall be in an aggregate amount not less than $3,000,000 or an integral multiple of $1,000,000 in 
excess thereof and shall consist of Advances of the same Type made on the same day by the Lenders ratably according 
to their respective Commitments. Within the limits and 



subject to the conditions set forth herein, each Borrowel may borrow, repay or prepay and ~.eborrow and request the issuance of 
Letters of Credit under the Commitments. 

(d) Notwithstanding anything contained in this Agreement to ttie contrary, at no tirrie shall (i) the Outstanding Extensions 
of Credit exceed ttie Total Commitment as in effect at such time; (ii) the CG&E Outstanding Extensions of Credit exceed 
the CG&E Sublirnit; (iii) the PSI Energy Outstanding Extensions of Credit exceed the PSI Energy Sublirnit; or (iii) the 
ULW&P Outstanding Extensions of Credit exceed the ULH&P Sublimit. 

SECTION 2.2. Making the Advances. 

(a) Each Borrowing stiall be made or1 riotice given by the relevant Borrower to the Adrninistrative Agent via facsirnile 
transmission in accordance with Section 9.2 hereof not later than 11 :00 A.M. (New York City time) on the Business Day 
that is: (i) three Business Days prior to the Borrowing Date of the proposed Borrowing, in the case of a Borrowing 
comprised of Eurodollar Rate Advances, or (ii) the Borrowing Date of the proposed Borrowing, in the case of a Borrowing 
comprised of Base Rate Advances. Each such notice of a Borrowing (a "Notice o f  Borrowing") shall be in substantially 
the forrri of Exhibit B hereto, specifying therein the requested Borrowing Date of such Borrowing, the Type of Advances 
cornprisirig such Borrowing, the aggregate arriount of such Borrowing, arid the Interest Period to be applicable thereto. 
Upon receipt of any Notice of Borrowing, the Adrninistrative Agent shall give to each Lender prompt notice thereof and the 
Administrative Agent shall prornptly notify each Lerider and the Borrower of the applicable interest rate pursuant to 
Section 2.8. 

(b) Each Lender shall, before 1 :00 P.M. (New York City time) on the Borrowirig Date of such Borrowing, rnake available 
for the account of its Applicable Lending Office to the Administrative Agent at its address referred to in Section 9.2, in 
irnniediately available funds, such Lender's Commitment Percentage of such Borrowirig. After ttie Adrninistrative Agent's 
receipt of sucti funds and upon fulfillrrient of the applicable conditions set forth in Article IV, the Adrriinistrative Agent will 
rnake such funds available to the relevant Borrower at the Administrative Agent's aforesaid address or as otherwise 
directed by the Borrower. 

(c) Anything in Section 2.2(a), above, to the contrary notwithstanding, 

(i) if any Lender shall notify the Administrative Agent that the iritroduction of or any change in or in the interpretation 
of any law or regulation makes it unlawful, or that any central bank or other Governmental Authority asserts that it is 
unlawful, for such Lender or its Eurodollar Lending Office to perform its obligations hereunder to make Eurodollar Rate 
Advances or to fund or maintain Eurodollar Rate Advances hereunder, the obligation of such Lender to make, fund or 
maintain Eurodollar Rate Advances shall be suspended, and, uritil such Lerider shall riotify the Adrriinistrative Agent that 
the circumstances causing such suspension no longer exist, (1) each Advarice by such Lender shall be a Base Rate 
Advarice, and (2) Cinergy stiall have the right to replace such Lender by causing such Lender to enter into one or more 
Assignrnents and Acceptances in respect of its entire Commitment, the Advances held by it and all other arriourits owing 
to it in respect thereof with one or more banks or other financial institutions selected by Cinergy with the consent of the 
Administrative Agent (not to be unreasonably withheld), pursuant to Sectiori 9.7 hereof. Each Lerider agrees to enter into 
any such Assiyrimerits and Acceptances as may be required by this clause (assuming the sarrie are properly and 
accurately completed); 

(ii) if the Administrative Agent shall have determined in good faith and in its reasonable discretion (which 
determinatiori stiall be conclusive arid binding upon the Borrowers) that, by reason of circumstances affecting the relevant 
market, adequate and reasonable means do 



not exist for ascertaining the Eurodollar Rate for such Interest Period. the right ol the Borrowers to select Eurodollar Rate Advances 
lor such Borrowing 01- any subscrluent Borrowing shall be suspended until the Administrative Agent shall notify the Borrowers and 
the L,cnders that the circumstances causing such suspension no longel exist. and each Advancc colnprising such Borrowing shall be a 
Base Rate Advance; and 

(iii) if Lenders having more than 50% of the Commitments shall, at least one Business Day before the date of any 
requested Borrowing, notify the Administrative Agent that the Eurodollar Rate for Eurodollar Rate Advances comprising 
such Borrowing will not adequately reflect the cost to such Lenders of making or funding their respective Eurodollar Rate 
Advances for such Borrowing, the right of the Borrowers to select Eurodollar Rate Advances for such Borrowing or any 
subsequent Borrowing shall be sil~pended until the Administrative Agent shall notify the Borrowers and the Lenders that 
the circumstances causing such suspension no longer exist, and each Advance comprising such Borrowing shall be a 
Base Rate Advance. 

(d) Each Notice of Borrowing shall be irrevocable and binding on the relevant Borrower. lJnless the Administrative Agent 
and the relevant Borrower shall have received written notice via facsimile transmission from a Lender prior to 
(A) 5:00 P.M. (New York City time) one Business Day prior to the date of any Eurodollar Rate Advance Borrowing or 
(B) 12:00 noon (New York City time) on the date of any Base Rate Advance Borrowing that such Lender will not make 
available to the Administrative Agent such Lender's ratable portion of such Borrowing, the Administrative Agent may 
assume that such Lender has made such portion available to the Administrative Agent on the date of such Borrowing in 
accordance with this Section 2.2 and the Administrative Agent may, in reliance upon such assumption, make available to 
relevant Borrower on such date a corresponding amount. If and to the extent that such Lender shall not have so made 
such ratable portion available to the Administrative Agent, such Lender and the relevant Borrower severally agree to 
repay to the Administrative Agent forthwith on demand such corresponding amount together with interest thereon, for 
each day from the date siJCh amount is made available to the relevant Borrower until the date such amount is repaid to 
the Administrative Agent, at (i) in the case of the relevant Borrower, the interest rate applicable at the time to Advances 
comprising such Borrowing and (ii) in the case of such Lender, the Federal Funds Rate. If, prior to silch time as the 
relevant Borrower shall have repaid such amount, such Lender shall repay to the Administrative Agent such 
:orresponding amount with interest as aforesaid, such amount so repaid shall constitute si~ch Lender's Advance as part of 
such Borrowing for purposes of this Agreement as if made on the original date of such Borrowing. 

(e) The failure of any Lender to make the Advance to be made by it as part of any Borrowing shall not relieve any other 
Lender of its obligation, if any, hereunder to make its Advance on the date of such Borrowing, but no Lender shall be 
responsible for the failure of any other Lender to make the Advance to be made by such other Lender on the date of any 
Borrowing. 

SECTION 2.3. Facility Fee; Letter of Credit Risk Participation Fee; Other Fees. 

(a) Cinergy agrees to pay to the Administrative Agent for the account of each Lender a facility fee (the "Facility Fee") on 
the average daily amount of such Lender's Commitment (whether used or unused), from the date hereof in the case of 
each Bank listed on the signature pages hereto and from the effective date specified in the Assignment and Acceptance 
pursuant to which it became a Lender in the case of any other Lender, until the Termination Date, payable on the basis of 
the actual number of days elapsed and a year of 360 days, in arrears on the last Business Day of March, June, 
September and December in each year and on the Termination Date, at the rate per annum set forth below as determined 
by reference to the Applicable Rating Level for Cinergy: 



Applicable Facility 
Rating Level Fee 
Level I 0.080% 
Level I1 0.100% 
Level I11 0.125% 
Level IV 0.150% 
Level V 0.200% 

; providecl that i f  at any time Cinergy shall fail to pay such Facility Fee within five days of the date when such Facility Fce is due, each 
of'CG&E, PSI Energy and ULH&P sevmally, but not jointly, agree to pay upon demand to the Administrative Agent for the account 
of each Lender the amount of such unpaid Facility Fee multiplied by the percentage which the Maximum Borrowing Amount 
applicable to such Borrower represents of the Total Commitment. 

(b) Each Borrower agrees to pay to ttie Administrative Agent for the account of eacti Lender, ratably in accordarice with 
their respective Commitments, a letter of credit risk participation fee or1 ttie average daily arnount of LC Outstandings with 
respect to Letters of Credit issued for its account, from the date hereof in the case of each Bank listed on the signature 
pages hereto, and from the effective date specified in the Assigrirrierit and Acceptance pursuarit to which it became a 
L.erider in the case of any other Lender, until the Termination Date, payable (on the basis of the actual number of days 
elapsed and a year of 360 days) on the last Business day of March, June, Septernber and December in eacti year and on 
the Termination Date, at a rate per annum equal to the Applicable Margin for Eurodollar Rate Advances then determined 
to be in effect for such Borrower plus, during any period from the occurrence of an Event of Default under Section 7.1 (a), 
to the day when such Event of Default shall be cured or waived, 2% per annum. 

(c) The Borrowers shall pay to the Adrriinistrative Agent, for its own account and for the account of the Lenders such other 
fees as have been or rnay frorn tirrie to time be agreed between them in writing. 

(d) Ariy change in the Facility Fee or letter of credit risk participatiori fee caused by a change in the Applicable Rating 
Level stiall take effect at the time such change in the Applicable Rating Level shall occur. 

(e) Each Borrower shall pay to the LC Bank a fronting fee and such other fees as such Borrower arid the LC Bank shall 
agree to from time to time in writing. 

SECTION 2.4. Optional Reduction of the Commitments. 

(a) Cinergy shall have the right, upor1 at least three Business Days' irrevocable notice to the Administrative Agent, to 
terminate iri whole or permanently reduce ratably in part the Commitments by either terminating in whole or in part the 
Total Cornniitrrlent as Cinergy may specify in such notice; provided, that: 

( 9  each such partial reduction shall be in the aggregate amount of $1 0,000,000 or any integral rnultiple of 
$1,000,000 in excess thereof and shall reduce ratably and permanently 



the amount then in effect of (A) the Commitments and (B) the Total Commitment, as specified by Cinergy ; 

(ii) any such reduction shall be accompanied by (i) the prepayment of Advances, together with all interest thereon 
accrued to the date of such prepayment or repayment an the amount prepaid or repaid and, in the case of prepayments of 
Eurodollar Rate Advances, any amount payable to the Lenders pursuant to Section 2.15 andlor (ii) in the case of any LC 
Outstandings, the deposit in cash in a cash collateral account established with the Administrative Agent, on terms and 
conditions satisfactory to the Administrative Agent and the LC Bank, in each case to the extent, if any, that the 
Outstanding Extensions of Credit exceed the amount of the Total Commitment as proposed to be reduced; and 

(iii) Cinergy shall not have the right to reduce the Total Commitment to an amount less than the aggregate then 
existing LC Outstandings. 

(b) CG&E shall have the right, upon at least three Business Days' irrevocable notice to the Administrative Agent, to 
permanently reduce or terminate the CG&E Sublimit in whole or in part as CG&E may specify in such notice; provided 
that: 

(i) each such partial redilction shall be in the aggregate amount of $10,000,000 or any integral multiple of 
$1,000,000 in excess thereof; 

(ii) any such reduction shall be accompanied by (i) the prepayment of Advances, together with all interest thereon 
accrued to the date of such prepayment or repayment on the amount prepaid or repaid and, in the case of prepayments of 
Eurodollar Rate Advances, any amount payable to the Lenders pursuant to Section 2.1 5 and/or (ii) in the case of any LC 
Outstandings, the deposit in cash in a cash collateral account established with the Administrative Agent, on terms and 
conditions satisfactory to the Administrative Agent and the LC Bank, in each case to the extent, if any, that the CG&E 
Outstanding Extensions of Credit exceed the amount of the CG&E Sublimit as proposed to be reduced; and 

(iii) CG&E shall not have the right to reduce the CG&E Sublimit to an amount less than the aggregate then existing 
LC Outstandings with respect to Letters of Credit issued for its account. 

(c) PSI Energy shall have the right, upon at least three Business Days' irrevocable notice to the Administrative Agent, to 
permanently reduce or terminate the PSI Energy Sublimit in whole or in part as PSI Energy may specify in such notice; 
provided that: 

( i )  each such partial reduction shall be in the aggregate amount of $10,000,000 or any integral multiple of 
$1,000,000 in excess thereof; 

(ii) any such reduction shall be accompanied by (i) the prepayment of Advances, together with all interest thereon 
accrued to the date of such prepayment or repayment on the amount prepaid or repaid and, in the case of prepayments of 
Eurodollar Rate Advances, any amount payable to the Lenders pursuant to Section 2.1 5 and/or (ii) (ii) in the case of any 
LC Outstandings, the deposit in cash in a cash collateral account established with the Administrative Agent, on terms and 
conditions satisfactory to the Administrative Agent and the LC Bank, in each case to the extent, if any, that the PSI Energy 
Outstanding Extensions of Credit exceed the amount of the PSI Energy Sublimit as proposed to be reduced; and 



(iii) PSI Energy shall not have the right to reduce the PSI Energy Sublirnit to an amount less thari the aggregate 
then existing LC Outstarldirlgs with respect to Letters of Credit issued for its account. 

(d) ULH&P shall have the right, upon at least three Business Days' irrevocable notice to the Administrative Agent, to 
permanently reduce or terminate the ULH&P Sublimit in whole or in part as ULH&P rnay specify in such notice; provided 
that: 

(i) each such partial reduction shall be in the aggregate arriount of $1 0,000,000 or any integral rriultiple of 
$1,000,000 in excess thereof; 

(ii) any such reduction shall be accompanied by (i) the prepayment of Advances, together with all interest thereori 
accrued to the date of such prepayment or repayment on the amount prepaid or repaid and, in the case of prepayments of 
Eurodollar Rate Advances, arly arnount payable to the Lenders pursuant to Section 2.1 5 and/or (ii) (ii) in the case of any 
LC Outstandings, the deposit in cash in a cash collateral account established with the Adrrlirlistrative Agent, on terms and 
conditions satisfactory to the Administrative Agent and the LC Bank, in each case to the extent, if any, that the ULH&P 
Outstanding Extensions of Credit exceed the amount of the ULH&P Sublimit as proposed to be reduced; and 

(iii) ULH&P shall not have the right to reduce the ULH&P Sublimit to an amount less than the aggregate then 
existing LC Outstandings with respect to Letters of Credit issued for its account. 

SECTION 2.5. Mandatory Reduction of CG&E Sublimit; Increase in ULH&P Sublimit. 

(a) The CG&E Sublimit shall, upon the disposition by CG&E or its Subsidiaries of all or substantially all of the generation 
assets of CG&E and its Subsidiaries, other than to a direct or indirect wholly-owned Subsidiary of CG&E, be permanently 
reduced to $250,000,000. Such reduction shall be accorripariied by (i) the prepayment of Advances, together with all 
interest thereon accrued to the date of such prepayment or repayment on the amount prepaid or repaid and, in the case of 
prepaymerlts of Eurodollar Rate Advances, any amount payable to the Lenders pursuant to Section 2.1 5, and/or (ii) the 
deposit in cash in a cash collateral account established with the Administrative Agent, on terms and conditions 
satisfactory to the Adrnirlistrative Agent arid the 1-C Bank, in each case to the extent, if any, that the CG&E Outstanding 
Extensions of Credit exceed the amount of the CG&E Sublimit, as reduced. Notwithstanding the above, the CG&E 
Sublimit shall not be reduced if the Consolidated Net Worth of CG&E following such disposition of generation assets is at 
least $1,000,000,000. 

(b) 'The ULH&P Sublimit may be increased to $100,000.000 upon receipt by the Administrative Agent of a notice from a 
Responsible Olficer of ULH&P certifying that the transactions described in Schedule 2.5(b) have been consummated. 

SECTION 2.6. Repayment of Advances; Prepayment. 

(a) Each Borrower shall repay the outstanding principal amount of all Advances made to it no later than the Termination 
Date. 

(b) Each Borrower may upon notice given by such Borrower to the Administrative Agent via facsimile transmission in 
accordance with Section 9.2 hereof not later than 1 J :00 A.M. (New York City time) on the Business Day that is: (i) three 
Business Days prior to the proposed prepayment of Eurodollar Rate Advances, or (ii) one Business Day prior to the 
proposed prepayment of Base Rate Advances, stating the proposed date and aggregate principal arriourit of the 
prepayment and if such notice is given sucti 





Bo~rowel shall, prepay the outstanding principal amoilnts of thc Advances made as part of the same Borrowing in  whole 01 ~atably in 
part, togcthel with accrued interest to the date of such prcpayment on the principal amount prepaid; provided, however; that (A) each 
partial prepayment shall be in an aggregate principal amount not less than $3,000,000 or any integlal multiple of $1,000,000 in cxces? 
thereof and (B) in the case of any such prepayment of a Eurodollar Iiatc Advance, such Bo~~ower shall be obligated to reimburse the 
Lenders in  respect thereof pursuant to Section 2.14 on the date of such prepayment" 

(c) Until suet-1 time as any Borrower designates all or a portion of its Maximum Borrowing Amount as "long-term" pursuant 
to a notice (each, a "Long-Term Debt Designation") substantially in the form of Exhibit F hereto, each Borrower 
designates that Advances made to such Borrower which have not been designated as lorig terrri shall be repayable within 
365 days frorri the date of the Advance. Ariy such Long-Term Debt Designation rnay designate any outstanding Advance 
made to such Borrower as a long-term loan, repayable more than 365 days from the date of the Advance but no later 
than the Termination Date. Designation of any outstanding Advance as long-term shall not affect the Type of such 
Advance or the lnterest Rate Period applicable thereto. 

SECTION 2.7. Conversion and Continuation Options. 

(a) The Borrower may elect from time to time to convert Eurodollar Rate Advances to Base Rate Advances by giving the 
Adnliriistrative Agerit prior irrevocable notice of such election no later than 11 :00 A.M., New York City tirne, on the 
Business Day of the proposed coriversion date, provided that any such coriversion of Eurodollar Rate Advances may only 
be made on the last day of an lnterest Period with respect thereto. The Borrower niay elect from time to time to convert 
Base Rate Advances to Eurodollar Rate Advances by giving the Administrative Agent prior irrevocable notice of such 
electiorl no later than 11 :00 A.M., New York City tirne, three Business Days prior to the proposed conversiorl date (which 
notice shall specify the length of the initial lnterest Period therefor), providedthat no Base Rate Advarice may be 
converted into a Eurodollar Rate Advarice when any Event of Default has occurred and is contiriuirig and the 
Administrative Agent or the Required Lenders have determined in its or their sole discretion not to permit such 
conversions. Upon receipt of any such notice the Adrnirlistrative Agent shall promptly notify each Lender thereof. 

(b) Ariy Eurodollar Rate Advance may be continued as such upon the expiration of the then current lnterest Period with 
respect thereto by the Borrower giving irrevocable notice to the Administrative Agent not later than 11 :00 A.M., New York 
City time, three Business Days prior to the last day of the then current lnterest Period, of the length of the next lnterest 
Period to be applicable to such Advances, provided that no Eurodollar Rate Advance may be continued as such when any 
Event of Default has occurred and is continuing and the Administrative Agent has or the Required Lenders have 
determined in its or their sole discretion not to permit such continuations. Upon receipt of any such notice the 
Adniinistrative Agerit shall prorriptly notify each Lender thereof. 

SECTION 2.8. lnterest on Advances. 

Each Borrower shall pay interest on the unpaid principal amount of each Advance made to it by each Lender under the Total 
Commitment from the date such Advance is rnade until such principal amount shall be paid in full, at the following rates per arznum: 

(a) Base Rate Advances. If such Advance is a Base Rate Advance, a rate per annum equal at all tirnes to the sum of 
(i) the Base Rate in effect from time to time and (ii) the Applicable Margin, payable on the last Business Day of each 
March, June, September arid December to occur while such Advance is outstanding and on the date such Base Rate 
Advance shall be paid in full; provided, however, that any amount of principal or interest which is not paid when due 
(whether at stated maturity, by acceleratiori or 



otherwise) shall bear interest, from the date on which such amount is due until such amount is paid in full, payable on demand, at a 
rate per- annum equal at all times to 2% per- ~ I Z I ~ L I I ~ I  plus the Base Rate in effect from time to time. 

(b) Eurodollar Rate Advances. If such Advance is a Eurodollar Rate Advance, a rate per annilm equal at all times 
during the lnterest Period for such Advance to the sum of (i) the Eurodollar Rate for such lnterest Period plus (ii) the 
Applicable Margin, payable on the last day of such lnterest Period, and also, in the case of any lnterest Period of six 
months' duration, on that day of the third month of such lnterest Period which corresponds with the first day of such 
lnterest Period (or, if any such month does not have a corresponding day, then on the last day of such third month); 
provided, however, that any amount of principal or interest which is not paid when due (whether at stated maturity, by 
acceleration or otherwise) shall bear interest, from the date on which such amount is due until such amount is paid in full, 
payable on demand, at a rate per annum equal at all times to 2% per annilm above the rate per annum required to be 
paid on such Advance immediately prior to the date on which such amount became due. 

SECTION 2.9. Additional lnterest on Eurodollar Rate Advances. 

Each Borrower shall pay to each Lender, so long as such L,ender shall be required under regulations of the Board of 
Governors of the Federal Reserve System to maintain reserves with respect to liabilities or assets consisting of or including 
Eurocurrency Liabilities. additional interest on the unpaid principal amount of each Eurodollar Rate Advance made to it by such 
Lender, from thc date of such Advance until such principal amount is paid in full, at an interest rate per- ar1nuni equal at all times to the 
difference obtained by suDt~.actiilg (a) the Eurodollar Rate for the Interest Peliod for such Eurodollar Rate Advance from (b) the rate 
obtained by dividing such Eurodollar Rate by a percentage equal to 100% nzin~rs the L,IBOR Reserve Percentage of such Lender for 
such Interest Period or such term. as the case may be, payable on each date on which interest is payable on such Advance. Such 
additional interest shall be determined by such L.ender and notified to such Borrower through the Administrative Agent. 

SECTlON 2.10. lnterest Rate Determination. 

The Administrative Agent shall give prompt notice to the Borrowers and the Lenders of the applicable interest rate determined by the 
Administrative Agent for purposes of Section 2.8(a) or Section 2.8(b). 

SECTION 2.11. Increased Costs; Capital Adequacy. 

(a) If, due to either (i) the introduction of or any change in or in the interpretation of any law or regulation after the date 
hereof, or (ii) the compliance with any guideline or request from any central bank or other Governmental Authority 
(whether or not having the force of law) issued or made after the date hereof, there shall be reasonably incurred any 
increase in (A) the cost to any Lender of agreeing to make or making, funding or maintaining Eurodollar Rate Advances, 
or of participating in the issuance, maintenance or funding of any Letter of Credit or any Unreimbursed LC Disbursement, 
or (B) the cost to the LC Bank of issuing or maintaining any Letter of Credit or any Unreimbursed LC Disbursement, then 
the relevant Borrower shall from time to time, upon demand by such Lender or the LC Bank, as the case may be (with a 
copy of such demand to the Administrative Agent), pay to the Administrative Agent for the account of such Lender or the 
LC Bank, as the case may be, additional amounts sufficient to compensate such Lender or the LC Bank, as the case may 
be, for si~ch increased cost. 

(b) If any Lender or the LC Bank determines that (i) compliance with any law or regulation or any guideline or request 
'rom any central bank or other Governmental Authority (whether or not having the force of law) affects or would affect the 
amount of capital required or expected to be maintained by such Lender, any Person controlling such Lender or the LC 
Bank, whether directly, or indirectly as a 





result of cotnmit~nents of any such Person controlling such Lender or the LC Bank (but without duplication). and (ii) the amount of 
such capital is increased by or based upon (A) the existence of such Lender's or the LC Bank's commitment to lend or issue or 
participate in any L,etter of Credit hereunder, or (B) the participation in or issuance or maintenance of any L,ettcr ol Crcdit or Advance 
IS (C) othel similar such co~nlnitlnents hereunder, thcn. upon demand by such L,ender, such Person controlling such L,cnder or thc LC 
Bank, the relevant Borrowel shall immediately pay to the Administrative Agent lor the account of such Lcnder or the LC Bank from 
time to time as specified by such L,cndcr or the L C  Bank additional amounts sufficient to compensate such L.ender, such Person 
controlling such L,ender or the LC Bank in the light of such circumstances. to the extent that such Lender, such Person controlling 
such Lcnder or the LC Bank reasonably determines such increase in capital to be allocable to the transactions contelnplatcd hereby. 

(c) Each Borrower's obligations under this Section 2.1 1 shall survive the repayment of all amounts owing to the Lenders, 
the LC Bank and the Administrative Agent under the Financing Documents and the termination of the Commitments. 

SECTION 2.12. Payments and Computations. 

(a) Each Borrower shall make each payment hereunder not later than 11 :00 A.M. (New York City time) on the day when 
due in U.S. dollars and without offset or counterclaim to the Administrative Agent at its address referred to in Section 9.2 
in same day funds, and, in the case of a payment made to the Administrative Agent for the account of the Lenders, such 
payment shall be deemed to have been received by the Lenders upon receipt thereof by the Administrative Agent. The 
Administrative Agent will promptly thereafter cause to be distributed like funds to the Lenders entitled thereto for the 
account of their respective Applicable Lending Offices, in each case to be applied in accordance with the terms of this 
Agreement. 

(b) All computations of interest based on the Base Rate (when based on the prime rate) shall be made by the 
'Administrative Agent on the basis of a year of 365 or 366 days, as the case may be, and all computations of interest 
oased on the Eurodollar Rate or Federal Funds Rate (including the Base Rate when based on the Federal Funds Rate) 
shall be made by the Administrative Agent, and all computations of interest pursuant to Section 2.9 shall be made by a 
Lender, on the basis of a year of 360 days, in each case for the actual nl~mber of days (including the first day but 
excluding the last day) occurring in the period for which such interest is payable. Each determination by the Administrative 
Agent (or, in the case of Section 2.9, by a Lender) of an interest rate hereunder shall be conclusive and binding for all 
purposes, absent manifest error. 

(c) Whenever any payment herehnder shall be stated to be due on a day other than a Business Day, such payment shall 
be made on the next sl~cceeding Business Day, and such extension of time shall in such case be included in the 
computation of payment of interest or any fee payable or contemplated hereunder, as the case may be; provided, 
however, if such extension would cause payment of interest on or principal of Eurodollar Rate Advances to be made in the 
next following calendar month, such payment shall be made on the next preceding Business Day. 

(d) Unless the Administrative Agent shall have received notice from a Borrower prior to the date on which any payment is 
due to the Lenders hereunder that such Borrower will not make such payment in full, the Administrative Agent may 
assume that such Borrower has made such payment in full to the Administrative Agent on such date and the 
Administrative Agent may, in reliance upon such assumption, cause to be distributed to each Lender on such due date an 
amount equal to the amount then due such Lender. If and to the extent stlch Borrower shall not have so made such 
payment in full to the Administrative Agent, each Lender shall repay to the Administrative Agent forthwith on demand such 
amount distributed to such Lender together with interest thereon, for each day from the date such amount 



is distributed to such Lender until the date such Lender repays such amount to the Administrative Agent, at the Federal Funds Rate. 

SECTION 2.13. Taxes. 

(a) Any and all payments by the Borrowers hereunder shall be made, in accordance with Section 2.12, free and clear of, 
and without deduction or withholding for or on account of, any present or future income, stamp or other taxes, levies, 
irnposts, duties, charges, fees, deductions or withholdings, now or hereafter imposed, levied, collected, withheld or 
assessed by any Governmental Authority, excluding net income taxes, taxes on overall capital and franchise or capital 
taxes (imposed in lieu of net income taxes) imposed on the Adrninistrative Agent or any Lender as a result of a present or 
former connection between the Administrative Agent or such Lender and the jurisdiction of the Governmental Authority 
imposing such tax or any political subdivision or taxirig authority thereof or therein (other than any such connection arising 
solely from the Administrative Agent or such Lender having executed, delivered or performed its obligations or received a 
payment under, or enforced, this Agreement). If any sucti non-excluded taxes, levies, imposts, duties, charges, fees, 
deductions or withholdings ("Non-Excluded Taxes") or Other 'Taxes (as defined below) are required to be withheld from 
any arnounts payable to the Administrative Agent or any Lender hereunder, the arnounts so payable to the Administrative 
Agent or such Lerider shall be increased to the extent necessary to yield to the Administrative Agent or such Lender (after 
payment of all Non-Excluded Taxes and Other Taxes) interest or any such other amounts payable hereunder at the rates 
or in the amounts specified in this Agreement, provided, however, that no Borrower shall be required to increase any such 
amounts payable to any Lerider with respect to any Non-Excluded Taxes (i) that are attributable to such Lender's failure 
to comply with the requirerrierits of paragraph (d) or (e) of this Section 2.13 at all times during the continuance of this 
agreement or (ii) that are United States withholding taxes imposed on amounts payable to such Lender at the time such 
Lender becomes a party to this Agreement, except to the extent that such L.erider's assignor (if any) was entitled, at the 
time of assignment, to receive additional amounts from such Borrower with respect to such Non-Excluded Taxes 
pursuant to this paragraph. 

(b) In addition, each Borrower agrees to pay any and all present or future stamp or documeritary taxes or any other 
excise or property taxes, charges or similar levies arising from any payment made hereunder or from the execution, 
delivery or enforcernent of, or otherwise with respect to, this Agreerrierit ("Other Taxes"). 

(c) Whenever any Non-Excluded Taxes or Other Taxes are payable by a Borrower, as promptly as possible thereafter 
such Borrower shall send to the Adniiriistrative Agent for its own account or for the account of the relevant Lender, as the 
case may be, a certified copy of an original official receipt received by such Borrower showing payment thereof. If suct.1 
Borrower fails to pay any Non-Excluded Taxes or Other Taxes when due to the appropriate taxing authority or fails to 
rerriit to the Administrative Agent the required receipts or other required documentary evidence, sucti Borrower stiall 
indemnify the Administrative Agent and the Lenders for any incremental taxes, interest or penalties that may becorne 
payable by the Administrative Agent or any Lender as a result of any such failure; provided no Borrower shall be liable 
hereunder for any incremental taxes, interest or penalties resulting frorn the failure to pay when due any Non-Excluded 
Taxes or Other Taxes imposed directly on the Administrative Agent or any Lender if such Borrower shall not have 
received written notice at least five Business Days prior to the due date thereof. 

(d) Each Lender (or Transferee) that is not a "U.S. Person" as defined in Section 7701 (a)(30) of the Code (a "Non-U.S. 
Lender") shall deliver to the Borrowers and the Administrative Agent (or, in the case of a Participant, to the Lender from 
which the related participation shall have been purchased) two copies of either U.S. Internal Revenue Service 
Forrri W-8BEN or Form W-8ECI, or, in the case of a Non-U.S. Lender claiming exemption from U.S. federal withholding 
tax under Section 871 (h) or 881 (c) 



of the Code with respect to payments of "portfolio interest", a statement substantially in the form of Exhibit H and a Form W-8BEN, 
or any subsequent vcrsions thereof or successors thereto, properly completed and duly executed by such Non-1J.S. L,ender claiming 
complete exemption from, or a reduced rate of, U.S. fcderal withholding tax on all payments by the Borrowers under this Agrecmcnt. 
Such forms shall be delivered by each Non-1.J.S. L,ender on or before the date it becomes a party to this Agreement (or, in  the case of 
any Participant. on or befbrc thc date such Participant purchases the related participation). In addition. each Non-U.S. Lender shall 
dcliver such forms prolnptly upon the obsolescence or invalidity of any form plcviously delivered by such Non-U.S. Lender. Each 
Non-1J.S. L,ender shall promptly notify the Borrowers at any time it determines that i t  is no longer in a position to provide any 
previously delivered certificate to the Borrowcrs (or any other form of ccrtitication adopted by the U.S. taxing authorities for such 
purpose). Notwithstanding any other provision of this paragraph, a Non-U.S. Lender shall not be required to dcliver any form 
pursuant to this paraglaph that such Non-1J.S. L.ender is not legally able to dcliver. 

(e) A Lender that is entitled to an exemption from or reduction of non-U.S. withholding tax l~nder the law of the jurisdiction 
in which any Borrower is located, or any treaty to which such jurisdiction is a party, with respect to payments under this 
Agreement shall deliver to such Borrower (with a copy to the Administrative Agent), at the time or times prescribed by 
applicable law or reasonably requested by such Borrower, such properly completed and executed documentation 
prescribed by applicable law as will permit such payments to be made without withholding or at a reduced rate, provided 
that such Lender is legally entitled to complete, execute and deliver such documentation and in such Lender's judgment 
such completion, execution or submission would not materially prejudice the legal position of such Lender. 

(f) The agreements in this Section 2.13 shall survive the termination of this Agreement and the payment of the Advances 
and all other amounts payable hereunder. The Lenders and the Administrative Agent use commercially reasonable 
efforts to avoid or mitigate any tax, duty or charge for which the Borrower may be liable under this Section 2.13. 

SECTION 2.14. Sharing of Payments, Etc. 

If any Lender shall obtain any payment (whether voluntary, involuntary, through the exercise of any right of set-off or 
otherwise) on account of principal or interest in respect of Advances owing to it or on account of any fee, expense, indemnification or 
other obligation payable by any Borrower to such Lender hereunder (other than pursuant to Sections 2.2(c)(i), 2.9, 2.1 1, 2.13, 2.16 and 
9.7) and the ratio of the amount of such payment (a "rton-pro ratapaymerzt") to the total amount of such interest. principal, fee, 
cxpense, indemnification or othcr obligation then payable to it shall exceed the ratio of the amount of the payment substantially 
coincidentally reccived by any other Lender on account of principal or interest, in respect of such other L,ender's Advances or such 
See, expense, indemnification or other obligation to the total amount of such interest, principal. fee, expense, indemnification or other 
obligation then payable to such other L,ender (a Lender being entitled to assume, in the absence of knowledge to the contrary, that a 
payment received from the Administrative Agent pursuant to Section 2.12(a) is not a non-pro rata payment), such Lender shall 
forthwith purchase from each such other Lender such participation or participations in the right of each such othcr Lender to receive 
such principal, interest, See, expense, indemnification or other obligation as shall be necessary to cause such purchasing Lender to 
share such non-pro rata payment ratably (relative to the amounts of such principal, interest, fee, expense, indemnification or other 
obligation payable at the date of the obtaining of such non-pro rata payment to such L,ender and each such other Lender. respectively, 
unless the relevant Lenders shall agree as to another basis for sharing), provided, however, that if all or any portion of such excess 
payment is thereafter recovered from such purchasing Lender, such purchase from each Lender shall be rescinded and each such 
L.ender shall repay to the purchasing Lender the purchase price to the extent of such recovery together with an amount equal to such 
Lender's ratable share (according to the proportion of 



(a) the amount of such Lender's required repayment to (b) the total amount so recovered from the purchasing Lender) of any interest 
or other amount paid or payable by the purchasing Lender in respect of' the total amount so recovered. Each Borrower agrees that any 
Lender so purchasing a participation from another Lender pursuant to this Section 2.14 may, to the fullest extent permitted by law, 
exercise all its rights of payment (including the right of set-off) with respect to such participation as fully as if such Lender were the: 
direct creditor of such Borrower in the amount ol'such participation. 

SECTION 2.15. Funding Indemnity. 

Each Bor~owel agrees to indemnify and hold harmless the Admlnistratlve Agent and the Lcndels lrom any loss or expense 
which they or any of thcm may sustain or incur as a result o f  . 

(a) ttie failure of sucti Borrower to rriake a Borrowing or a conversion into or contiriuatiori of Eurodollar Rate Advances 
after having notified the Administrative Agent of its intention to do so in accordance with Section 2.2 or 2.7, as applicable 
(whether by reason of such Borrower's election riot to proceed with, or the non-fulfillment of any applicable coriditiori 
precedent to, such Borrowing); 

(b) the failure by such Borrower to prepay any Advance or rnake any conversion from Eurodollar Rate Advances after 
giving notice of its intention to do so pursuant to Section 2.6(b) or 2.7(a), as applicable; 

(c) the repayment or prepayrnerit of any Advance in whole or in part by such Borrower other than (i) on the last day of the 
Interest Period applicable thereto, in the case of a Eurodollar Rate Advance or (ii) on the date specified in a notice given 
in accordance with Section 2.6(b) in the case of any Advance; or 

(d) ttie failure by such Borrower to pay the principal of or interest or1 any Advance when due (whether at stated maturity, 
upon acceleration or otherwise), including but riot lirnited to any such loss or expense arising frorri interest, fees or other 
amounts payable by the Administrative Agerit or any of the Lenders to lenders of funds obtained by them in order to rriake 
and maintain the Advances hereunder. 

SECTION 2.16. Notice of Amounts Payable; Mitigation Obligations; Replacement of Lenders. 

(a) In the event that the LC Bank or any Lender becomes aware that any amounts are or will be owed to it pursuant to 
Section 2.1 1, 2.13, or 2.15, then it shall promptly notify the relevant Borrower thereof and, as soon as possible thereafter, 
such Lender shall subrriit such Borrower a certificate indicating the arnount owing to it and the calculation thereof. The 
amourits set forth in such certificate shall be prima facie evidence of the obligations of the Company hereunder; provided, 
however, that the failure of the Company to pay any amount owing to any Lender pursuant to subsectiori 2.1 1,2.13 or 
2.1 5 shall not be deemed to constitute a Default or an Event of Default hereunder to the extent that the relevant Borrower 
is contesting in good faith its obligation to pay such amount by ongoing discussions diligently pursued witti such Lender or 
by appropriate proceedings. The Borrowers shall not be required to compensate a Lender pursuant to Section 2.1 1, 2.13, 
or 2.15 suffered rriore than 180 days prior to the date that such Lender notifies the relevant Borrower of the circurnstances 
giving rise to such additional arnount owed and of such Lender's intention to claini compensation therefor (except that, if 
the circumstance giving rise to such additional amount is retroactive, then the 180-day period referred to above shall be 
extended to include the period of retroactive effect thereof). 

(b) If any Lender requests compensation under Section 2.1 1, or requires any Borrower to pay any additional arriourit to 
any Lender or any Governmental Authority for the account of any Lender pursuant to Section 2.1 3, then such Lender shall 
use commercially reasonable efforts to designate a different 





lending office for funding or booking its Advances hereunder 01 to assign its rights and obligations hereunder to another of its offices, 
branches or affiliates, if, in the judgment of such Lender, such designation or. assignment (i) would eliminate or reduce amounts 
payable pursuant to Section 2.1 1 or 2.13, as the case may be, in the future and (ii) would not subject such Lender to any unreimburser' 
cost or expense and would not otherwise be disadvantageous to such Lender. Each Borrower hereby agrees to pay all reasonable 
documented costs and expenses incursed by any Lender in connection with any such designation or assignment. 

(c) If ariy Lender shall (i) fail to repay within five Business Days of the date of the requested Advance any amounts owing 
by such Lender pursuant to Section 2.2(d), (ii) make any claim for cornpensation pursuant to Section 2.1 1 or 2.1 3 
hereunder, or (iii) decline to consent to any waiver or arrleridment of, or departure from, ttie terms of this Agreement 
described in ttie first proviso to Section 9.1 (any such Lender described in clause (i), (ii) or (iii) being herein referred to as 
an "Affected Lender"), such Borrower shall have the right to replace such Affected Lender by causing such Affected 
Lender to enter irito one or more Assignments and Acceptarlces (the terms of which shall be reasonably acceptable to 
such Affected Lender) in respect of its entire Commitment, the Advances held by it and all other amounts owing to it in 
respect thereof (including pursuant to Section 2.1 5, unless paid by such Borrower directly) with one or more banks or 
other financial institutions selected by such Borrower with the consent of the Administrative Agent (not to be unreasonably 
withheld) and the LC Bank (which consent may be granted or withheld in the sole discretion of the LC Bank). The 
effective date of any such Assignrrlent and Acceptance shall be such date as may be selected by such Borrower and the 
relevant assignee(s), and all other matters relating to such Assignrnerlt and Acceptance stiall be governed by Section 9.7 
hereof. Each Lender agrees to enter irito any such Assignments and Acceptances as may be required by this 
Section (assuming the same are properly and accurately completed) in the event such Lender becorries an Affected 
Lender. 

SECTION 2.17. Total Commitment Increase. 

Cinergy may, at any time by written notice to the Administrative Agent, propose an increase in the Total Commitment (each 
such proposed increase being a "Commitment hzcrease") either by having a Lender increase its Commitment then in effect (each an 
"Increasing Lender") or by adding as a Lender with a new Commitrnent a Person which is not then a Lender hereunder (each a "New 
Lender"), subject, in the case of a New Lender to the consent of the Administrative Agent (which consent shall not be unreasonably 
withheld or delayed) and the LC Bank (which consent may be granted 01 withheld in the sole discretion of the LC Bank), which notice 
shall specify the name of each Increasing Lender and/or New Lender, as applicable, the amount of the Comrnitn~ent Increase and the 
portion thereof being assumed by each such Increasing Lender or New Lender, and the date on which such Commitment Increase is to 
be effective (the "Cornmitrnent Increase Effective Date") (which shall be a Business Day at least three Business Days after delivery 
of such notice and 30 days prior to the Termination Date); provicled, that: 

(a) the minimuni amount of the increase of the Commitment of any Increasing Lender, and the minimum amount of 
the Commitment of any New Lender, as part of any Commitment lncrease shall be $5,000,000 or an integral rnultiple of 
$1,000,000 in excess thereof; 

(b) immediately after giving effect to any Cornmitmerlt Increase, the Total Commitment hereunder shall not exceed 
$2,500,000,000; 

(c) no Default or Event of Default shall have occurred and be continuing on the relevant Cornmitnient Increase Date 
or shall result from any Comrrlitment Increase; 



(dl the Administrative Agent shall have received (i) a copy of the resolutions, in form and substance satisfactory to 
the Administrative Agent, of the Board of Directors or the Executive Committee of the Board of Directors of Cinergy 
authorizing the borrowings contemplated pursuant to such increase, certified by the Secretary or an Assistant Secretary of 
3inergy and (ii) from any New Lender, any administrative information reasonably requested from the Administrative 
Agent; and 

(el as of any Commitment Increase Effect Date the representations and warranties contained in Section 5.1 are true 
and correct in all material respects, as if made on and as of such date (or, if any such representation or warranty is 
expressly stated to have been made as of a specific date, as of such specific date); 

Each Commitment Incrcasc (and the increase 01 the Commitment of each Increasing Lendcr andlor the new Commitment of each New 
Lender, as applicable, resulting therefrom) shall become effective as ol the relevant Commitment Increase Datc upon receipt by the 
Administrative Agent, on or prior to 11:00 a.m., New York City time, on such Commitment Increase Date, of (A) a certificate of a 
duly authorized officer ofcincrgy stating that the conditions with respect to such Commitment Increase under this Section 2.17 have 
been satisfied and (B) an agreement, in form and substance reasonably satisfactory to Cinergy and the Administrative Agent, pursuant 
to which, effective as of such Com~nitment Increase Date, the Commitment of each such Increasing Lender shall be increased andlor 
each such New L,ender shall undertake a Commitment, duly cxecuted by such Increasing Lender or New L.ender, as the case may be, 
and the Borrowers and acknowledged by each Person for whom consent is required. Upon the Administrative Agent's receipt of a 
fully executed agreement from each Increasing L,endcr andlor New L.ender referred to in clause (B) above, togethe1 with the certificate 
refelred to in clause (A) above, the Administrative Agent shall record the information contained in each such agreement and give 
prompt notice of the relevant Commitment Increase to the Borrowers and the Lenders (including, if applicable, each New Lender). 
On each Commitment Increase Date, in the event Advances are then outstanding, (i) each relevant Increasing Lendcr and New Lender 
shall make available to the Administrative Agent such amounts in immediately available funds as such Administrative Agent shall 
determine, for the benefit of the other relevant Lenders, as being required in order to cause. after giving effect to such increase and the 
application of such amounts to make payments to such other relevant L.enders, the Advances to be held ratably by all L.enders in 
accordance with the i~  respective Commitments, (ii) the Borrowers shall be deemed to have prepaid and reborrowed all outstanding 
Advances as of such Commitment Increase Date (with such borrowing to consist of the L,oans, with related Interest Periods if 
ipplicable, specified in a notice delivered by the applicable Borrower in accordancc with the requirements hereof and (iii) Cinergy 
shall pay to the relevant Lenders the amounts, if any, payable under Section 2.15 as a result of such prepayment. Notwithstanding the 
foregoing, no Lender shall be under any obligation to increase the amount of its Commitment, and each L.ender may, in its sole 
discretion, decline a proposition to increase its Commitment. 

SECTION 2.18. Extension of Termination Date. 

On two occasions. not more than 60 days and not less than 45 days, prior to each anniversary of the Effective Date prior to 
and including the Termination Date then in effect, the Borrower may by written notice to the Administrative Agent request that the 
Termination Date be extended for an additional one-year period. Each Lender may, in its sole discretion, agree or decline the 
requested extension. The Termination Date as to the Commitment of each consenting L,ender shall bc extended for an additional 
one-year period as of the date of such anniversary of the Effective Datc, subject to (a) the consent of the Required Lenders to each 
such extension request and (b) the following statements made by each Borrower to the extent applicable to it shall bc true and correct 
as of the date of such request (and the giving of the applicable notice shall constitute a representation and warranty that such 
statements arc true and correct as of such date): (i) no Default or Event of Default has occurred and is continuing and (ii) the 



~epresentations and warranties contained in Section 5.1 shall be true and correct in all material respects. The Borrower shall be 
permitted to replace any non-consenting Lender with a bank or financial institution acceptable to the Administrative Agent and the 
LC Bank; provided that after giving elfect to any extension of the Termination Date, the outstanding Extensions of Credit shall not 
exceed the 'I'otal Commitment then in effect. 

ARTICLE I11 
LETTERS OF CREDIT 

SECUON 3.1. LC Bank. 

(a) Subject to ttie terms and conditions hereof, each Borrower may from time to time request Barclays, as LC Bank, to 
issue one or rriore Letters of Credit hereunder for the account of the requesting Borrower. Any such request by any 
Borrower shall be notified to the Administrative Agent at least two Business Days prior to the date upon which such 
Borrower proposes that the LC Bank issue such Letter of Credit. At no tirrie, as a result of ttie issuance of ariy Letter of 
Credit hereunder, shall (i) the aggregate face amount of all Letters of Credit outstanding exceed the LC Subliniit then in 
effect, (ii) the Outstanding Exterisions of Credit exceed the Total Commitment then in effect, (iii) ttie CG&E Outstariding 
Extensions of Credit exceed the CG&E Sublimit, (iv) the PSI Energy Outstandiriy Exterisions of Credit exceed the PSI 
Sublimit then in effect or (v) the ULH&P Outstanding Extensions of Credit exceed ttie ULH&P Sublimit then in effect. 

SECTION 3.2. Letters of Credit. 

Each Letter of Credit shall be issued (or the stated maturity thereof extended or terms thereof modified or amended) on not ., 

less than two Business Days' prior written notice thereof to the Administrative Agent (which shall promptly distribute copies thereof 
to the Lenders) and the LC Bank. Each such notice (a "Request for Issuance") shall specify (a) the date (which shall be a Business 
Day) of' issuance of such Letter of Credit (or the date of effectiveness of such extension, modification or amendment) and the stated 
expiry date thereof (which shall not be later than (i) the Termination Date, in the case of any Letter of Credit issued during the period 
frorn the Effective Date until the date that is the fourth anniversary thereof and (ii) one year from the date of issuance of such Letter of 
Credit, in the case of any Letter of Credit issued after the date which is the Iburtl.1 anniversary of the Effective Date; provided that no 
Letter of Credit issued on or after the date which is 90 days prior to the Termination Date shall have a stated expiry date which is later 
than the Termination Date), (b) the proposed stated amount of such Letter of Credit and (c) such other info~mation as shall 
demonstrate compliance of such Letter of Credit with the requirements specified therefor in this Agreement. Each Request for 
Issuance shall be irrevocable unless modified or rescinded by the relevant Borrower not less than two days prior to the proposed date 
of issuance (or effectiveness) specified therein. If the LC Bank shall have approved the form of such Letter of Credit (or such 
extension, modification or amendment thereof), the LC Bank shall not later than 11:OO A.M. (New York City time) on the proposed 
date specified in such Request for Issuance, and upon fulfillment of the applicable conditions precedent and the other requirements set 
forth herein and as otherwise agreed to between the LC Bank and the relevant Borrower, issue (or extend, amend or modify) such 
Letter of Credit and provide notice and a copy thereof to the Administrative Agent. The Administrative Agent shall furnish (x) to each 
Lender, a copy of such notice and (y) to each Lender that may so request, a copy of such Letter of Credit. 

SECTION 3.3. Reimbursement on Demand. 

Subject to the provisions of Section 3.4 hereof, each Borrower hereby agrees to pay (whether with the proceeds of Advances 
made pursuant to this Agreement or otherwise) to the LC Bank on demand (a) on and after each date on which the LC Bank shall pay 
any amount under any Letter of Credit issued for its account a sum equal to such amount so paid (which surn shall constitute a demand 
loan from the 



L.C Bank to such Borrower from the date of such payment by the L,C Bank until so paid by such Borrower), plus (b) interest on any 
amount remaining unpaid by such Borrower to the LC Bank under clause (a), above, from the date such amount becomes payable on 
:!ernand until payment in full, at a rate per annum which is equal to 2% plus the then applicable Base Rate until paid in full. 

SECTION 3.4. Advances for Unreimbursed LC Disbursements. 

IS the L,C Bank shall make any payment under any L,etter ol Credit and if the conditions precedent set forth in Section 4.2 of 
this Agreement have been satisfied as oS the datc ol' such honor, then, each L,ender's payment made to the L,C Bank pursuant to 
Section 3.5 hereof in respect of such Unreimbursed LC Disburse~nent shall be deemed to constitute a Base Rate Advance made for the 
account of such Borrower by such L.ender. 

SECTION 3.5. Participation; Reimbursement of LC Bank. 

(a) Upon the issuance of any Letter of Credit by the LC Bank, the LC Bank hereby sells and transfers to each Lender, and 
each Lender hereby acquires from the LC Bank, an undivided interest and participation to the extent of such Lender's 
Commitment Percentage in and to such Letter of Credit, including the obligations of the LC Bank under and in respect 
thereof and the relevant Borrower's reimbursement and other obligations in respect thereof, whether now existing or 
hereafter arising. 

(b) If the LC Bank shall not have been reimbursed in full for any payment made by the LC Bank under any Letter of Credit 
on the date of such payment, the LC Bank shall promptly notify the Administrative Agent and the Administrative Agent 
;hall promptly notify each Lender of such non-reimbursement and the amount thereof. Upon receipt of such notice from 
the Administrative Agent, each Lender shall pay to the Administrative Agent for the account of the LC Bank an amount 
equal to such Lender's Commitment Percentage of such Unreimbursed LC Disbursement, plus interest on such amount at 
a rate per annum equal to the Federal Funds Rate from the date of such payment by the LC Bank to the date of payment 
to the LC Bank by such Lender. All such payments by each Lender shall be made in United States dollars and in same 
day funds not later than 3:00 P.M. (New York City time) on the later to occur of (i) the Business Day immediately following 
the date of such payment by the LC Bank and (ii) the Business Day on which such Lender shall have received notice of 
such non-reimbursement; provided, however, that if such notice is received by such Lender later than 11 :00 A.M. (New 
York City time) on such Business Day, such payment shall be payable on the next Business Day. Each Lender agrees 
that each such payment shall be made without any offset, abatement, withholding or reduction whatsoever. If a Lender 
shall have paid to the LC Bank its ratable portion of any Unreimbursed LC Disbursement, together with all interest thereon 
required by the second sentence of this subsection (b), such Lender shall. be entitled to receive its ratable share of all 
interest paid by the relevant Borrower in respect of such Unreimbursed LC Disbursement. If such Lender shall have made 
such payment to the LC Bank, but without all such interest thereon required by the second sentence of this subsection (b), 
such Lender shall be entitled to receive its ratable share of the interest paid by the relevant Borrower in respect of such 
Unreimbursed LC Disbursement only from the date it shall have paid all interest required by the second sentence of this 
~ i ~ b ~ e ~ t i ~ n  (b). 

(c) The failure of any Lender to make any payment to the LC Bank in accordance with subsection (b) above, shall not 
relieve any other Lender of its obligation to make payment, but neither the LC Bank nor any Lender shall be responsible 
for the failure of any other Lender to make such payment. If any Lender shall fail to make any payment to the LC Bank in 
accordance with subsection (b) above, then such Lender shall pay to the LC Bank forthwith on demand such 
corresponding amount together with interest thereon, for each day until the date such amount is repaid to the LC Bank at 
the Federal Funds Rate. Nothing herein shall in any way limit, waive or otherwise reduce any claims that any party hereto 
may have against any non-performing Lender. 



(d) If any Lerider shall fail to rriake any payment to the LC Barik iri accordance with subsection (b) above, then, in addition 
to other rights arid remedies which the LC Bank may have, the Administrative Agent is hereby authorized, at the request 
of the LC Bank, to withhold and to apply to the payment of such arnourits owing by such Lender to the LC Barik and any , 
related interest, that portion of any payment received by the Administrative Agent that would otherwise be payable to suci 
Lerider. In furtherance of the foregoing, if any Lerider shall fail to make any payment to the LC Bank in accordance with 
subsection (b), above, and such failure shall continue for five Business Days following written riotice of such failure frorn 
the LC Bank to such Lender, the LC Bank may acquire, or transfer to a third party in exchange for the sum or sums due 
from such Lender, such Lender's interest iri the related Unreimbursed LC Disbursement and all other rights of such 
Lender hereunder in respect thereof, without, however, relieving such Lender from any liability for darriages, costs and 
expenses suffered by the LC Bank as a result of such failure, and prior to such transfer, the LC Bank shall be deemed, for 
purposes of Sectiori 2.14 and Article Vll hereof, to be a Lender hereunder owed an Advance in an amount equal to the 
outstanding principal aniount due arid payable by such Lender to the Adrriiriistrative Agent for the account of such LC 
Bank pursuant to Section 3.5(b), above. The purchaser of any such interest shall be deerned to have acquired an interest 
senior to the interest of such Lender and shall be entitled to receive all subsequent payments which the LC Bank or the 
Adrniriistrative Agent would otherwise have made hereunder to such Lender in respect of such interest. 

SECTION 3.6. Obligations Absolute. 

The payment obligations of each Lender under Section 3.5(b) and of each Borrower under Section 3.3 of this Agreement in 
Icspect of any payment under any Letter of Credit and any Advance made under Section 3.4 shall be unconditional and irrevocable, 
and shall be paid strictly in accordance with the terms of this Agreement under all circumstances, including, without limitation, the 
following ci~cumstances: 

(a) any lack of validity or enforceability of any Firiaricirig Document or any other agreement or instrument relating thereto 
or to such Letter of Credit; 

(b) any arriendment or waiver of, or any consent to departure from, all or any of the Financing Documents; 

(c) the existence of any claim, set-off, defense or other right which the relevant Borrower may have at any tirrie against 
any beneficiary, or any transferee, of such Letter of Credit (or any Persons for whom any such beneficiary or any such 
transferee may be acting), the LC Bank, or any other Person, whether in coririection with this Agreement, the transactions 
contemplated hereiri or by such Letter of Credit, or any unrelated transaction; 

(d) any statement or any other document presented under such L.etter of Credit proving to be forged, fraudulent, invalid or 
irisufficient in any respect or any statement therein being untrue or inaccurate in any respect; 

(e) payrrierit in good faith by the LC Bank under the Letter of Credit issued by the LC Barik against presentation of a draft 
or certificate which does not comply with the terms of such Letter of Credit; or 

(0 any other circurnstance or happening whatsoever, whether or not sirriilar to any of the foregoing. 



SECTION 3.7. Liability of LC Bank and the Lenders. 

Each Borrower assumes all risks 01 thc acts and omissions of any beneficia~y or transferee ol any Lette~ of C~cdit issued for its 
account. Neither the L,C Bank, the L,enders nor any of their respective officers, directors, employees, agents or Affiliates shall be liable 
or responsible for (a) the use that may be made of such Letter of Credit or any acts or omissions ol any beneficiary or transferee 
thereof in  connection therewith, (b) thc validity. sulficiency or genuineness of documents, or of any endorsement thereon, even if  such 
documents should prove to be in any or all rcspects invalid, insulficient, fraudulent or lorgcd; (c) payment by the LC Bank against 
presentation of documcnts that do not comply with the terms ol such L.etter of Credit, including failure of any documents to bear 
adequate rcletcncc to such Letter of Credit; or (d) any other circumstances whatsoever in  making or failing to make payment under 
such Letter ol Credit. except that such Borrower or any L,ender shall have the right to bring suit against the L,C Bank. and thc L,C Bank 
shall be liable to such Bonower and any Lender, to the extent of any dircct. as opposed to consequential, damages suffered by such 
Borrower or such Lender which such Borrower or such L,cnder proves were caused by the L.C Bank's willlul ~nisconduct or gross 
negligence, including the LC Bank's failure to make timely payment under such L.etter of Credit following the presentation to i t  by the 
beneficiary thereof of a draft and accompanying certificate(s) which strictly comply with the terms and conditions of such L,etter of 
Credit. In furtherance and not in  limitation of the Tolegoing, the L,C Bank may accept sight drafts and accompanying certificates 
presented under the Letter 01 Credit issued by the LC Bank that appear on their face to be in  order, without responsibility for further 
investigation, regardless of any notice or info~mation to the contrary. Notwithstanding the foregoing. no L,ender shall be obligated to 
indemnify such Borrower for damages caused by the L,C Bank's willful misconduct or gross negligence. and the obligation of such 
Borrower to reimburse the L.endc~s hereunder shall be absolute and unconditional, notwithstanding the gross negligence or willful 
misconduct of the L,C Bank. 

SECTION 3.8. Cash Collateralization of Letters of Credit. 

If any Letters of Credit issued under this Article 111 shall remain outstanding as of the Termination Date as permitted by 
Section 3.2, each relevant Borrower shall, (a) not less than ten days prior to the Termination Date, deliver a notice to Administrative 
-\gent and the LC Bank identifying each such L.etter of Credit, including the respective amounts, not to exceed $50,000,000 in the 
aggregate, and stated cxpiry dates thereof and (b) not less than five Business Days prior to the Termination Date, deposit in cash in a 
cash collateral account established with the Administrative Agcnt, on terms and conditions satisfactory to the Administrative Agent 
and the LC Bank, an amount equal to the LC Outstandings with respect to such Letters of Credit, which Letters of Credit shall be 
permitted to remain outstanding after the Termination Date. The obligations of the Lenders under this Article 111 with respect to any 
such Letters of Credit shall expire on the Termination Date; provided. I7obve1ler, the obligations of such Borrower under this Article I11 
in  respect of such L,etters of Credit shall survive the Termination Date and shall remain in effect until no such Letters of Credit remain 
outstanding. 

SECTION 3.9. Existing Letters of Credit. 

Each of the letters of credit described on Schedule 3.9 hereto shall be deemed to be issued and outstanding under this 
Agreement on and as of the Effective Date. 



ARTICLE I V  
CONDITIONS PRECEDENT 

SECTlON 4.1. Conditions Precedent to Effective Date. 

This Agreement shall not become effective, and no Extensions of Credit shall be made hereunder, unless all of the conditions 
precedent set fo~ th  in this Section 4. I shall have been satisfied: 

(a) The Adrninistrative Agent shall have received, with a copy for each Bank: 

(i) the certificate or articles of incorporation, as theri in effect, of each Borrower, certified by the Secretary or an 
Assistant Secretary of such Borrower on the Effective Date; 

(i i) (A) a certificate of good standing of each Borrower (other than PSI Energy) frorri its state of incorporation and 
(B) satisfactory evidence of the status of PSI Energy as a duly organized and validly existing corporation under the laws of 
the State of Indiana, dated, in each case, as of a recent date; 

(iii) the by-laws, as then in effect, of each Borrower, certified by the Secretary or an Assistant Secretary of such 
Borrower on the Effective Date; 

(iv) the resolutioris of the Board of Directors of each Borrower, authorizing the execution and delivery of each 
Financing Document to whicti it is a party, and the continuing perforrriarice of the Financing Documents arid the 
Borrowirigs hereiri provided for, certified by a Secretary or Assistant Secretary of such Borrower on the Effective Date; 

(v) certified copies of all documerits evidencing other necessary corporate action and goverrirriental and regulatory 
approvals required to be obtained by each Borrower in conriectiori with the execution and delivery of the Financing 
Docurnents, and the continuing perforniarice of the Financing Docurrierits and the Borrowings hereiri provided for, certified 
by the Secretary or an Assistant Secretary of such Borrower on the Effective Date; and 

(vi) a certificate of the Secretary or an Assistant Secretary of each Borrower, dated the Effective Date, certifying the 
narnes and true signatures of the officers of such Borrower authorized to sign this Agreement and the ottier documents 
arid iristruments contemplated by this Agreement. 

(b) The Administrative Agent shall have received the Notes payable by each of the Borrowers to the order of each Bank 
with respect to its proportionate share of the Commitmerits. 

(c) The Administrative Agent shall have received favorable opinions, dated the Effective Date, of: 

(i) J. Williarri DuMond, Esq., Senior Counsel of the Borrowers, in substantially the forin of Exhibit C; and 



(ii) Simpson Thacher & Bartlett LLP, special counsel for the Administrative Agent, substantially in the form of 
Exhibit D hereto. 

(d) The following statements shall be true and the Administrative Agent shall have received, with a copy for each of 
the Banks, a certificate of a Responsible Officer of each Borrower, dated as of the Effective Date, stating that: 



( i )  the representations and warranties set fortti in Section 5.1 of this Agreement are true and correct on and as of 
the Effective Date as though made on and as of such date (except to the extent such represeritations and warranties 
expressly relate to another date, in which case sucti representations and warrarities are true as of such other date), and 

( i i )  no event has occurred and is continuing that constitutes a Default or an Event of Default. 

(e) The Borrowers shall have paid all fees under or referenced in Section 2.3 hereof, to the extent then due and payable. 

(f) The comrnitrnents of the lenders under the Existing Credit Agreements shall have been terminated, no extensions of 
credit (other thari the Existing Letters of Credit) and no interest thereon shall be outstanding or other amounts be due and 
owing thereunder. 

(g) The Administrative Agent shall have received such other approvals, opinions or docurnerits as any Bank through the 
Adrriiriistrative Agent may reasonably request. 

SECUON 4.2. Conditions Precedent to All Extensions of Credit. 

The several obligations of the Lenders to make any Extension of Credit and of the LC Bank to issue any Letter of Credit 
hereunder are subject to the satisfaction of the following conditions precedent: 

The following statements made by each Bo~rower to the extent applicable to it and with respect to Extensions of Credit made to it 
shall be true on the date such Extension of Credit is made (and the giving of the applicable Notice of Borrowing and the issuance by 
the LC Bank of any Letter of Credit at the request of any Borrower shall constitute a representation and warranty by such Boi~ower 
that such statements are true on the date such Extension of Credit is made): 

(i) The representations and warranties of such Borrower contained in Section 5.1 (other than the representations 
and warranties contained in paragraphs (e), (f) arid (k) thereof which shall be deemed made only as of the Effective Date) 
are true arid correct in all material respects on arid as of the date sucti Extension of Credit is made, before and after 
giving effect to such Extension of Credit and to the applicatiori of the proceeds thereof, as though made on arid as of such 
date (except to the extent such representations and warranties expressly relate to another date, in which case such 
representations arid warranties are true and correct in all material respects as of such other date); 

(i i) No event has occurred and is continuing, or would result from such Extension of Credit or the application of the 
proceeds thereof, which constitutes an Everit of Default or a Default by such Borrower or its Subsidiaries (other than, in 
the case of CG&E, ULH&P); and 

(iii) After giving effect to such Extension of Credit arid the application of the proceeds thereof, the Outstanding 
Extensioris of Credit do not exceed the Total Commitment, as determined on the date such Extension of Credit is made 
arid (A) in the case of an Extension of Credit to CG&E, the CG&E Outstaridirig Exterisions of Credit do not exceed the 
CG&E Sublimit; (B) in the case of an Extension of Credit to PSI Energy, the PSI Energy Outstanding Extensions of Credit 
do not exceed the PSI Energy Sublimit; and (C) in the case of an Extension of Credit to ULH&P, the ULH&P Outstandirig 
Exterisions of Credit do not exceed the ULH&P Sublimit. 



SECTION 4.3. Reliance on Certificates. 

The Administrative Agent and the Lenders shall be entitled to rely corlclusively upon the certificates delivered from time to 
time by officers ol Borrowers as to the names, incumbency, authority and signatures of the respective persons named therein until 
such timc as the Administrative Agent may receive a replacement certificate, in form acceptable to the Administrative Agent, from an 
officer of such Person identified to the Administrative Agent as having authority to deliver such certificate, setting forth the names and 
true signatures of the officers and other representatives of such Person thereafter authorized to act on behalf of such Person. 

ARTICLE V 
REPRESENTATIONS AND WARRANTIES 

SECTION 5.1. Representations and Warranties of the Borrowers. 

Eacli Borrower, severally but not jointly, hereby represents and warrants as follows: 

(a) Each of such Borrower and its Material Subsidiaries (i) is duly organized, validly existing and in good standing linder 
the laws of the jurisdiction of its organization, (ii) has the corporate power and authority, and the legal right, to own and 
operate its property, to lease the property it operates as lessee and to conduct the business in which it is currently 
engaged, (iii) is duly qualified as a foreign corporation and in good standing under the laws of each jurisdiction where its 
ownership, lease or operation of property or the conduct of its business requires such qualification except any such 
jurisdiction where the failure to so qi~alify woilld not, in the aggregate, reasonably be expected to have a Material Adverse 
Effect on such Borrower and (iv) is in compliance with all Requirements of Law except to the extent that the failure to 
comply therewith would not, in the aggregate, reasonably be expected to have a Material Adverse Effect on such 
Borrower. 

(b) Such Borrower has the corporate power and authority, and the legal right, to make, deliver and perform the Financing 
Documents to which it is a party and to borrow hereunder and has taken all necessary corporate action to authorize the 
borrowings on the terms and conditions of this Agreement and to authorize the execution, delivery and performance of the 
Financing Documents to which it is a party. No consent or authorization of, filing with or other act by or in respect of, any 
Governmental Authority or any other Person is required in connection with the borrowings hereunder or with the 
execution, delivery, performance, validity or enforceability of the Financing Documents to which it is a party, except for 
consents, authorizations or filings which have been obtained or made, as the case may be, and are in full force and effect. 
Each Financing Document to which such Borrower is a party has been duly execllted and delivered on behalf of such 
Borrower. Each Financing Document to which it is or becomes a party upon execution will constitute a legal, valid and 
binding obligation of such Borrower enforceable against such Borrower in accordance with its terms, except as 
enforceability may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar laws affecting the 
enforcement of creditors' rights generally and by general equitable principles (whether enforcement is sought by 
proceedings in equity or at law). 

(c) The execution, delivery and performance of the Financing Documents to which it is a party, the borrowings and other 
Extensions of Credit hereunder and the use of the proceeds thereof (i) will not violate any Requirement of Law or 
Contractual Obligation of such Borrower or of any of its Subsidiaries, except for such violations, if any, as woilld not result 
in a Material Adverse Effect on such Borrower, and (ii) will not result in, or require, the creation or imposition of any Lien 
on any of its or their respective properties or revenues pursi~ant to any such Requirement of Law or Contractual 
Obligation. 



(d) (i) The consolidated balance sheets of Cinergy, CG&E, PSI Energy, ULH&P and their respective consolidated 
Subsidiaries, each as at December 31, 2004 and the related consolidated statements of income and of cash flows for the 
fiscal year ended on such date, copies of which have heretofore been furnished to ttie Administrative Agent and each 
Bank, are cornplete arid correct in all material respects and present fairly the consolidated financial condition of such 
Borrower arid its consolidated Subsidiaries as of such dates, and the consolidated results of their operations and their 
consolidated cash flows for the fiscal year then ended. 

(ii) The consolidated balance sheets of Cinergy, CG&E, PSI Enesgy, ULH&P and their respective 
consolidated Subsidiaries, and the related consolidated statements of income and cash flows, each most recently delivered 
pursuant to Section 6.l(a)  are complete and correct in all material respects and present fairly the consolidated financial 
condition and the consolidated results of operations and consolidated cash Mows of such Borrower and its consolidated 
Subsidiaries as at and for the periods ended on the dates therein indicated. 

(iii) All such financial statements refelred to in subsection (i) and subsection (ii), above, as they relate to such 
Borrower, including the related schedules and notes thereto. have been prepared in accordance with GAAP applied 
consistently throughout the periods involved (except as approved by Deloitte & 'Touche LLP (or such other nationally 
recognized firm of independent certified public accountants) 01 a Responsible Officer, as the case may be, and as disclosed 
therein) and, in the case of qua1 terly financial statements, subject to normal year end audit adjustments and to the fact that 
such financial statements may be abbreviated and may omit footnotes or contain incomplete footnotes). 

(e) Except as disclosed in any Disclosure Document, since Decerriber 31, 2004, there has been no development or event 
which has had or would reasonably be expected to have a Material Adverse Effect on such Borrower. 

(f) Except as set forth in the financial statements referred to in Section 5.1 (d)(i) or in any Disclosure Document, no 
litigation, investigation or proceeding of or before any arbitrator or Governmental Authority is pending or, to the knowledgL 
of such Borrower or any of its consolidated Subsidiaries, threatened by or against such Persons or against any of its or 
their respective properties or revenues which would reasonably be expected to have a Material Adverse Effect or1 such 
Borrower. 

(g) Each of such Borrower and its Subsidiaries has filed or caused to be filed all tax returns which, to the knowledge of 
such Borrower, are required to be filed and has paid all taxes shown to be due and payable on said returns or or1 ariy 
assessments rnade against it or any qf its property and all other taxes, fees or other charges irriposed on it or any of its 
property by any Governmental Authority (other than any sucti taxes, fees or other charges (A) the amount or validity of 
which are currently being contested in good faith by appropriate proceedings arid with respect to which reserves in 
conformity with GAAP have been provided or1 the books of such Borrower or its Subsidiaries, as the case may be, or 
(B) the failure to pay which, when aggregated, would riot reasonably be expected to have a Material Adverse Effect on 
such Borrower). 

(h) No part of the proceeds of any Advances will be used for "purchasirig" or "carrying" any "margin stock withiri the 
respective meanings of each of the quoted terrns under Regulatiori U of ttie Board of Governors of the Federal Reserve 
System as now and from time to time hereafter in effect or for any purpose which violates the provisions of such 
regulations of such Board of Governors. 

(i) No ERISA Event has occurred or is reasonably expected to occur that, when taken together with all other sucti ERISA 
Events for which liability is reasonably expected to occur, would reasonably be expected to have a Material Adverse 
Effect. Except to ttie extent that it would not reasonably be 



expected to have a Material Adverse Effect on such Borrower, neither such Borrower nor any ERISA Affiliate is required to provide 
security to a Plan under Section 401(a)(29) of the Code. Each Plan (other than any Multiemployer Plan) complies in form and 
operation with the applicable provisions of ERISA and the Code, except as would not reasonably be expected to have a Material 
idverse Effect. 

(j) Such Borrower is not an "investment company", or a company "controlled" by an "investment company", within the 
meaning of the Investment Company Act of 1940,  as amended. Other than the Public Utility Holding Company Act of 
,1935, as amended, such Borrower is not subject to regulation under any Federal or State statute or regulation which limits 
its ability to incur Indebtedness. 

(k)  Except as disclosed in any Disclosure Document, such Borrower has complied with all Environmental Laws and has 
obtained, maintained and complied with all permits, licenses and other approvals required under any Environmental Law 
except to the extent that the failure to do so would not reasonably be expected to have a Material Adverse Effect on such 
Borrower. 

ARTICLE V I  
COVENANTS OF THE BORROWERS 

SECTION 6.1. General Affirmative Covenants of the Borrowers. 

So long as this Agreement shall remain in effect, any Advance or any other amount due hereunder shall remain unpaid, any 
,etter of Credit shall remain outstanding or any L,ender shall have any Commitment hereunder, each Borrower, severally but not 

jointly, hereby agrees that it will, and (except in the case of delivery of financial information, reports and notices) will cause each of 
its Subsidiaries to, unless the Required L.enders shall otherwise consent in writing: 

(a) Reporting Requirements. Furnish to each Lender (it being understood that to the extent that such Borrower's reports 
on Form 10-Q or Form 10-K set forth the information called for in subsection (i) or (ii), respectively, the delivery of such 
reports shall be deemed to satisfy the requirements of such subsections): 

(i) as soon as available, and in any event within 75 days after the end of each of the first three quarters of each 
fiscal year of such Borrower, the consolidated balance sheets of s l ~ h  Borrower and its consolidated Subsidiaries, in each 
case as of the end of such quarter, and the related unaudited consolidated statements of income and changes in cash 
flows for such portion of the fiscal year through the end of such quarter, setting forth in each case in comparative form the 
figures for the previous year (except that, in the case of the unaudited consolidated balance sheets, comparison is 
between the figures as of the fiscal quarter then ended versus the figures as of the immediately preceding fiscal 
year-end), certified by a Responsible Officer of such Borrower as having been prepared in accordance with GAAP 
consistent with those applied in the preparation of the financial statements referred to in Section 5.1 (d); 

(ii) as soon as available, and in any event within 120 days after the end of each fiscal year of such Borrower, after 
filing such information on Form-10-K with the Securities and Exchange Commission, a copy of the consolidated balance 
sheets of such Borrower, and its consolidated Subsidiaries as at the end of such year, and the related consolidated 
statements of income, changes in common equity and cash flows for such year, certified by Deloitte & Touche LLP (or 
such other nationally recognized firm of independent certified public accountants) as having been prepared in accordance 
~ i t h  GAAP, and setting forth in each case in comparative form the figures for the previous year, reported on without a 
'going concern" or like qilalification or exception, or qualification arising out of the scope of the atldit; 



(iii) wittiin five days after the same are filed, copies of all reports on Form 8-K (or arly successor form) which such 
Borrower or any its consolidated Subsidiaries rnay file with the Securities and Exchange Corrirriission or any successor or 
'analogous Governmental Authority; 

(iv) as soon as possible and iri any event within five Business Days after obtaining knowledge of the occurrence of 
any Event of Default or Default by such Borrower or any of its Subsidiaries continuirig on ttie date of such staternent, the 
staternent of the Treasurer or an Assistant Treasurer of such Borrower setting forth details of such Event of Default or 
Default and the action which sucti Borrower proposes to take with respect thereto; 

(v) promptly after becoming aware thereof, notice as to the occurrence of any ERISA Event that, alone or together 
with any other ERISA Events that have occurred, would reasonably be expected to have a Material Adverse Effect on 
such Borrower; 

(vi) to the extent not otherwise disclosed by such Borrower in a report on Form 10-K, Forrri 10-Q or Form 8-K to be 
filed with the Securities arid Exchange Commission, promptly after becoming aware thereof, notice as to ariy development 
or everit which has had or would reasonably be expected to have a Material Adverse Effect on such Borrower; 

(vii) prornptly after becoming aware thereof, notice as to each decrease or increase in the Reference Ratings of any 
of ttie Rating Agencies; and 

(viii) simultaneously with any delivery of each set of financial statements referred to in clauses (i) arid (ii) above, a 
certificate of a Responsible Officer of such Borrower (A) setting forth in reasonable detail the calculations required to 
establish whether such Borrower was in cornpliance with the requirements of Section 6.2(d) or1 ttie date of such firiaricial 
statements and (B) stating whether any Default or Event of Default exists on the date of such certificate and, if any Default 
or Event of Default theri exists, settirig forth the details thereof and the actiori which such Borrower is taking or proposes 
to take with respect thereto. 

Documents required to be delivered pursuant to subparagraphs (i), (ii) or (iii) of this Section 6.l(a) shall be deemed to have been 
delivered on the date on which such items are posted on the Securities and Exchange Commission's website on the Internet at 
www.sec.gov, provided such Borrower shall give notice of any such posting to the Administrative Agent (who shall then give notice 
of any such posting to the Lenders) and documents required to be delivered pursuant to subparagraph (viii) of this Section 6.l(a) shall 
be deemed to have been delivered as of the date on which such documents are delivered to the Administrative Agent to be posted on 
such Borrowers' behalf on the IntraLinks website at www.intralinks.com. 'To the extent that any documents required to be delivered 
under this Section 6.l(a) pertain to more than one of the Borrowers, only one copy of such document shall be required to be delivered. 

(b) Compliance with Laws, Etc. Comply in all material respects with all Requirements of Law, and all applicable rules, 
regulations and orders thereunder (including, without limitation, with respect to taxes, ERISA and Erivirorimental Laws), 
rloncompliance with whicti would reasonably be expected to have a Material Adverse Effect on such Borrower except 
Requirements of Law, rules, regulations and orders being contested in good faith and by proper proceedings. 

(c) Preservation of Corporate Existence, Etc. Continue to engage in business of ttie same general type as now 
conducted by it and preserve, renew and keep in full force and effect its corporate existence and take all reasonable 
actiori to rnaintairi all rights, privileges arid franchises necessary or desirable in the normal conduct of its busiriess except 
as otherwise permitted pursuarit to Section 6.2(b) and except that any Subsidiary that is not a Material Subsidiary rriay , 
cease to exist or maintain any such 



rights, privileges or franchises if such Borrowcr reasonably dcter~nincs such cessation to bc necessary, advisable or practical. 

(d) Taxes, Etc. Pay or discharge or cause to be paid or discharged, before the same shall become delinquent, all taxes, 
assessments and governmental charges levied or imposed upon it or upon its income, profits or property; provided, 
however, that such Borrower or such Subsidiary, as the case may be, shall not be reql~ired to pay or discharge or cause 
to be paid or discharged any such tax, assessment, charge or claim (i) whose amount, applicability or validity is being 
contested in good faith by appropriate procedures and reserves in conformity with GAAP with respect thereto have been 
provided on the books of such Borrower or such Subsidiary, as the case may be, or (ii) to the extent that the failure to do 
so would not reasonably be expected to have a Material Adverse Effect on such Borrower. 

(e) Inspection of Property; Books. and Records; Discussions. With respect to such Borrower and each of its Material 
Subsidiaries, keep proper books of records and accounts in which full, true and correct entries in conformity with GAAP 
(except as not otherwise required to do so) and all Requirements of Law shall be made of all dealings and transactions in 
relation to its business and activities; and permit representatives of the Administrative Agent and, if an Event of Default 
shall have occurred and be continuing, each Lender (subject to receipt by such Borrower of reasonable prior notice and 
such reasonable confidentiality agreement as may be required by such Borrower), to visit and inspect any of its properties 
and examine and make abstracts from any of its books and records, upon reasonable prior written notice, at any 
reasonable time and as often as may reasonably be desired and to discuss the business, operations, properties and 
financial and other condition of such Borrower and its Subsidiaries with officers and employees of such Borrower and its 
Subsidiaries. 

(f) Use of Proceeds. The Commitments, Letters of Credit and the proceeds of the Advances hereunder shall be used by 
siJCh Borrower only in accordance with all Requirements of Law. In addition, the proceeds of the Advances shall be used 
by such Borrower for general corporate purposes, including as liquidity support for such Borrower's commercial paper 
program, if any. 

SECTION 6.2. Negative Covenants of the Borrowers. 

So long as this Agreement shall remain in effect, any Advance or any other amount due hereunder shall remain unpaid, any 
Letter of Crcdit shall remain outstanding or any Lender shall have any Commitment hereunder, each Borrower, severally but not 
jointly, hereby agrees that it will not (and shall not permit any of its Subsidiaries to) without the priol written consent of the Required 
L,enders, directly or indirectly: 

(a) Liens, Etc. Create, incur, assume or suffer to exist any Lien upon any of its property, assets or revenues, whether 
now owned or hereafter acquired, except for: 

(i) Liens for taxes not yet due or which are being contested in good faith by appropriate proceedings, provided that 
adequate reserves with respect thereto are maintained on the books of such Borrower or its Subsidiaries, as the case 
may be, in conformity with GAAP; 

(ii) carriers', warehousemen's, mechanics', materialmen's, repairmen's or other like Liens arising in the ordinary 
course of business which are not overdue for a period of more than 60 days or which are being contested in good faith by 
appropriate proceedings; 

(iii) pledges or deposits in connection with workers' compensation, unemployment insurance and other social 
security legislation, including any Lien securing letters of credit issued 





in the ordinary course of business in connection therewith and deposits securing liabilities to insurance carriers under insurance and 
self-insurance programs; 

(iv) deposits to secure the performance of bids, trade contracts (other than far borrowed money), leases, statutory 
obligations, surety and appeal bonds, performance bonds and other obligations of a like nature incurred in the ordinary 
course of business; 

(v) easements, rights-of-way, restrictions and other similar encumbrances incurred in the ordinary course of 
business which, in the aggregate, are not substantial in amount and which do not in any case materially detract from the 
value of the property subject thereto or materially interfere with the ordinary conduct of the business of such Borrower or 
its Subsidiaries; 

(vi) attachment, judgment or other similar Liens arising in connection with court or arbitration proceedings to the 
extent covered by insurance or involving individually or in the aggregate, no more than $50,000,000 at any one time in 
excess of the applicable insurance coverage, provided that the same are discharged, or that execution or enforcement 
thereof is stayed pending appeal, within 60 days or, in the case of any stay of execution or enforcement pending appeal, 
within such lesser time during which such appeal may be taken; 

(vii) Liens securing obligations (other than obligations representing lndebtedness for borrowed money) i~nder 
operating, reciprocal easement or similar agreements entered into in the ordinary course of business; 

(viii) statutory Liens and rights of offset arising in the ordinary course of business of such Borrower and its 
3ubsidiaries; 

(ix) Liens on receivables and related assets subject to a Receivable Financing Transaction; 

(x) Liens securing obligations under Hedging Agreements entered into to protect against fluctuations in interest 
rates or exchange rates or commodity prices and not for speculative purposes, provided that such Liens run in favor of a 
Lender hereunder or a Person who was, at the time of issuance, a Lender; 

(xi) Liens on assets at the time such assets were transferred (whether directly or indirectly) to Borrowers or their 
Subsidiaries and were not created in anticipation thereof; 

(xii) Liens on assets of any Subsidiary of such Borrower (other than, (A) in the case of Cinergy, CG&E, PSI Energy, 
ULH&P, and (B) in the case of CG&E, ULH&P) created to secure lndebtedness owing by such St~bsidiary to such 
Borrower or to any other Subsidiary of such Borrower; 

(xiii) Liens arising in connection with Financing Leases in an aggregate amount not to exceed (A) in the case of 
Cinergy, $350,000,000, (B) in the case of each of CG&E and PSI Energy, $1 75,000,OO and (C) in the case of ULti&P, 
$75,000,000 (determined in accordance with GAAP and in the same manner as the calculation of capitalized leases in a 
'2alance sheet of the Borrower); 



(xiv) Liens securing Indebtedness incurred to finance or refinance the acquisition of assets acquired by such 
Borrower or any of its Subsidiaries on or after January 1, 2005, if such Indebtedness is incurred within 90 days following 
such acquisition; provided that such Liens shall be confined solely to the assets so acquired (and improvements and 
attachments thereto); 



(XV) Liens securing Non-Recourse Debt of any Subsidiary of any Borrower incurred to replace financing provided 
directly or indirectly by such Borrower to such Subsidiary of such Borrower in the form of inter-company loans or equity 
contributions, so long as the net proceeds of such Non-Recourse Debt are contributed by such Subsidiary to such 
3orrower in repayment of such financing provided by such Borrower; 

(xvi) Liens an assets existing at the time of the acquisition thereof by such Borrower or any Subsidiary of such 
Borrower; provided, that such Liens shall be confined solely to the assets so acquired; 

(xvii) Liens resulting from legal proceedings being contested in good faith by appropriate proceedings by such 
Borrower or a Subsidiary of such Borrower and as to which such Borrower or such Subsidiary, as the case may be, shall 
have set aside on its books appropriate reserves in accordance with (and to the extent required by) GAAP; 

(xviii) in the case of each of CG&E, PSI Energy and ULH&P, Liens existing or created under the CG&E First Mortgage 
Trust Indenture, PSI Energy First Mortgage Trust Indenture or ULH&P First Mortgage Trust Indenture, respectively; and 

(xix) extensions, renewals or replacements of Liens permitted by the foregoing clauses (i) -- (xviii) above. 

(XX) Liens not otherwise permitted by the foregoing clauses of this Section 6.2(a) securing obligations in an 
aggregate principal or face amount at any date not to exceed, (A) in the case of each of Cinergy, CG&E and PSI Energy, 
$150,000,000 and (B) in the case of ULH&P, $50,000,000; 

provided that, no Borrower or any Subsidiary oS any Borrower shall create, incur, assume or suffer to exist any L,ien upon any of the 
Capital Stock of CG&E, PSI Energy or ULH&P. 

(b) Fundamental Change. Merge, consolidate or amalgamate, or liquidate, wind up or dissolve itself (or suffer any 
liquidation or dissolution), or convey, sell, lease, assign, transfer or otherwise dispose of, all or substantially all of its 
property, business or assets, or make any material (in the context of the overall business operations of such Borrower or 
such Subsidiary, as the case may be) change in its present method of conducting business, except that: 

(i) any Subsidiary of such Borrower may merge, consolidate or amalgamate with or into such Borrower (provided 
that such Borrower shall be the continuing or surviving corporation) or with or into any one or more wholly-owned 
Subsidiaries of such Borrower; 

(ii) any Subsidiary of such Borrower may sell, lease, transfer or otherwise dispose of any or all of its assets (upon 
voluntary liquidation or otherwise) to such Borrower or any other Subsidiary of such Borrower; 

(iii) any Subsidiary of such Borrower (other than, in the case of Cinergy, CG&E, PSI Energy and ULH&P) at the time 
of such transaction may: 

,A) merge, consolidate or amalgamate with or into any Person other than a Subsidiary of such Borrower or such 
Borrower and not (1) be the continuing or surviving Person or (2) remain a Subsidiary of such Borrower; 



(B) liquidate, wind up or dissolve itself (or suffer any liquidation or dissolution); 



(C) convey, sell, lease, assign, transfer or otherwise dispose of, all or substantially all of its property, business or assets; 
Q r 

(D) make any material (in the context of the overall business operations of such Borrower or such Subsidiary, as the case 
may he) change in its present method of conducting business; 

so long as, such Borrower would have been in compliance with the covenants contained in Section 6.2(d) for the prior four full fiscal 
quarters if such merger or consolidation had been consummated on the first day of such foul fiscal quarter peliod; and 

(iv) such Borrower may merge or consolidate with another Person other than a Subsidiary of such Borrower if: 

(A) such other Person is engaged in substantially the same business as such Borrower; 

(B) either: 

(1) such Borrower is the survivor of such transaction, or 

(2) a. the survivor of such transaction is a Person organized under the laws of any State of the United States of 
dmerica that effectively assumes such Borrower's obligations under the Financing Documents, whether by written 
instrument or by operation of law; 

b. as of the date of the consummation of such transaction the Reference Ratings of the 
survivor are at least investment grade (i.e. BBB-, in the case of S&P. and Baa3, in  the case of 
Moody's); and 

c. in the case 01 the merger or consolidation of CG&E, PSI Energy or IJL.H&P, the 
survivor of such transaction is a direct wholly-owned subsidiary of Cinergy (or any successor of 
Cinergy permitted by this Section 6.2(b)) (or, i n  the case of ULH&P, so long as it is a 
wholly-owned direct Subsidiary of CG&E, a wholly-owned indirect Subsidiary of Cinergy or any 
successor of Cinergy permitted by this Section 6.2(b)); 

(C) the survivor of such transaction shall have delivered to the Administrative Agent such opinions or other documents or 
information as the Administrative Agent (acting on its own behalf or on behalf of any Bank) and its counsel may 
reasonably require; and 

(D) the survivor of such transaction would have been in compliance with the covenants contained in Section 6.2(d) for the 
prior four full fiscal quarters if such merger or consolidation had been consummated on the first day of such four fiscal 
quarter period; 

provided that, in the case of any transaction otherwise permitted by this Section 6.2(b), both before and after giving effect to such 
transaction no Default or Event of Default by such Borrower or its Subsidiaries shall have occurred or be in existence. 





Notwithstanding the foregoing, the parties agree that the transaction described in the Agreement and Plan of Merger by and among Duke Energy 
Corporation, Cinergy, Deer Holding Corp.. Deer Acquisition Corp., and Cougar Acquisition Corp., dated as of May 8,2005, as disclosed in Folm 8-K filed by 
Cinergy with the Securities and Exchange Commission on May 10,2005. and other tilings made by Cinergy at least five Business Days prior to the Effective 
'>ate with respect to such transaction, shall not be considered a Iunda~nental change. subject to the limitations o l  this Section 6.2(b). 

(c) Limitation on Restrictions on Distributions from Subsidiaries. Create or otherwise cause or permit to exist or 
became effective any consensual encumbrance or consensual restriction on the ability of any Subsidiary of such Borrower 
to pay dividends or make any other distribution on its Capital Stock to such Borrower (other than any encumbrance or 
restriction pursuant to an agreement or instrument in effect on the Effective Date or any such identical encumbrance or 
restriction as may be contained in an agreement or instrument entered into thereafter) to the extent any such 
encumbrance or restriction would reasonably be expected to have a Material Adverse Effect on such Borrower. 

(d) Financial Covenants. 

( i> Ratio of Consolidated Indebtedness to Consolidated Total Capitalization. Permit, on the last day of any 
period of four conseci~tive fiscal quarters, the ratio of (i) Consolidated lndebtedness of such Borrower at such time to 
(ii) Consolidated Total Capitalization of such Borrower at such time to exceed 0.65 to 1.00. 

(ii) Consolidated Net Worth. 

(A) in the case of Cinergy, permit Consolidated Net Worth of Cinergy at any time to be less than $2,000,000,000; 

(B) in the case of CG&E (so long as it remains a Borrower), permit Consolidated Net Worth of CG&E at any time to be 
less than $1,000,000,000, provided that in the event that the CG&E Sublimit has been reduced to $250,000,000 pursuant 
to Section 2.5(a), then the foregoing reference to $1 ,000,OQO,QOO shall be $500,000,000 from and after such date; 

(C) in the case of PSI Energy (so long as it remains a Borrower), permit Consolidated Net Worth of PSI Energy at any 
time to be less than $900,000,000; and 

(D) in the case of ULH&P (so long as it remains a Borrower), permit Consolidated Net Worth of ULH&P at any time to be 
less than $1 50,000,000, provided that in the event that the ULH&P Sublimit has been increased to $100,000,000 pursuant 
to Section 2.5(b), then the foregoing reference to $1 50,000,000 shall be $200,000,000 from and after such date. 

ARTICLE V I I  
EVENTS OF DEFAULT 

SECTION 7.1. Events of Default. 

If any of the following'events ("Events of Default") with respect to a particular Borrower shall occur and be continuing: 



(a) Such Borrower shall fail to pay any principal of any Advance or LC Outstanding when due in accordance with the 
terms thereof arid hereof; or such Borrower shall fail to pay any interest or1 ariy Advance or LC Outstanding or any other 
amount payable hereunder within five days after such interest or other aniourit becomes due in accordance with the term? 
thereof or hereof; or 

(b) Any representation or warranty made or deemed made by such Borrower herein or which is contained in any 
certificate, document or financial or other statement delivered at any time pursuant to this Agreement shall prove to have 
been incorrect in any material respect on or as of the date made or deemed made; or 

(c) Such Borrower shall default in the observarice or perforrnance of any agreement contained in Section 6.1 (a)(iv), 
6.1 (c) or 6.2; or 

(d) Such Borrower shall default in the observance or performance of any other agreement contained in this Agreemerit 
(other than as provided in paragraphs (a) through (c) of this Section), arid such default shall continue urlrerriedied for a 
period of 30 days from the time such Borrower receives notice of such default frorri the Administrative Agent; or 

(e) Such Borrower or any of its Subsidiaries shall (i) default in any payrrierit of principal of or interest on any of its Material 
Indebtedness, in each case beyond the period of grace, if ariy, provided in the instrurnerit or agreement under which such 
Material lndebtedness was created; or (ii) default in the observance or perforrriarice of ariy other agreement or condition 
relating to such Material lndebtedness or contained in any instrurnerit or agreement evidencing, securing or relating to 
such Material Indebtedness, or any other event shall occur or coridition exist, the effect of which default or other event or 
condition is to cause, or to permit the holder or holders of or beneficiary or beneficiaries (or a trustee or agent on behalf of 
such holder or holders or beneficiary or beneficiaries) of such Material Indebtedness to cause, with the giving of notice if 
required, such Material lndebtedness to become due prior to its stated maturity; provided that this clause (e)(ii) shall not 
apply to secured lndebtedness which becomes due as a result of the voluntary sale or transfer of the property or assets 
securirig such Indebtedness; or 

(f) (i) Such Borrower or any of its Material Subsidiaries shall cornmence any case, proceeding or other action (A) under 
any existing or future law of any jurisdiction, domestic or foreign, relating to bankruptcy, insolvency, reorganization or relief 
of debtors, seeking to have an order for relief entered with respect to it, or seeking to adjudicate it a bankrupt or insolvent, 
or seeking reorganization, arrangement, adjustment, winding-up, liquidation, dissolution, composition or other relief with 
respect to it or its debts, or (B) seeking appointment of a receiver, trustee, custodian or other similar official for it or for all 
or any substantial part of its assets, or such Borrower or any of its Material Subsidiaries shall make a general assignment 
for the benefit of its creditors; or (ii) there shall be commenced against such Borrower or any of its Material Subsidiaries 
any case, proceeding or other action of a nature referred to in clause (i) above which (A) results in the entry of an order for 
relief or any such adjudication or appointment; or (B) remains undisrriissed, undischarged or unbonded for a period of 60 
days; or (iii) there shall be commerlced against such Borrower or any of its Material Subsidiaries any case, proceeding or 
other action seekirig issuance of a warrant of attachment, execution, distraint or similar process against all or any 
substantial part of its assets which results in the entry of an order for ariy such relief which shall not have been vacated, 
discharged, or stayed or bonded pending appeal within 60 days from the entry thereof; or (iv) such Borrower or any of its 
Material Subsidiaries shall take any action in furtherance of, or indicating its consent to, approval of, or acquiescence in, 
any of the acts set forth in clause (i), (ii), or (iii) above; or (v) such Borrower or any of its Material Subsidiaries shall 
generally not, or shall be unable to, or shall admit in writing its inability to, pay its debts as they become due; or 



(g) An ERISA Event shall have occurred, or any other event or condition shall occur or exist with respect to any Plan, that 
when taken together with all other events or conditions with respect to any Plan, would reasonably be expected to have a 
Material Adverse Effect on such Borrower; or 

(h) One or more judgments for the payment of money in an aggregate amount (to the extent not covered by insurance) in 
excess of $50,000,000 for such Borrower shall have been entered against such Borrower or any of its Subsidiaries and all 
such judgments or decrees shall not have been paid, vacated, discharged, stayed or bonded pending appeal within 60 
days from the entry thereof; or 

(i) (i) Except in a transaction otherwise permitted llnder Section 6.2(b) hereof, a Change of Control of such Borrower shall 
occur; 

THEN, AND IN ANY SUCH CASE, the Administrative Agent shall at the request, or may with the consent, of the Required Lenders, 
upon notice to such Borrower (i) declare the Colnrnitrnents and the obligation of each L,ender to makc Advances and to participate in 
any as-yet unissued Letters of Credit to be terminated, whereupon the same shall forthwith terminate, andlor (ii) declare the 
Advances, all interest thereon and all other amounts payable or to become payable under this Agreement by such Borrower, whether 
matured or unmatured, fixed, liquidated, contingent 01 otherwise (including all interest thereon) to be immediately due and payable, 
whereupon the same shall immediately become due and payable without demand, presentment, protest or  further notice of any kind, 
all of which are hereby expressly waived by such Borrower; provided, however, that upon the occurrence of any of the events 
described in subsection (11 of this Section, (1) the Commitments and the obligation of each Lender to make Advances and of each 
L,ender to participate in as-yet unissued Letters of Credit shall automatically be tcrminated in their entirety and (2) the Advances, all 
such interest and all other amounts payable or to become payable under this Agreement by such Borrower, whether matured or 
unmatured, fixed, liquidated, contingent or otherwise (including all interest thereon) shall immediately become due and payable 
without demand, presentment, protest or further notice of any kind, all of which are hereby expressly waived by such Borrower; 
provided no such termination of the Commitments after an Event of Default shall reduce the Total Commitment to an amount which is 
less than the CG&E Sublimit and/or the PSI Energy Sublimit and/or the UL.H&P Sublimit if such Event of Default does not arise out 
of a Default by such Borrower or its Subsidiaries (other than, in the case of CG&E, UL,H&P). 

Notwithstanding anything to the contrary contained herein, 

(i> no notice given or declaration made by the Administrative Agent pi~rstlant to this Section 7.1 shall affect (i) the 
obligation of the LC Bank to make any payment under any Letter of Credit in accordance with the terms of such Letter of 
Credit or (ii) the obligations of each Lender in respect of each such Letter of Credit; provided, however, that upon the 
occurrence and during the continuance of any Event of Defalllt, such Borrower shall at s i~ch time deposit with the 
Administrative Agent an amount in the cash account (the "Cash Account") described below equal to the then current LC 
Outstandings. Such Cash Account shall at all times be free and clear of all rights or claims of third parties. The Cash 
Account shall be maintained with the Administrative Agent in the name of, and under the sole dominion and control of, the 
Administrative Agent, and amounts deposited in the Cash Account shall bear interest at a rate equal to the rate generally 
offered by Barclays for deposits equal to the amount deposited by such Borrower in the Cash Account pursuant to this 
Section 7.1, for a term to be agreed to between such Borrower and the Administrative Agent. If any drawings then 
outstanding or thereafter made are not reimbursed in full immediately upon demand or, in the case of subsequent 
drawings, upon being made, then, in any stlch event, the Administrative Agent may apply the amounts then on deposit in 
the Cash Account, in such priority as the Administrative Agent shall elect, toward the payment in full of any or all of such 
Borrower's obligations hereunder as and when such obligations shall become due and payable. Upon payment in full, 
after the termination of the 



Letters of Credit, of all such obligations, the Administrative Agent will repay to such Borrower any remaining cash then on deposit in 
thc Cash Account In addition, if at any time the balance held in thc Cash Account shall exceed the sum of (x) the then current LC 
'Outstandings plus (y) all other matured amounts then currently due and owing hereunder, the Administrative Agent shall repay such 
cxccss to such Borrower upon such Botrowcr's written request; and 

(ii) In no event shall a Default or Event of Default for either CG&E, PSI Energy or ULH&P result solely from the 
occurrence of a Default or Event of Default by any other Borrower or their respective Subsidiaries, or in the case of 
CG&E, from the occurrence of a Default or Event of Default relatirig solely to ULH&P. 

ARTICLE VI I I  
THE ADMINISTRATIVE AGENT 

SECTION 8.1. Authorization and Action. 

Each Lender and thc LC Bank he~eby  appoints and authorizes the Administrative Agent to take such action as agent on its 
behalf and to exercise such powers undcr this Agreement as are delegated to the Administiative Agent by thc terrns hereof, together 
with such powers as are reasonably incidental thereto. As to any matters not expressly provided for by this Agreement (including, 
without limitation, enforcement of this Agreement or collection of any amounts outstandirig hereunder), the Administrative Agent 
shall not be required to exercise any discretion or take any action. but shall be required to act or to refrain from acting (and shall be 
fully protected in so acting or refraining from acting) upon the instructions of the Required Lenders (or, in the case of certain matters 
arising under Article IX, the Lenders described therein) and such instructions shall be binding upon all Lenders; provided, however, 
that the Administrative Agent shall not be required to take any action which exposes the Administrative Agent to personal liability or 
which is contrary to this Agreement or applicable law. The Administrative Agent agrees to give to each Lender prompt notice of each 
notice given to it by any Borrower pursuant to the terms of this Agreement. 

SECTION 8.2. Administrative Agent's Reliance, Etc. 

Neither the Administrative Agent nor any of its directors, officers, agents or employees shall be liable for any action taken or 
omitted to be taken by it or them under or in connection with this Agreement, except for its or their own gross negligence or. willful 
misconduct. Without limitation of the generality of the foregoing, the Administrative Agent: (a) may treat the payee of any Note as the 
holder thereof until it receives written notice of the assignment or transfer thereof signed by such payee and in form satisfactory to the 
Administrative Agent; (b) may consult with legal counsel (including counsel for the Borrowers), independent public accountants and 
other experts selected by it and shall not be liable for any action taken or omitted to be taken in good faith by it in accordance with the 
advice of such counsel, accountants or experts; (c) makes no warranty or representation to any Lender and shall not be responsible to 
any Lender for any statements, warranties or representations rnade in or in connection with the Financing Documents; (d) shall not 
have any duty to ascertain or to inquire as to the performance or observance of any of the terrns, covenants or conditions of the 
Financing Documents by the Borrowers or to inspect the property (including ttie books and records) of the Borrowers; (e) shall not be 
responsible to any Lender for the due execution, legality, validity, enfbrceability, genuineness, sufficiency or value of this Agreement, 
any Note, or any other instrument or document furnished pursuant thereto; and (f) shall incur no liability under or in respect of this 
Agreement by acting upon any notice, consent, certificate or other instrument or writing (which may be by telegram, cable, telex or 
facsimile) believed by it to be genuine and signed or sent by the proper party or parties. 



SECTION 8.3. Barclays and Affiliates. 

With respect to its Commitment and the Advances made by it, Barclays has the same rights and powers under this Agreement 
as any other Lender and may exercise the same as though Barclays were not the Administrative Agent; and the term Lender or 
L,enders shall. unless otherwise expressly indicated, include Ba~clays in its individual capacity. Barclays and its affiliates may accept 
deposits from, lend money to, act as trustee under indentures of, and generally engage in any kind 01 business with, the Borrowers or 
any of their Subsidiaries and any Person who may do business with 01- own securities of the Borrowers or any such Subsidiary of the 
Bonowers. all as il Barclays were not the Administrative Agent and without any duty to account therefor to the L,enders. 

SECTION 8.4. Lender Credit Decision. 

Each L,ender acknowledges that it has, independently and without reliance upon the Administrative Agent or any other 
Lender and based on the financial statements referred to in Section 5.1 (d)(i) and such other documents and information as it has 
deemed appropriate, made its own credit analysis and decision to enter into this Agreement. Each Lender also acknowledges that it 
will, independently and without reliance upon the Administtative Agent or any other L,cnder and based on such documents and 
information as it shall deem appropriate at the time, continue to make its own credit decisions in taking or not taking action under this 
Agreement. 

SECTION 8.5. Indemnification. 

The Lenders agree to indemnify at any time the Administrative Agent (to the extent not reimbursed by the Borrowers), 
-atably according to their respective Commitment Percentages (and if an indemnified item (as defined below) is incurred at any time 
after the termination of the Commitments and such indemnified item is incurred, in the opinion of the Administrative Agent, solely for 
the benefit of the Lenders having Advances outstanding to each of them at such time, then ratably according to the respective principal 
amounts of Advances outstanding to each of them at the date of payment by the Administrative Agent of such indemnified item or, if 
not yet paid, at the date of the assertion of the indemnified item), from and against any and all liabilities. obligations, losses, damages, 
penalties. actions, judgments, suits, costs, expenses or disbursements of any kind or nature whatsoever (each of the foregoing being an 
"indenzrzified itern") which may be imposed on, incurred by, or asserted against the Administrative Agent in any way relating to or 
arising out of this Agreement or any action taken or omitted by the Administrative Agent under this Agreement; provided that no 
Lender shall be liable for any portion of such liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, 
expenses or disbursements resulting from the Administrative Agent's gross negligence or willful misconduct. Without limitation of 
the foregoing, each L.ender agrees to reimburse the Administrative Agent promptly upon demand for its ratable share (ratably in 
accordance with the first sentence of this Section 8.5) of any out-of-pocket expenses (including counsel fees) incurred by the 
Administrative Agent in connection with the preparation, execution, delivery, administration, modification, amendment or 
enforcement (whether through negotiations, legal proceedings or otherwise) of, or legal advice in respect of rights or responsibilities 
under, this Agreement, to the extent that the Administrative Agent is not reimbursed for such expenses by the Borrowers. 

SECTION 8.6. Successor Administrative Agent. 

The Administrative Agent may resign at any time by giving 30 days prior written notice thereof to the Lenders and the 
Borrowers and may be removed at any time with cause by the Required Lenders. Upon any such resignation or removal of the 
Administrative Agent, the Required Lenders shall have the right to appoint a successor Administrative Agent reasonably acceptable to 
the Borrowers. If no successor Administrative Agent shall have been so appointed by the Required Lenders and accepted by the 
Borrowers, and shall have accepted such appointment, within 30 days aftel the retiring Administrative 



Agent's giving of notice of resignation or the Required Lenders' removal of the retiring Administrative Agent, then the retiring 
Administrative Agent may, on behalf' of the Lenders, appoint a successor Administrative Agent, which shall be a Lender. Upon the 
acceptance of any appointment as Administrative Agent hereunder by a successor Administrative Agent, such successor 
Administrative Agent shall the~eupon succeed to and become vested with all the rights, powers, privileges and duties of the retiring 
Administrative Agent, and the retiring Administrative Agent shall be discharged fsom its duties and obligations under this Agreement. 
After any retiring Administrative Agent's resignation or removal hereunder as Administrative Agent, the provisions of' this 
Article VIII shall inure to its benefit as to any actions taken or omitted to be taken by it while it was Administrative Agent under this 
Agreement. 

ARTICLE IX 
MISCELLANEOUS 

SECWON 9.1. Amendments, Etc. 

(a) Except as set forth in Section 9.1 (b), no amendment or waiver of any provisiori of this Agreement, nor consent to any 
departure by the Borrowers therefrorn, shall in any event be effective unless the same shall be iri writing and signed by 
the Required Lenders, and then such waiver or consent shall be effective only in the specific instance arid for the specific 
purpose for which given; provided, however, that subject to the provisioris of Section 2.1 6, no such arrieridment, waiver or 
consent shall: (i) forgive the principal arriount or extend the final scheduled date of maturity of any Advance or 
Unreirribursed LC Disbursernent, reduce the stated rate of any interest or fee payable hereunder (except in coririection 
with the waiver of applicability of any post-default increase in interest rates (which waiver shall be effective with the 
consent of the Required Leriders)) or extend the scheduled date of any payment thereof, or increase the amount or 
extend the expiration date of any Lender's Commitment, in each case without the written consent of each Lender directly 
affected thereby; (ii) reduce any percentage specified in the definition of Required Lenders or consent to the assignment 
or, except as otherwise permitted by Sectiori 6.2(b), transfer by any Borrower of any of its rights arid obligations under thi? 
Agreement and the other Financing Documents, without the writteri consent of all Leriders; (iii) amend, modify or waive 
any provision of this Agreement affecting the rights or duties of the Administrative Agent without the written consent of the 
Administrative Agerit; or (iv) amend, modify or waive any provision of this Agreement affecting the rights or duties of the 
LC Bank without the written consent of the LC Bank. Any such waiver and any such amendment, supplement or 
rnodification shall apply equally to each of the Lenders and shall be binding upori the Borrowers, the Lenders, the 
Administrative Agent and all future tiolders of the Advances. In the case of any waiver, the Borrowers, the Lenders and 
the Administrative Agent shall be restored to their former position arid rights hereunder and under the other Financing 
Documents, and any Default or Event of Default waived shall be deerried to be cured and not continuing; but no such 
waiver shall extend to any subsequent or other Default or Event of Default, or impair any right consequent thereon. 

Notwithstanding the foregoing, this Agreement may be amended (or amended and restated) to add one or Inore 
additional credit facilities to this Agreement and to permit the extensions of credit from time to time outstanding thereunder and the 
accrued interest and fees in respect thereof to share ratably in the benefits of this Agreement with the Extensions of Credit and the 
accrued interest and fees in respect thereof with the written consent of the Required Lenders, the Administrative Agent, the LC Bank 
and each Bossower to whom extensions of credit thereunder would be made available. 

(b) This Agreement may be amended by Cinergy to rerriove ariy of CG&E, PSI Energy or ULH&P as a Borrower (a 
"Removed Borrower") hereunder subject to: (i) the receipt by the Administrative Agerit of prior writteri notification frorri 
Cinergy of such arnendrrient, (ii) repayment in full of all Advances made to such Borrower, (iii) cash collateralization of all 
reirribursemerit obligations in respect of any Letters of Credit issued for the account of such Borrower (or the amendment 
of such Letter 



of Credit to provide for Cinergy as the account party) and (iv) repayment in full of all other amounts owing by such Borrower under 
this Agreement (it being agreed that any such repayment shall be in accordance with the other telms of this Agreement). Upon the 
.atisfaction ol the foregoing conditions the rights and obligations of such Removed Borrower hercunder shall terminate; l~roviclecl, 
Iro,~~ever-, that the obligations of such Removed Borrower under Section 9.4 shall survive such amendment. 

SECTION 9.2. Notices, Etc. 

All notices and other co~nmunications provided for hereunder shall be in writing (including facsimile transmission) and 
(except when particular means are specified) ~nailed. faxed or delivered: 

(a) if to Cinergy, at its address at 139 East Fourth Street, Cincinnati, Ohio 45202, Attention: Treasurer, telecopy: 
(5'1 3) 287-2749; 

(b) if to CG&E, at its address at 139 East Fourth Street, Cincinnati, Ohio 45202, Attention: Treasurer, telecopy: 
(51 3) 287-2749, with a copy to Cinergy, at its address at 139 East Fourth Street, Cincinnati, Ohio 45202, Attention: 
Treasurer, telecopy: (51 3) 287-2749; 

(c) if to PSI Energy, 139 East Fourth Street, Cincinnati, Ohio 45202, Attention: Treasurer, telecopy: (513) 287-2749, with 
a copy to Cinergy, at its address at 139 East Fourth Street, Cincinnati, Ohio 45202, Attention: Treasurer, telecopy: (51 3) 
287-2749 

(d) if to ULH&P, 139 East Fourth Street, Cincinnati, Ohio 45202, Attention: Treasurer, telecopy: (513) 287-2749, with a 
copy to Cinergy, at its address at 139 East Fourth Street, Cincinnati, Ohio 45202, Attention: Treasurer, telecopy: (51 3) 
287-2749; 

(e) if to the LC Bank, at the Domestic Lending Office of Barclays specified opposite its name on Schedule 1.1 hereto; 

(f) if to the Administrative Agent, c/o Barclays Capital Service LLC, 200 Cedar Knolls Road, Whippany, NLJ 07981, 
Attention May Wong, telecopy: (973) 576-3694; 

(g) if to any Bank, at its Domestic Lending Office specified opposite its name on Schedule 1.1 hereto; and 

(h) if to any Lender other than a Bank, at its Domestic Lending Office specified in the Assignment and Acceptance 
pursuant to which it became a Lender; 

or, as to each party, at such other address as shall be designated by such party in a written notice to the other parties. All such notices 
and communications shall, when mailed or facsimiled, be effective when deposited in the mails or transmitted, respectively, except 
that notices and communications to the Administrative Agent pursuant to Article 11, I11 or IX shall not be effective until received by 
[he Administrative Agent. Without limitation of the foregoing, the Administrative Agent shall be fully protected in acting upon any 
notice or instruction received by it by telephone or by facsimile transmission so long as the Administrative Agent reasonably believes 
such notice or instruction to be genuine, but any such notice or instruction shall be promptly confirmed in writing. The Administrative 
Agent and each Borrower may, in its discretion, agree to accept notices and other communications to it hereunder by electronic 
communications pursuant to procedures approved by it; provided that approval of such procedures may be limited to particular notices 
or communications. 





SECTION 9.3. No Waiver; Remedies. 

No lailure on the part of any L.endcr or the Administrative Agent to exercise, and no delay in exelcising, any right hereunder 
shall operate as a waiver thereof; nor shall any single or partial exercise of any such right preclude any othel or further exercise 
thereof or the exercise of any other right. The remedies herein provided are culnulative and not exclusive of any remedies provided by 
law. 

SECTION 9.4. Costs, Expenses and Taxes; Indemnification. 

(a) Each Borrower agrees to pay on demand all reasonable costs and expenses in connection with the preparation, 
execution, delivery, administration, modification and amendment of this Agreement, any Note and any other documents to 
be delivered hereunder, including, withollt limitation, the reasonable fees and out-of-pocket expenses of counsel for the 
Administrative Agent with respect thereto and with respect to advising the Administrative Agent as to its rights and 
responsibilities under this Agreement and of the LC Bank with respect to the execution, delivery, administration, 
modification and amendment of any Letters of Credit to be issued by it hereunder relating to the performance by such 
Borrower under this Agreement, and to reimburse and hold harmless the Lenders, the LC Bank and the Administrative 
Agent for and against all of their reasonable costs and expenses arising in connection with the enforcement or 
preservation of rights and remedies under (whether in litigation, by negotiation, in workouts, restructurings or other 
negotiations, or otherwise) this Agreement, the Letters of Credit and any Note or in connection with the transactions 
contemplated hereby and thereby against such Borrower, including b l ~ t  not limited to the reasonable fees and expenses of 
counsel to the Administrative Agent, each Lender and the LC Bank (provided that the Borrowers shall not be obligated to 
reimburse for more than one law firm (and in addition to such law firm, any local counsel engaged in each relevant 
jurisdiction by st~ch law firm) as counsel for the Administrative Agent and the Lenders, except to the extent that multiple 
law firms are reasonably required to and, in fact do represent the Administrative Agent and the Lenders, or if an actual 
conflict between represented parties shall exist) and all stamp taxes, recording taxes and fees and filing taxes and fees 
~ h i c h  may be payable in respect thereof; providedthat the Borrowers shall not be required to reimburse the costs and 
expenses of any Lender that arise o i~ t  of any assignment or participation by such Lender hereunder (other than any 
assignment pursuant to Section 2.16). 

(b) Each Borrower shall further indemnify, reimburse and hold harmless the Lenders, the LC Bank, the Administrative 
Agent and their respective officers, directors, employees, affiliates, agents and controlling Persons (each, an 
"Indemnified Party") from and against any and all claims, damages, losses, costs and liabilities (including but not limited 
to the reasonable fees and expenses of counsel to each such lndemnified Party) which any of them may incur or which 
may be claimed against any of them by any person or entity or in any investigative, administrative or judicial proceeding 
(whether or not such lndemnified Party shall be designated a party thereto) as a result of, in connection with, or otherwise 
arising from the Commitments, the Advances, the Letters of Credit or any actual or proposed use of the proceeds of the 
Extensions of Credit hereunder relating to the performance of such Borrower under this Agreement; provided, that, no 
lndemnified Party shall have the right to be indemnified hereunder for such lndemnified Party's own gross negligence or 
willful misconduct. 

(c) Any request for reimbursement of any out-of-pocket expenses shall be accompanied by reasonable documentation in 
respect thereof, including copies of invoices from third parties, and in the case of charges for counsel, the invoice shall 
include a breakdown of the hourly time and a short summary of services rendered by date and service provider, a 
summary of the charges, h01lrly rate and total hollrs provided by each service provider and a breakdown of reasonable 
out-of-pocket expenses of counsel. 

(d) Notwithstanding anything to the contrary herein, the obligations of each Borrower under this Section 9.4 shall be the 
ioint and several obligation of Cinergy; provided that the foregoing shall not be construed as a guarantee of payment by 
Cinergy of any obligation of another Borrower hereunder. 



(e) Each Borrower's obligations under this Section (including Cinergy's joint and several obligation with respect to the 
respect to each other Borrower) shall survive the repayment of all amounts owing to ttie Lenders, the LC Barik and the 
Administrative Agent under the Financing Documents and the termination of the Commitments. If and to ttie extent that 
the obligations of any Borrower under this Section are urienforceable for any reason, such Borrower agrees to rnake the ' 
rriaxirrium contribution to the payment and satisfaction thereof which is permissible under applicable law. 

SECTION 9.5. Right of Set-off. 

Upon (a) the occurrence and during the continuance of any Event of Defhult arising out a breach by a Borrower or its 
Subsidiaries and (b) the making of the request or the granting of the consent specified by Section 7.1 to authorize the Administrative 
Agent to declare the Advances due and payable pursuant to the provisions of Section 7.1 (unless such Event of'J3efault is an Event of 
Default described in Section 7.l(f), in which case the requirement of this clause (b) shall be inapplicable), each Lender and the LC 
Bank and each of their respective Affiliates is hereby authorized at any time and from time to time, to the fullest extent permitted by 
law, to set off and apply any and all deposits (general or special, time or demand, provisional or final), except in dedicated payroll 
accounts or in margin accounts, at any time held and other indebtedness at any time owing by such Lender or the LC Bank or such 
Affiliate to or for the credit or the account of such Borrower against any and all of the obligations of such Borrower now or hereafter 
existing under this Agreement, irrespective of whether or not such Lender or the LC Bank shall have made any demand under this 
Agreement and although such obligations may be unmatured. Each Lender and the LC Bank agrees promptly to notify such Borrower 
after any such set-off and application made by such Lender or the LC Bank or any of' their respective Affiliates; provided that, the 
failure to give such notice shall not affect the validity of such set-off and application. The rights of each Lender or the LC Bank or 
their respective Affiliates under this Section are in addition to other rights and remedies (including, without limitation, other rights of 
set-off] which such Lender or the LC Bank or their respective Affiliates may have. 

SECTION 9.6. Binding Effect. 

This Agreement shall become effective when it shall have been executed by each Borrower and the Administrative Agent and 
when the Administrative Agent shall have been notified by each Bank that such Bank has executed it and thereaftel shall be binding 
upon and inure to the benefit of each Borrower, the Administrative Agent, the LC Bank and each Lender and their respective 
successors and assigns, except that no Borrower shall have the right to assign its sights or obligations hereunder or any interest herein 
without the prior written consent of' all of the Lenders. 

SECTION 9.7. Assignments, New Lenders and Participations. 

(a) Each Lender may (i) with the consent of the LC Barik (which consent rnay be granted or withheld in the sole discretion 
of the LC Bank) assign to one or more Lenders, an affiliate of a Lender or an Approved Fund or (ii) with the consent of 
Ciriergy (which consent shall not be unreasonably withheld or delayed and shall not be required while any Event of 
Default shall have occurred and be continuing) arid the Adrriinistrative Agent (which coriserit shall not be unreasonably 
withheld or delayed) and the LC Bank (which corisent rriay be granted or withheld in the sole discretion of the LC Bank), 
assign to one or more banks or other entities other than Lenders, an affiliate of a Lender or an Approved Fund, all or a 
portion of its rights and obligations under this Agreement (including, without limitation, all or a portion of its Commitment 
arid the Advances owing to it); provided, however, that (i) each such assignment shall be of a constant, and not a varying, 
percentage of all of the assigning Lender's rights and obligations under this Agreement, (ii) the amount of the 
Commitment of the assigning Lender being assigned pursuant to each such assignrrient (determined as of the date of the 
Assignment and Acceptance with respect to such assignment) shall not be less than $5,000,000 and shall be an integral 
multiple of 



$1,000,000 in excess thereof, unless (A) the amount of the Commitment being assigned is the whole Commitment of the assigning 
Lender. (B) the Assignee shall, prior to such assignment, alrcady be a L.ender hereunder, or (C) each of Cinergy and the 
Administrative Agent otherwise consent (it being understood that no such consent of Cinergy shall be required if an Event of Default 
shall have occurled and be continuing), and (iii) the parties to each such assignment shall execute and deliver to the Administrative 
Agent, f o ~  its acceptance and recording in the Register, an Assignment and Acceptance, and a processing and recordation fee of 
$3,500 payable by the assigning Lender and/or the assignee Lender (or. in the case o f a  replacement of a Lendcr pursuant to 
Seclion 2.2(c)(i) or Section 2.1 6, payable by the relevant Borrower) with respect to the administration and processing of the 
assignments of rights and obligations of the assigning Lender to the assignee Lendcr hereunder. Upon such execution, delivery, 
acceptance and recording, from and after the effcctivc date specified in each Assignment and Acceptance. which effective date shall 
be at least three Business Days after the execution the~eof. (x) the assignee thercunder shall be a party hereto and, to the extent that 
rights and obligations hereunder have been assigned to it pursuant to such Assignment and Acceptance, have the rights and obligations 
of a L.endcr hereunder and (y) the L,ender assignor thereunder shall. to thc extent that rights and obligations hereunder have been 
assigned by it pursuant to such Assignment and Acceptance, relinquish its rights (other than pursuant to Sections 2.1 1, 2.13 and 9.4, 
which rights shall survive the execution and delivery of such Assignment and Acceptance) and be released from its obligations under 
this Agreement (and, in the case of an Assignment and Acceptance covering all or the remaining pol tion of an assigning L,ender's 
lights and obligations under this Agreement, such L.ender shall cease to be a party hereto, except as to Sections 2.11, 2.13 and 9.4). 
Any assignment or transfer by a Lender 01 rights and obligations under this Agreement that does not comply with this Section 9.7 
shall be treated for purposes of this Agreement as a sale by such L.endcr of a participation in such rights and obligations in accordance 
with paragraph (e) of this Section 9.7. 

(b) By executing and delivering an Assignment and Acceptance, the Lender assignor thereunder and the assignee 
thereunder confirm to and agree with each other and the other parties hereto as follows: 

0 )  other than as provided in such Assignment and Acceptance, such assigning Lender makes no representation or 
warranty and assumes no responsibility with respect to any statements, warranties or representations made in or in 
connection with this Agreement or any other instrument or document furnished pursuant hereto or the execution, legality, 
validity, enforceability, genuineness, sufficiency or value of this Agreement or any other instrument or document furnished 
pursuant hereto; 

(ii) such assigning Lender makes no representation or warranty and assumes no responsibility with respect to the 
financial condition of the Borrowers or the performance or observance by the Borrowers of any of their obligations under 
this Agreement or any other instrument or document furnished pursuant hereto; 

(iii) suih assignee confirms that it has received a copy of this Agreement, together with copies of the most recent 
financial statements referred to in Section 5.1 (d) and/or Section 6.1 (a)(i) and (ii) and such other documents and 
information as it has deemed appropriate to make its own credit analysis and decision to enter into such Assignment and 
Acceptance; 

(iv) such assignee will, independently and without reliance upon the Administrative Agent, such assigning Lender or 
any other Lender and based on such documents and information as it shall deem appropriate at the time, continue to 
make its own credit decisions in taking or not taking action under this Agreement; 

(v) such assignee appoints and authorizes the Administrative Agent to take such action as Administrative Agent on 
its behalf and to exercise such powers under this Agreement as 



are delegated to the Adlnln~strat~vc Agcnt by thc t ams  hereol, togcthcr w ~ t h  such powers as ale reasonably incidental thercto; and 

(vi) such assignee agrees that it will perform in accordarice with their terms all of the obligations which by the terms 
of this Agreement are required to be performed by it as a Lender. 

(c) The Administrative Agent shall maintain at its address referred to in Section 9.2 a copy of each Assignment and 
Acceptance delivered to arid accepted by it and a register for the recordation of the names and addresses of the Lenders 
and the Commitment of, and principal amount of the Advances owing to, each Lender frorn time to time (the "Register"). 
The entries in the Register shall be coriclusive and biridirig for all purposes, absent manifest error, arid the Borrowers, the 
Adrninistrative Agerit and the Lenders may treat each Person whos,e riarrie is recorded in the Register as a Lerider 
hereunder for all purposes of this Agreernent. The Register shall be available for inspection by the Borrowers or any 
Lender at any reasonable time arid from tirne to time upon reasonable prior notice. 

(d) Upon its receipt of an Assignrnent and Acceptance executed by an assigning Lender arid an assignee consented to 
by Cinergy, the Administrative Agent shall, if such Assignrnerit and Acceptance has been completed and is in substantially 
the form of Exhibit E hereto, (i) accept such Assignment and Acceptance, (ii) record the iriforrnation contained therein in 
the Register and (iii) give prompt notice thereof to the Borrowers. 

(c) Each Lender may sell participations to one or more banks or other entities ("Participants") in or to all or a portion of its 
rights and obligations under this Agreement (including, without limitation, all or a portion of its Cornmitment and the 
Advances owing to it); provided, however, that (i) such Lender's obligations under this Agreement (including, without 
limitation, its Cornmitment to ttie Borrowers hereunder) shall rerriairi urichariged, (ii) such Lender shall remain solely 
responsible to the other parties hereto for the performance of such obligations, (iii) the Borrowers, the Adrninistrative 
Agent, the LC Bank and the other L-enders shall continue to deal solely and directly with such Lender in connection with : 
such Lender's rights arid obligations under this Agreerrierit arid (iv) the holder of any such participation, other than an 
affiliate of such Lender, shall not be entitled to require such Lender to take or omit to take any action hereunder, except 
action (A) extending the time for payment of interest on, or the principal amount of, the Advarices, Unreimbursed LC 
Disbursements, (B) increasing or extending such Lender's Conlrnitrrierit or reducing the rate of interest payable on the 
Advances, Unreimbursed 1.C Disbursements, (C) forgiving the payment of interest on or principal of the Advarices, 
Unreimbursed LC Disbursements or (D) reducing the Facility Fee or letter of credit risk participation fee referred to in 
Section 2.3 hereof. Each Borrower agrees that if arriounts outstanding under this Agreement are due and unpaid, or shall 
have beeri declared or shall have becorne due and payable upon the occurrence of an Event of Default by such Borrower 
or its Subsidiaries, each Participant shall be deemed to have the right of set-off in respect of its participating interest in 
amounts owing under this Agreement to the same extent as if the amourit of its participating interest were owing directly to 
it as a Lerider under this Agreement; provided, that such right of set-off shall be subject to the obligation of such 
Participarit to share with the Lenders, arid the Lenders agree to share with such Participarit, as provided in Section 2.1 4. 
Each Borrower also agrees that each Participant shall be entitled to the benefits of Sections 2.1 1, 2.13, 2.15 and 9.4 with 
respect to its participation interest in the Commitments and the Advances outstanding frorn tirne to time; provided that rio 
Participant shall be entitled to receive any greater amount pursuant to such Sections 2.1 1, 2.13, 2.15 and 9.4 than the 
transferor Lerider would have beeri entitled to receive in respect of the amount of the participation transferred by such 
transferor Lender to such Participarit if such transfer had not occurred. 

(f) Notwithstanding anything to the contrary contained herein, any Lender (a "Granting Lender") may grant to a special 
purpose funding vehicle (an "SPV"') utilized by such Granting Lender identified as such in writing from time to time by the 
Granting Lerider to the Administrative Agent and ttie Borrowers, the option to provide to the Borrowers all or any part of 
any Advarice that such Granting 



Lender would othcrwisc be obligated to make to the Borrowers pursuant to this Agreement; provided. that (i) such SPV is an 
"Accredited investor" (as defined in Rule 501 of Regulation D under the Securities Act of 1933, as amended), (ii) nothing herein shall 
constitute a commitment by any such SPV to make any Advance. (iii) il such SPV elects not to exercise such option or otherwise fails 
,o provide all 01 any part of such Advance or perform any other obligation of a "L.enderfl hereunder, the Granting Lender shall be 
obligated to make such Advance or perform such other obligation pursuant to the terms hereof and (iv) no SPV or Granting Lender 
shall be entitled to receive any greater amount pursuant to Section 2.9, 2.1 1 or 2.13 than the Granting Lender would have been entitled 
to rcceive had the Granting L,ender not otherwise granted such SPV the option to provide any Advance to the Borrowers. The making 
of an Advance by an SPV hereunder shall utilize the Commitment of the Granting Lender to the same extent, and as il, such Advance 
were made by such Granting L,endcr. Each party hcrcto hereby agrees that no SPV shall be liable lor any indemnity or other payment 
obligation under this Agreement for which a Lender would otherwise be liable so long as, and to the extent that. the related Granting 
L,cnder provides such indemnity or makes such payment. 

In furtherance of the foregoing, each party hereto hereby agrees (which agreement shall survive the termination of this 
Agreement) that, prior to the date that is one year and one day after the payment in full of all outstanding commercial paper or other 
senior indebtedness of any SPV, it will not institute against or join any other person in instituting against such SPV any bankruptcy, 
reorganization. arrangement. insolvency or liquidation proceedings under the laws ol the United States or any State thereof. 
Notwithstanding the foregoing, the Granting L,ender unconditionally agrees to indemnify the Borrowers, the Administrative Agent and 
each L.ender against all liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, expenses or disbursements 
of any kind or nature whatsoever which may be incurred by or asserted against any Borrower, the Administrative Agent or such 
Lxnder, as the case may be, arising as a consequence of any such forbearance or delay in the initiation of any such proceeding against 
its SPV. 

As to any Advance or portion there01 made by it. each SPV shall have all the rights that its Granting Lender would have had 
under this Agreement had such Granting Lender made such Advance: provided, however, that each SPV shall have granted to its 
Granting Lender an irrevocable power of attorney to deliver and receive all cotnmunications and notices under this Agreement (and 
any related documents), to receive all payments in respect of the Advances funded by it and to exercise on such SPV's behalf all of 
such SPV's consent rights under this Agreement and, as a result thereof, no other party hereto shall be required to communicate with, 
nake any payment to, or act on any instruction or demand of, such SPV, it being understood that such SPV's Granting Lender shall 
have the exclusive rights oi a "L,endern with respect to any Advance or portion thereof made by an SPV by virtue of such power of 
attorney. 

Notwithstanding anything to the contrary contained in this Agreement any SPV may (i) with notice to, but without the prior 
written consent of any other party hereto, assign all or a portion of its interest in any Advances to the Granting Lender or to any 
financial institution providing liquidity andlor credit support to or for the account of such SPV to support the funding or maintenance 
of Advances and (ii) disclose on a confidential basis any confidential information relating to its Advances to any rating agency, 
commercial paper dealer or provider of any surety, guarantee or credit or liquidity enhancement to such SPV. This Section may not be 
amended without the prior written consent of each Granting Lender, all or any part of whose Advance is being funded by an SPV at 
the time of such amendment. 

(g) (i) Any Lender may, in connection with any assignment or participation, or proposed assignment or participation, or 
any designation or grant to an SPV, or any proposed designation or grant to an SPV, pursuant to this Section 9.7, 
disclose to the assignee or participant, or proposed assignee or participant, or designee or grantee, or proposed designee 
or grantee, any information relating to the Borrowers furnished to such Lender by or on behalf of the Borrowers; provided 
that, prior to any such disclosure, the assignee or participant, or proposed assignee or 



participant, or designee or grantee, or proposed designee 01 grantee, shall agree to preserve the confidentiality of any confidential 
information (except any such disclosure as may be required by law) relating to the Borrowers, rcceived by it from such Lendcr. 

(ii) In addition, each Borrower hereby acknowledges and agrees that each Lender rnay share with any of its 
affiliates any information relating to such Borrower or any of its Subsidiaries (including, without limitation, any non-public 
information regarding the creditworthiness of such Borrower and its Subsidiaries), provided, that any such Person shall be 
subject to the provisions of this paragraph (g) to the same extent as the applicable Lender. 

(h) Anything in this Section 9.7 to the contrary notwithstanding, any Lender may assign and pledge all or any portion of its 
Commitment and the Advances owing to it to any Federal Reserve Bank (and its transferees) as collateral security 
pursuant to Regulation A of the Board of Governors of the Federal Reserve System and any Operating Circular issued by 
such Federal Reserve Bank. No such assignrnerit shall release the applicable Lender from its obligations hereunder. 

(i) Each Borrower, upon receipt of written notice frorn the relevant Lender, agrees to issue Notes to any Lender requiring 
Notes to facilitate transactions of the type described in paragraph (h) above. 

SECTION 9.8. NO Recourse. 

No recourse shall be had for the payment of any obligation or any claim arising out of or relating to this Agreement against 
any incorporator, stockholder, affiliate, officer or director of the Borrowers or any partner or employee thereof. The provisions of this 
Section 9.8 shall be binding on the parties hereto and thei'r respective successors and assigns, and shall survive the termination of this 
Agreement. 

SECTION 9.9. Consent to Jurisdiction; Waiver of Jury Trial. 

(a) To the fullest extent permitted by law, each Borrower hereby irrevocably (i) submits to the nori-exclusive jurisdictiori of 
any New York State or Federal court sitting in New York City and any appellate court from any thereof in any action or 
proceeding aiising out of or relating to this Agreement, and (ii) agrees that all claims in respect of such action or 
proceeding rnay be heard and determined in such New York State court or ir i  such Federal court. Each Borrower hereby 
irrevocably waives, to the fullest extent permitted by law, the defense of an iricorivenient forum to the maintenance of such 
action or proceeding. Each Borrower also irrevocably consents, to the fullest extent permitted by law, to the service of any 
and all process in any such action or proceeding by the mailing by certified mail of a copy of such process to such 
Borrower at its address specified in Section 9.2. Each Borrower agrees, to the fullest extent perrriitted by law, that a final 
judgment in any such action or proceeding shall be coriclusive and rriay be enforced iri other jurisdictions by suit on the 
judgment or in any other rnariner provided by law. 

(b) EACH BORROWER, THE ADMINISTRATIVE AGENT, THE LC BANK AND THE LENDERS HEREBY 
IRREVOCABLY WAIVE ALL RIGHT TO TRIAL BY JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM 
ARISING OUT OF OR RELATING TO THIS AGREEMENT OR ANY NOTE, OR ANY 01-1-IER INSTRUMENT OR 
DOCUMENT DELIVERED HEREUNDER OR THEREUNDER. 

SECTION 9.10. Governing iaw. 

THIS AGREEMENT AND 'THE N O E S  SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, 
THE LAWS OF THE STATE OF NEW YORK. 





SECITION 9.11. Execution in Counterparts. 

This Agrecmcnt may be executed in any number ol"counterparts and by different parties hcrcto in scpalate counterparts, each 
of which when so executcd shall be deemed to bc an original and all of which taken together shall constitute one and the same 
agreement. 

SECTION 9.12. Entire Agreement; Exhibits and Schedules. 

The Financing Documents, together with all other instruments, agreements and certificates executed by the parties in 
connection therewith or with reference thereto, embody the entile understanding and agreement between the parties hereto and thereto 
with respect to thc subject matter hereof and thereof and supersede all prior agIeements, understandings and inducements, whether 
express or implied, oral or written. Each of the Exhibits and each of the Schedules attached hereto are incorporated into this 
Agreement and by this reference made a part hereof. 

SECTION 9.13. Confidentiality. 

Each of the Administrative Agent and each Lender agrees to keep confidential all non-public information provided to it by 
any Borrower, Subsidiary of any Borrower, the Administrative Agent or any Lender pursuant to or in connection with this Agreement 
that is designated by the provider thereof as confidential; provided that nothing herein shall prevent the Administrative Agent or any 
Lender from disclosing any such information (a) to the Administrative Agent, any other Lender or. any affiliate thereof directly 
involved in the negotiation or syndication of this Agreement, (b) subject to an agreement to comply with the provisions of this 
Section, to any actual or prospective assignee or Participant, (c) to its employees, directors, agents, attorneys, accountants and other 
professional advisors or those of any of its affiliates directly involved in the negotiation or syndication of this Agreement, (d) upon the 
request or demand of any Governmental Authority, (e) in response to any order of any court or other Governmental Authority or as 
may otherwise be required pursuant to any Requirement of Law, (f) if requested or required to do so in connection with any litigation 
or similar proceeding, (g) that has beer1 publicly disclosed, (h) to the National Association of Insurance Commissioners or any similar 
organization or any nationally recognized sating agency that requires access to information about a Lender's investment portfolio in 
connection with ratings issued with respect to such Lender, or (i) in connection with the exercise of any remedy hereunder or under 
any other Finance Document. 

SECTION 9.14. USA PATRIOTAct. Each Lender hereby notifies the Borrowers that pursuant to the requirements of the 
USA Patriot Act (Title I11 of Pub. L. 107-56 (signed into law October 26, 2001)) (the "Act"), it is required to obtain, verify and record 
information that identifies each Borrower, which information includes the name and address of each Borrower and other information 
that will allow such Lender to identify such Borrower in accordance with the Act. 



IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by their respective officers 
thercunto duly authorized, as of the date cirst above written. 

CINERGY CORP. 
139 East Fourth Strect 
Cincinnati. Ohio 45202 
Taxpayer ID: 3 1-1 385023 

By Is/ Wendv L. Aumiller 
Name: Wendy L,. Aumiller 
Title: Vice President and Treasurer 

THE CINCINNATI GAS & ELECTRIC COMPANY 
119 East Fourth Street 
Cincinnati, Ohio 45202 
Taxpayer ID: 7 1 -02400W 

By Is/ Wendv L. Aumiller 
Name: Wendy L. Aumiller 
Title: Vice President and Treasurer 

PSI ENERGY, INC. 
1000 East Main Street 
Plainfield, Indiana 46168 
Taxpayer ID: 35-0594457 

By Is/ Wendv L. Aumiller 
Name: Wendy L,. Aumiller 
Title: Vice President and Treasurer 

THE UNION L,IGHT, HEAT AND POWER COMPANY 
139 East Fourth Street 
Cincinnati, Ohio 45202 
Taxpayer ID: 3 1-0473080 

By Is/ Wendv L. Aumiller 
Name: Wendy L. Aumilier 
Title: Vice President and Treasurer 



BARCLAYS BANK PLC, as Administrative Agcnt, LC Bank 
and as a Lender 

/I 

By Is1 Sydney G. Dennis 
Name: Sydney G. Dennis 
Title: Director 

JPMORGAN CHASE BANK, N.A., as Syndication Agcnt and 
as a Lender 

By Is/ Thomas L. Casev 
Name: Thomas L. Casey 
Title: Vice President 

Created by 10KWizard www. 10KWizard.com 



UNION LIGHT HEAT &POWER CO - NIA 

Filed: August 19,2004 (period: August 19,2004) 

Report of unscheduled material events or corporate changes. 



Item 5. - Other Events and Reaulation FD Disclosure 

SIGNATURES 
EX-99.1 (Exhibits not soecificallv desiuriated bv another number and bv investmerit 
corn~aniesl 

I 

I 



SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549 

FORM 8-I( 

CURRENT REPORT PURSUANT 
TO SECTION 13 OR 15(d) OF THE 

SECURITIES EXCHANGE ACT OF 1934 

Date of report (Date of earliest event reported): August 19,2004 

CINERGY CORP. 
(Exact Name of Registrant as Specified in  Its Charter) 

Commission Registrant, State of Incorporation, I.R.S. Employer 
File Number Address and Telepl~one Number Identification No. 

1-11377 CINERGY CORP. 31-1385023 
(A Delaware Corporation) 

139 East Fourth Street 
Cincinnati, Ohio 45202 

(5 13) 42 1-9500 

THE CINCINNATI GAS & ELECTRIC COMPANY 
(An Ohio Corporation) 
179 East Fourth Street 

Cincinnati, Ohio 45202 
(5 13) 42 1-9500 

PSI ENERGY, INC. 
(An Indiana Corporation) 

1000 East Main Street 
Plainfield, Indiana 461 68 

(5 13) 42 1-9500 

THE UNION LIGHT, HEAT AND POWER COMPANY 
(A Kentucky Corporation) 

139 East Fourth Street 
Cincinnati, Ohio 45202 

(5 13) 42 1-9500 



Item 5. Other Events and Regulation FD Disclosure 

On August 18, 2004, the Cinergy Corp. issued a pIess release announcing the rotation of several members of the Registrants' senior 
management team effective September 1, 2004. A copy of the press rclease is attached hereto as Exhibit 99.1 and incorporated into 
this Report by reference. 



SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, each Registrant has duly caused this report to bc signed 
on its behalf by the undersigned he~cunto duly authorized. 

CINERGY CORP. 

THE CINCINNATI GAS & ELECTRIC COMPANY 

PSI ENERGY, INC. 

THE UNION LIGHT. HEAT AND POWER COMPANY 

Dated: August 19, 2004 By Is/ MARC E. MANLY 
Name: Marc E. Manly 
Title: Executive Vice President and Chief L,egal Office1 



NEWS RELEASE 

News contact: Steve Brash 5 13-287-2226 (w) 5 13-23 1-6895 (h) 
Angeline Protogere 317-838-1338 (w) 317-298-3090 (h) 

Investor contact: Brad Arnett 5 13-287-3024 

Website: www.cinergy.com 

Exhibit 99.1 

Cinergy Corp. 
139 East Fourth Street 
P.O. Box 960 
Cincinnati. OH 45201-0960 

FOR IMMEDIATE RELEASE - August.l8,2004 

CINERGY ANNOUNCES SENIOR MANAGEMENT ROTATION 

CINCINNATI - Cinergy Corp. (NYSE:CIN) announced today the rotation of several members of its senior management team. 
effective September 1, 2004. 

Michael J. Cyrus, currently chief executive officer of the commercial busincss unit, will become chief executive officer of the 
regulated businesses unit. Regulated businesses include the transmission and distribution of gas and electricity in Cinergy's traditional 
service area in Ohio, Indiana and Kentucky under state rcgulation. 

R. Foster Duncan, cunently chief financial officer, will become chief' executive officer of the commercial businesses unit. 'The 
commercial businesses include the company's wholesale electric, gas and coal marketing and trading, energy services, power 
generation and engineering. 

James L. Turner, currently chief executive officer of the regulated businesses unit, will become chief financial officer. In his new 
position, he will be responsible for the company's financial operations, strategic planning, corporate development and investor 
relations. 

Cyrus, Duncan and Turner remain executive vice presidents of Cinergy Corp. 

"We continue to work on creating a sustainable future for our company and stakeholders," said James E. Rogers, chairman, president 
and chief executive officer of Cinergy. "With these moves, we are preparing for the future and helping to drive organizational 
changes coming from our CIN-10 continuous irnproverrient pro-ject. 

(more) 



' W e  are also facilitating further development of key members of the senior team. I am confident that these members of the senior 
management team will do a great job in their new roles, and we look forward to other organizational changes that will flow from these 
moves." 

The CIN-I0 initiative has targeted approxilnately $50 million in operations and maintenance expense reductions in 2005 and the 
adoption of new capital expenditure processes. The CIN-10 process involves a company-wide effort to elicit employee ideas in 
ilnprovements and growth opportunities. 

Cinergy Corp. has a balanced, integrated portlolio consisting of two core businesses: regulated operations and commercial businesses. 
Cinergy's regulated delivery operations in Ohio, Indiana, and Kentucky serve I .5 million electric customers and about 500,000 gas 
customers. In addition, its Indiana regulated operations own 7,000 megawatts of generation. Cinelgy's commercial business unit is a 
Midwest leader in low-cost generation owning 6,300 megawatts of capacity with a profitable balance of stable existing customer 
portfolios, new customer origination, marketing and trading, and industrial-site cogeneration. 

Tliis doc~rrner~t includes forward-lnokii~g staternerlts tvithirz tlie 171earzirrg of Sectio~z 27A of tlie Sec111-ities Act of 1933 aild Sectin17 21E 
oftlie Secu~ ities Exchange Act of 19.3'4. Forrvard-lookiizg state~ne~zts are based on ~i~arzuger~ier~t's beliefs a17d assuri~ptior~s. These 
forward-lookiizg staternelzts are iderltifieri by terliis arzd phrases sucli as "aiiticipate", "believe", "ii~terzcl", "estir?zate", "expect", 
"continue", "slzould", "co~rld", "nza)l", "plan", "project", "predict", "will", and siniilar eapressiorzs. Forward-looking statelnerzts 
involve risks a~zd uncertainties that nzay cause act~ial results to be niaterially differe~ztfroni the results predicted. Factors that co~tld 
cause act~ral results to difer nzateric~ll)ifrom tllose i~zdicated in an), forward-looking statenlent include, but are ilot lirilited to, 
urz~~zticipated weather corlditio~~s; ~trzscheduled geizeration outages; uiius~tal niaintenarzce or repairs; unarztici/7ated cha~zges in costs; 
emlilw~mental incideats, irzcludir~g costs of con~plia~zce with existirzg and fittiire enviro~zmeatal requirenierzts; electric tra~~smi.ssion or 
gas pipeline systeni co~lstrairlts; legislative and I-egulato~y iizitiatives; additiorial co~npetitio~z in electric or gas niarkets arzd corlti~l~led 
iildlrst~y coi~solidation; fiilaricial or regularo~-)~ acco~trztir~g principles; political, legal, arzd ecor~oniic conditions arld del~elopmerzts in 
tlze countries irz wlziclz we have a presence; chailging nzarket corzditiorzs and other factors related to physical energy aizdfirzar7cial 
trzldiizg activities; tlze pe~foniiaizce oj projects undertaken by our nail-regulated busirzesses and tlze success of efforts to invest ir7 arzd 
develop new opport~trzities; availabilih1 of, or cost of, capital; enlplovee workforce factors; delays and other obstacles associated with 
niergers, acquisitions, arzd invest~izents in joint ventures; and costs arzd effects of legal and adnzirzistrative proceedings, settlements, 
iizvestigations, and claims. Please refer to the coniparz~~'~ SECfilirigs for additional ir?forniation co17cerrzirzg factors that could cause 
actual results to differ niaterially fi-on1 tlzose in the fo~ward-looking stateiiieizts. Tlie Coiizparzy undertakes 1 1 0  obligatiorl to ~rpdate the 
irlfor~~zatiorz coritaiized herein. 

Created by 1 0KWizard www. IOKWizard.com 





IOkW I ZARD 
> E L  i O W L H  S C A H L H  

FORlVl 10-K 
UNION LIGHT HEAT &POWER CO - NIA 

Filed: March 02,2006 (period: December 31,2005) 

Annual report which provides a comprehensive overview of the company for the past year 



PART l 

ITEM 1. BUSINESS 

ITEM 1A. RISK FACTORS 
ITEM 1B. UNRESOLVED STAFF COMMENTS 
ITEM 2. PROPERTIES 
ITEM 3. LEGAL PROCEEDINGS 
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

PART II 

ITEM 5. MARKET FOR REGISTRANT S COMMON EQUITY. RELATED 
ITEM 6. SELECTED FINANCIAL DATA 

I'I'EM 7. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL 
I'I'EM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET 

RlSK 
ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON 
ITEM 9A. CONTROLS AND PROCEDURES 
I'TEM 9B. OTHER INFORMAT ION 

PART ill 
-- 

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANTS 
ITEM 11. EXECUTIVE COMPENSATION 
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND 

MANAGEMENT AND RELATED STOCKHOLDER MATT 
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS 
ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES 

PART IV 

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES 
SIGNATURES 
EX-1 O.DDDD 

EX-1 0.UUUU 

EX-21 (Subsidiaries of the reuistrarit) 
1 

EX-23 (Consents of experts and counsel1 

EX-24 (Power of attornev) 

EX-31 .A 





UNITED STATES 

SECUWITlES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

(Mark One) 

El ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 1934 

For the fiscal year ended December 31,2005 

Cl TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 1934 

For the transition period from to 

Commission Registrant, State of Incorporation, I.R.S. Employer 
File Number Address and Televhone Number Identification No. 

1-11377 CItNERGY COW. 31-1385023 

(A Delaware Corporation) 

139 East Fourth Street 

Cincinnati, Ohio 45202 

(513) 421-9500 

1-1232 THE CINCINNATI GAS & ELECTRIC 31-0240030 

COh4PANY 
(An Ohio Corporation) 

139 East Fourth Street 

Cincinnati, Ohio 45202 

(513) 421-9500 

PSI ENERGY, INC. 



(An Indiana Corporation) 

1000 East Main Street 

Plainfield, Indiana 46168 

(5 1 3) 42 1-9500 

2-7793 THE UNION LIGHT, HEAT AND POWER 31-0473080 

COMPANY 
(A Kentucky Corporation) 

139 East Fourth Street 

Cincinnati, Ohio 45202 

(5 1 3 )  42 1-9500 

Each of the following classes or series of securities registered pursuant to Section 12(b) of the Act is registered on the New 
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The Cincinnati Gas 6L Electric Company Cumulative Preferred Stock 4% 

PSI Energy, Inc. Cumulative Preferred Stock 4.32 % 
Cumulative Preferred Stock 4.16% 
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Securities registered pursuant to Section 12(g) of the Act: None 

'Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. 

Cinergy Corp. Yes El No CI 
The Cincinnati Gas & Electric Company Yes CI No El 
PSI Energy, Inc. Yes CI No El 
The Union Light, Heat and Power Company Yes Cl No El 

Indicate by check mark if the registrant is not required to file rcports pursuant to Section 13 or Section 15(d) of the Act. 

Cinergy Corp. Yes Cl No El 
The Cincinnati Gas & Electric Company Yes CI No El 
PSI Energy, Inc. Yes CI No El 
The Union Light, Heat and Power Company Yes CI No El 

Indicate by check mark whether each registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities 
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that such registrant was required to file such 
reports), and (2) has been subject to such filing requirements for the past 90 days. 

Yes El No CI 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not 
be contained, to the best of registrants' knowledge, in definitive proxy or information statements incorporated by reference in Part I11 
of this Form 10-K or any amendment to this Form 10-K. CI 

-- 
Requirements pursuant to Item 405 of Regulation S-K are not applicable for The Union Light, Heat and Power Company. 

The Union Light, Heat and Power Company meets the conditions set forth in General Instruction I (l)(a) and (b) of Form 10-K and 
is therefore filing this Form 10-K with the reduced disclosure format specified in General Instruction I (2) of Form 10-K. 

Indicate by check mark whether each registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See 
definition of "accelerated filer and large accelerated filer" in Rule 12b--2 of the Exchange Act. 
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). 

Yes No El 

As of June 30,2005, the aggregate market value of the common equity of Cinergy Corp. held by non-affiliates (shareholders who are 
not directors or executive officeis) was $7.3 billion based on the closing sale price as reported on the New York Stock Exchange. All 
of the common stock of The Cincinnati Gas & Electric Company and PSI Energy, Inc. is owned by Cinergy Corp., and all of thc 
common stock of The Union Light, Heat and Power Company is owned by The Cincinnati Gas & Electric Company. As of 
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Cinergy Corp. Par value $.O1 per share 

The Cincinnati Gas & Electric Company Par value $8.50 per share 
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Part 111 
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This combined Form 10-K is separately filed by Cinergy Corp., The Cincinnati Gas & Electric Company, PSI Energy, Inc , and The 
Union Light, Heat and Power Company. Information contained herein relating to any individual registrant is filed by such registrant 
on its own behalf. Each registrant makes no representation as to information relating to registrants othel than itself. 
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CAIJTIONARY STATEMENTS 

In this report Cinergy (which includes Cinergy Corp. and all of our regulated and n ~ n ~ r e g u l a t e d  subsidiaries) is, at times, referred to 
in the first person as "we," "our," or "us." 

CAIJTIONARY STATEMENTS REGARDING FORWARD-LOOKING INFORMATION 

This document includes forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E 
of the Securities Exchange Act of 1934. Forward-looking stateinents are based on management's beliefs and assumptions. These 
forward-looking statements are identified by terms and phrases such as "anticipate", "believe", "intend, "estimate", "expect", 
"continue", "should", "could". "may", "plan", "project", "predict", "will", and similar expressions. 

Forward-looking statements involve risks and uncertainties that may cause actual reslllts to be materially different from the results 
predicted. Factors that could cause actual results to differ materially from those indicated in any forward-looking statement include, 
but are not limited to: 

* Factors affecting operations, such as: 

( I )  unanticipated weather conditions; 

(2) unscheduled generation outages; 

(3) unusual maintenance or repairs; 

(4) unanticipated changes in costs; 

( 5 )  environmental incidents: and 

(6) electric transmission or gas pipeline system constraints. 

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

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

* Financial or regulatory accounting principles. 

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

* The performance of projects undertaken by our non-regulated businesses and the success of efforts to invest in and 
develop new opportunities. 



Availability of, or cost of, capital. 

e Employee workforce factors. 

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

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

0 The regulato~ y approval process for the Duke Energy Corporation and Cinergy pending merger could delay the 
consumrriation of the pending merger or impose conditions that could mateiially impact the combined company. 

0 Business uncertainties, contractual restrictions, and the potential inability to attract and retain key personnel. 

We undertake no obligation to update the information contained herein. 



BIJSINESS 

PART I 

ITEM 1. BUSINESS 

WEBSITE ACCESS TO REPORTS 

We make our annual report on Form 10-K, quarterly reports on Form 10-Q, cu~rent reports on Form 8-K, and amendments to those 
reports, filed or furnished pursuant to section 1 ?(a) or 15(d) of the Secu~ities Exchange Act of 1934 (Exchange Act) available free of 
charge on or through our internet wcbsite. www.cinergy.com, as soon as reasonably practicable after we electronically file such 
material with, or furnish it to, the Securities and Exchange Commission (SEC). 

As of January 1, 2006, The Union Light, Heat and Power Company (UL,H&P) ceased to be subject to the reporting requirements of 
section l?(a) or 15(d) of the Exchange Act. ULH&P is considering discontinuing filing reports and other information under such 
sections. 

ORGANIZATION 

Cinergy Corp., a Delaware corporation organized in 1993, owns all outstanding common stock of The Cincinnati Gas & Electric 
Company (CG&E) and PSI Energy, Inc. (PSI), both of which are public utilities, as well as Cinergy Investments (Investments), its 
non-regulated investment holding company. 

CG&E, an Ohio corporation organized i n  18.37, is a combination electric and gas public utility company that provides service in the 
southwestern portion of Ohio and, through ULH&P, in nearby areas of Kentucky. CG&E is responsible for the majority of our 
power marketing and trading activity. CG&E's principal subsidiary, ULH&P, a Kentucky corporation organized in 1901, provides 
electric and gas service in northern Kentucky. 

CG&E is transitioning out of a lnarkct development period for residential customers and is in the competitive retail electric market for 
non-residential customers. CG&E is also transitioning to deregulation of electric generation and a competitive retail electric scrvice 
market in  the state of Ohio. Applicable legislation governing the transition period provides for a market development (frozen rate) 
period that began January 1,2001, ended December 31,2004 for non-residential customers and ended December 31,2005 for 
residcntial customers. At the end of these market development periods, CG&E did not implement market rates, but rather a rate 
stabilization plan (RSP) approved by the Public Utilities Commission of Ohio (PUCO) that covers the period alter the market 
development period through 2008. The RSP, among other things, increases rates for environmental costs and capacity reserves and 
provides for a fuel and emission allowance cost recovery mechanism through 2008. See "CG&E Electric Rate Stabilization Plan" for 
additional information. 

PSI, an Indiana corporation organized in 1942, is a vertically integrated and cost of service regulated electric utility that provides 
service i n  north central, central, and southern Indiana. 



The fbllowing table presents further information related to the operations of OUI domestic utility companies, CG&E, PSI, and 
ULH&P (our utility operating companies): 

Approximate 
Principal Population 

I,ine(s) of Business Maior Cities Served Served 

CG&E and 0 Generation, transmission, and Cincinnati, OH 2,077.000 
subsidiaries(1) distribution of electricity Middletown, OH 

Covington, KY 
0 Sale andlor transportation of Florence, KY 

natural gas Newport, KY 

e Electric commodity marketing and 
trading operations 

PSI 0 Generation. transmission, and Bloomington, IN 2,307.000 
distribution of electricity Carrnel, IN 

Columbus, IN 
Kokomo, IN 
Lafayette, IN 
New Albany, IN 
Terre Haute, IN 

ULH&P(l) 0 Transmission and distribution of Covington, KY 347,000 
electricity Florence, KY 

Newport, KY 
0 Sale and transportation of natural 

gas 

(1) See "Electric Industry - Kentucky" in "Item 7. Management's Discussion and Analysis of Financial Condition and 
Results of Operations (MD&A) -Future ExpectationsITrends" for further discussion of the transfer of certain generation 
assets in January 2006. Following the transfer of generating assets, generation will be provided to cities of Covington, 
KY; Florence, KY; and Newport, KY by ULH&P. 

The following table presents further information related to the operations of our other principal subsidiaries, Cinergy Services, Inc. 
(Services) and Investments: 

Principal Services and 
Lineb) of Business 

Services(] ) Administrative services 
0 Management services 

Support services 

Investments 0 Cogeneration and energy efficiency 
investments 

8 Natural gas marketing and trading 
operations(2) 

(1) Services provides the noted services to our subsidiaries. 

(2) Natural gas marketing and trading operations are primarily conducted through Cinergy Marketing & 
Trading, LP (Marketing & Trading), one of Cinergy's subsidiaries. 

MERGER 



On May 8, 2005, Cinergy Corp. entered into an agreement and plan of merger with Duke Energy Corporation (Duke), a North 
Carolina corporation, whereby Cinergy Corp. will be merged with Duke. Under the merger agreement, each share of Cinergy Corp. 
common stock will be converted into 1.56 shares of the newly formed company, Duke Energy Holding Corp (Dulte Energy Holding). 

The merger agreement has been approved by both companies' Boards of Directors. Consummation of the merger is subject to 
customary conditions, including, among others, the approval of the shareholders of both companies and the approvals of various 
regulatory authorities. 



Ilrimcdiately following consummation of the merger, former Cinergy shareholders will own approximately 24 percent of Duke 
Energy Holding's common stock. Paul Anderson, Duke's CEO and Chairman of the Board will remain Chairman of the combined 
company and Jim Rogers, Cinergy's CEO and Chairman of the Board, will become the President and CEO of thc combined 
company. The new Duke Energy Holding board will be comprised of 10 members appointed by Duke and five mernbe~s appointed b 
Cinergy . 

The merger will be recorded using the pu~chase method of accounting whe~eby the total purchase price of approximately $9 billion 
will be allocated to Cinergy's identifiable tangible and intangible assets acquired arid liabilities assurned bascd on their fair values as 
of the closing of the merger. 

'The melger is expected to close in the f i~s t  half ol 2006. However. the actual timing is contingent on the receipt of several approvals 
including: The Federal Energy Regulatory Corn~nission (FERC), Federal Communications Commission (FCC), Nuclear Regulatory 
Co~nrnission (NRC). state regulatory commissions of Ohio, Indiana, Kentucky, North Carolina, and South Carolina, and shareholders 
of each company. The status of these matters is as follows: 

Completed: 

* On August 11,2005, the United States Department of Justice and the Federal Trade Commission granted early 
termination of the waiting period imposed by the Hart-Scott-Rodino Antitrust Improvements Act of 1976. 

* In November 2005, the Kentucky Public Service Conimission (KPSC) approved Duke's and Cinergy's application 
seeking approval of a transfer and acquisition of control of ULH&P. 

In November 2005, the state utility regulatory agency in South Carolina approved Duke's application requesting 
authorization to enter into a business combination. 

In December 2005, ttie PUCO approved Cinergy's application of a change in control with respect to CG&E. The 
PUCO affirmed the approval in February 2006. 

In December 2005, the FERC approved Duke's and Cinergy's application requesting approval of the merger and the 
subsequent internal restructuring and consolidation of the merged company. 

* In February 2006, the NRC approved Duke's application requesting approval of the merger. 

* The FCC has approved assignment of all eight Cinergy wireless telecommunications licenses. 

* In light of the repeal of the Public Utility Holding Company Act of 1935 (PUHCA 1935), as amended, effective 
February 2006, the merger will no longer require SEC authorization under the PUHCA 1935. 

Pending: 



* In June 2005, PSI filed a petition with the Indiana Utility Regulatory Commission (IURC) concerning, among o the~  
things. certain merger-related affiliate agreements, the sharing of merger-related benefits with customers. and deferred 
accounting of certain merger-related costs. On December 15, 2005, PSI filed with the ITJRC a settlement agreement 
reached with the staff of the IURC. the Indiana Office of Utilities Consumer Counsel and the PSI Industlial Group. 
Settlement hearings werc held in January 2006 and a final order is expected in March 2006. 

In July 2005, Duke filed an application with the state utility regulatory agency in North Carolina. The application 
requests both the autholization to enter into a business combination transaction and the approval of various affiliate 
agreements. Hearings werc held in January 2006 and a final orde~ is expected in March 2006. 



Special meetings of shareholders of both companies for the purpose of voting on the merger will be held on March 10. 
2006. 

The merger agreement also provides that Dulce and Cinergy will use their reasonable best efforts to transfer fivc generating stations 
located in the midwest from Duke to CG&E. This transfer will require regulatory approval by the FERC and, with respect to one 
plant located in Indiana the IURC. The FERC approved this transaction in December 2005. CG&E and the Duke affiliate that owns 
the interest in the Indiana plant filed an application with the IURC requesting approval for the transfer (as well as the declination by 
the IURC of jurisdiction over CG&E following the transfer) in October 2005. A final order approving the transfer and the IURC's 
declination ofjurisdiction over CG&E was received in February 2006. Duke and Cinergy intend to effectuate the transfer as an 
equity infusion into CG&E at book value. In con.junction with the transfer., Duke Capital LLC, a subsidiary of'Duke, and CG&E 
intend to enter into a financial arrangement covering a multi-year period, to eliminate any potential cash shortfalls that may result 
from CG&E owning and operating the five stations. At this time, we cannot predict the outcome of this matter. 

The merges agreement contains certain termination rights for both Duke and Cinergy, and further provides that, upon termination of 
the merger agreement under specified circumstances, a party would be required to pay the other party's fees and expenses in an 
amount not to exceed $35 million and/or a termination fee of $300 million in the case of a fee payable by Cinergy to Duke or a 
termination fee of $500 million in the case of a fee payable by Duke to Cinergy. Any termination fee would be reduced by the 
amount of any fees and expenses previously reimbursed by the party required to pay the termination fee. 

Although Managcment believes that the merger should close in the first half of 2006, the actual timing of the transaction could be 
delayed or the merger could be abandoned by the parties in the event of the inability to obtain one or more of the required regulatory 
approvals on acceptable terms. 

BUSINESS SEGMENTS 

We conduct operations through our subsidiaries and manage our businesses though the following three reportable segments: 

0 Regulated Business Unit (Regulated); 

Commercial Business Unit (Commercial); and 

Power Technology and Infrastructure Services Business Unit (Power Technology and Infrastructure). 

The following section describes the activities of our business segments as of December 31,2005. 

See Note 18 of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data" for financial 
information by business segment. 

Regulated 

Regulated consists of PSI'S regulated generation and transmission and distribution operations, and CG&E and its subsidiaries' 
regulated electric and gas transmission and distribution systems. Regulated plans, constructs, operates, and maintains Cinergy's 
transmission and distribution systems and delivers gas and electric energy to consumers. Regulated also earns revenues from 
wholesale customers priniarily by these customers transmitting electric power through Cinergy's transmission system. These 
businesses are subject to cost of service ratemaking where rates to be charged to customers are based on prudently incurred costs over 
a test period plus a reasonable rate of return. Regulated operated approximately 57,000 circuit miles (the total length in miles of 



separate circuits) of electric lines to provide regulated transmission and distribution service to approximately 1.6 million customers as 
of Deccmber 31, 2005. Regulated operated approximately 10.062 miles of gas mains (gas distribution lines that serve as a common 
source of supply for more than one service line) and service lines to provide domestic regulated transmission and distribution services 
to approximately 51 1,000 custolners as of December 31, 2005. See "Item 2. Properties" for a further discussion of the transmission 
and distribution systems owned by our utility operating companies. 



Detail of Regulated's operations can be found in the following sections: 

Generation - Fuel Supply and Emission Allowances -Describes Regulated's generation capacity, sources of fuel, and i~~ 
various cost recovery mechanisms; 

Transmission and Distribution - Describes Regulated's agreements with the regional utilities and regional transmission 
organization (RTO) that coordinate the planning and operation of generation and transmission facilities and the 
associated cost recovery mechanisms; 

Gas Supply - Describes Regulated's responsibility to purchase and delive~ natural gas to native load (the total 
requirements of a wholesale utility's franchised retail market) customers and the mechanisms used to fulfill this 
responsibility; and 

Revenue Data and Customer Base - Describes the primary revenue sources for the various business operations of 
Regulated. 

Ge~zeration - Fuel Supply and Einission Allowances 

As of December 31, 2005, the total winter electric capacity (including our portion of the total capacity for the jointly-owned plants) of 
Regulated's generating plants was 7,543 megawatt (MW). Approximately 73 percent of this generation portfolio is coal-fired. See 
"Item 2. Properties" for a further discussion of the generating facilities. 

Each year PSI purchases over 15 million tons of coal to generate electricity, primarily from mines located in Indiana, Kentucky and 
Illinois. 'The price of coal has increased significantly in 2005 and 2004 as compared to prior years. 'The primary driving forces behir. 
the increase in coal prices are (1) increases in demand for electricity, (2) high and volatile gas prices and limited gas supply, which has 
increased reliance on coal-fired generation, (3) environmental regulation, and (4) decreases in the number of suppliers of coal from 
prior years. To help mitigate the price fluctuation of coal, we have a general practice to procure a substantial portion of coal through 
fixed-price contracts of varying length. We hold fixed-price contracts that will source substantially all of our expected 2006 coal 
requirements. We evaluate the appropriate amount of contract coal and length of contracts based on market conditions, including 
pricing trends, volatility and supplier reliability. See "Contractual Cash Obligations" in "Item 7. MD&A - Liquidity and Capital 
Resources" for further detail on PSI'S total commitment under fixed-price coal contracts. 

Regulated has natural gas-fired peaking plants that have a capacity of 1.751 MW, including the 488 MW Wheatland facility acquired in May 2005. For more 
information on the Wheatland acquisition, see "Electric Industry -Indianan in "Item 7. MD&A - Future Expectations/Trends." The fuel for these units is 
primarily obtained through the natural gas spot market as it is difficult to forecast the natural gas requirements for these plants For further information on the 
risk of purchasing natural gas see "Item 7. MD&A - Market Risk Sensitive Instruments." 

At times, Regulated purchases power to meet the energy needs of its customers. Factors that could cause Regulated to purchase power 
for its customers include generating plant outages, extreme weather conditions, summer reliability, growth, and price. We believe we 
can obtain enough purchased power to meet future needs. However, during periods of excessive demand, the price and availability of 
these purchases may be significantly impacted. 

ULH&P purchases energy from CG&E pursuant to a contract effective January 1, 2002, which was approved by the FERC and the 
KPSC. This five-year agreement is a negotiated fixed-rate contract with CC;&E. 

The KPSC has approved a long-term electric supply plan for ULH&P that will replace the current contract with CG&E. Under this 
new plan, CG&E transferred ownership of approximately 1,100 MWs of electric generating capacity to ULH&P in January 2006. 
This capacity was used to service the aforementioned ULH&P power supply contract. The assets were acquired at net book value and 
will not affect electric rates for ULH&P's customers in 2006. See "Electric Industry - Kentucky" in "Item 7. MD&A - Future 
Expectations/Trends" for additional information. 



Cinergy is studying the feasibility of constructing an integrated coal gasification combined cycle (IGCC) generating station to help 
meet increased demand over the next decadc. PSI would be a majority owner of thc facility and operate it. An IGCC plant turns coal 
to gas, removing most of the sulfur dioxide (S02) and other emissions before 



the gas is used to fuel a combustion turbine generator. The technology uses less water and has fewer emissions than a conventional 
coal-fired plant with currently required pollution control equipment. Another benefit is the potential to remove mercury and carbon 
dioxide upstream ofthe combustion plocess at a lower cost than conventional plants. In August 2005, PSI and Vectren Energy 
Delivery of Indiana, Inc. filed a joint petition at the IURC seeking cost recovery of the feasibility study as well as engineering and 
preconstruction costs associated with the consideration and exploration of constructing an IGCC plant. If a decision is reached to 
move forward with constructing such a plant, PSI would seek approval from the IURC to begin construction If approved, we would 
anticipate the IURC's subsecluent approval to include the assets in PSI'S rate base. 

Regulated monitols alternat~ve sources 01 coal and natural gas to assure a continu~ng availability of econo~nical fuel supplies As 
such, it will ~naintair~ its plactlce of purchasing a portion of coal and natu~al gas requi~ements on the open market and will continue to 
investigate least-cost coal options to comply with new and existing environmental requirements. Cinergy and PSI believe that they 
can continue to obtain enough coal and natural gas to meet future needs. However, future environmental requirements may 
significantly impact the availability and price of these fuels. 

PSI recovers retail and a portion of its wholesale fuel costs from customers on a dollal-for-dollar basis through a cost recovery 
mechanism (commonly refer~ed to as a fuel ad.justment clause). In addition to the fuel adjustment clause, PSI utilizes a purchased 
power tracking mechanism app~oved by the IURC for the IecoveIy of costs related to certain specified purchases of power necessary 
to meet native load peak demand requirements to the extent such costs are not recovered through the existing fuel adjustment clause. 

Regulated emits SO:! and nitrogen oxides (NOX) in the generation of electricity and maintains emission allowances to offset their 
emissions in order to comply with SO2 and NOx emission reduction requirements. In 2005, the average market prices of 
SO2 allowances rose more than 100 percent from 2004 and more than 400 percent from 2003. PSI utilizes a cost tracking mechanism 
as approved by the IURC allowing i t  to recover substantially all of its emission allowance costs from its customers. Cinergy is 
continually evaluating market conditions and managing our overall cost structure through the addition of pollution control equipment, 
where economically feasible, and the use of emission allowance markets to help manage our emissions costs. 

Tralzslnission arzd Distributiorz 

Cinergy (through our utility operating companies) and other non-affiliated utilities in a nine-state region are parties to the East 
Central Area Reliability Coordination (ECAR) Agreement. Through the ECAR Agreement, ECAR supports the planning and 
operation of generation and transmission facilities, which provide for reliability of regional bulk power supply. Beginning January 1, 
2006, ReliabilityFirst will assume the functions of ECAR. ReliabilityFirst is designed to create a single regional reliability council 
under the North American Electric Reliability Council structure to include member companies from the ECAR, Mid-America 
Interconnected Network, Inc., and Mid-Atlantic Area Council Regional Reliability Councils. ReliabilityFimt's purpose is to create a 
uniform set of reliability standards for the combined regions, with a goal of preserving and enhancing electric service reliability and 
security for the interconnected electric systems within the region. Cinergy has joined ReliabilityFirst as a Transmission Company. 

Cinergy (through our utility operating companies) is also a member of the Midwest Independent Transmission System Operator, Inc. 
(Midwest ISO), a RTO established in 1998 as a non-profit organization which maintains functional control over the combined 
transmission systems of its members. In 2005, the Midwest ISO began administering an energy market within its footprint. 

The Midwest IS0  is the provider for transmission service requested on the transmission hcilities under its tariff. It is responsible for 
the reliable operation of those transmission facilities and the regional planning of new transmission facilities. The Midwest IS0  
administers energy markets utilizing Locational Marginal Pricing (LMP) (i.e., the energy price for the next MW may vary tt~oughout 
the Midwest IS0  market based on transmission congestion and energy losses) as the methodology for relieving congestion on the 
transmission facilities under its functional control. See "Midwest ISO" fbr further detail regarding the Midwest IS0 energy markets. 



T~zrnsii~ission arid Dist?*ibution Cost Recovery 

A transmission cost recovery mcchanisrn was established under CG&E's RSP to permit CG&E to recover Midwest IS0 charges. 
CG&E filed a distribution base rate case to recover certain distribution costs, etfective January I, 2006 and we have deferred ccrtain 
costs in 2004 and 2005 pursuant to its RSP The parties to the proceeding have agreed upon and filed a settlement setting the 
recommended annual revenue increase at app~oxi~nately $51 million. See "CG&E Electric Rate Stabilization Plan" for additional 
inlormation. 

PSI has received IURC approval for the recovery of Midwest IS0 costs. 



Trnnsmissioi~ System Iiltercoi~ilectior~s 

Thc following map illust~ates the interconnections between our electric systems and o t h c ~  electric systems 

;E AREAS 



Gas Srcpply 

Regulated is responsible for the purchase and the subsequent delivery ol natural gas to native load customers. Regulated's natural gas 
procurement stratcgy is to buy firm natural gas supplies (natural gas intended to be available at all times) and firm interstate pipeline 
transportation capacity during the winter season (November through March) and during the non-heating season (April through 
October) through a combination of firm supply and transportation capacity along with spot supply and interruptible transportation 
capacity. This strategy allows Regulated to assure reliable natural gas supply for its high priority (non-curtailable) firm customers 
during peak winter conditions and provides Regulated the flcxibility to reduce its contract commitments if firm customers choose 
alternate gas suppliers under Regulated's customer choicelgas transportation programs. However, due to market conditions in the 
spring of 2005, a greater portion of firm supply was acquired for the summer. In 2005, firm supply purchase commitment agreements 
provided approxilnately 98 percent of the natural gas supply, with the remaining gas purchased on the spot market. These firm supply 
agreements feature two levels of gas supply, specifically (1) base load. which is a continuous supply to meet normal demand 
requirements, and (2) swing load, which is gas available on a daily basis to accommodate changes in demand due primarily to 
changing weather conditions. 

Regulated manages natural gas procurement-price volatility mitigation programs for CG&E and UI,H&P. These programs 
pre-arrange between 25-75 percent of winter heating season base load gas requirements and up to 50 percent of summer season base 
load requirements up to 3 years in advance of the delivery month CG&E and UI,H&P use primarily fixed-price forward contracts 
and contracts with a ceiling and floor on the price. As of December 31,2005, CG&E and UL,H&P, combined, had hedged 
approximately 55 percent of their winter 200512006 base load requirements. See the "Gas Industry" section of " I t m  7. MD&A - 
Future ExpectationsITrends" for further information. 

Interstate pipelines either (1) transport gas purchased directly to the distribution systems or (2) inject gas purchased into pipeline 
storage facilities for future withdrawal and delivery. The majority ot the gas supply comes from the Gulf of Mexico coastal areas of 
Texas and Louisiana. 

Natural gas prices remained in the $8 - $9 per thousand cubic feet (Mcf) range through most of the summer due primarily to 
the warmer than normal summer and the increased use of gas to fire electric generation peaking units. Extensive damage to the 
natural gas infrastructure along the Gulf Coast caused by Hurricanes Katrina and Rita pushed the price of natural gas into the 
$12 - $14 per Mcf range by late September. Natural gas prices remained in the $12 per Mcf range for the remainder of 200.5. Winter 
delivery prices for early 2006 remained in the $1 I - $12 per Mcf range in the midwest or about 40 percent greater than last winter. 
Forward prices for the remainder of 2006 have now fallen below $10 per Mcf as more of the damaged Gulf Coast infrastructure comes 
online. Price movement is usually driven by the effects of weather conditions, availability of supply, and changes in demand and 
storage inventories. Currently, neither CG&E's nor UL,H&P's gas delivery operations profit from changes in the cost of natural gas 
because natural gas purchase costs are passed directly to the customer dollar-for-dollar under the gas cost recovery mechanism that is 
mandated under state law. 

Revertue Data artd Crcstonzer Base 

Regulated's revenue is derived from the sale of gas and power to its customcrs, which are primarily retail. The percent of retail 
operating revenues derived from full service electricity and gas sales and transportation for each of the three years ended December 31 
were as follows: 

Oaeratine Revenues 
Registrant 2005 2004 2003 

Electric Gas Electric Gas Electric Gas 

Cinergy 77 % 23 % 76 % 24% 76% 24 % 
CG&E and subsidiaries 44 56 45 55 46 54 
PSI 100 - 100 - 100 - 
IJL,H&P 62 38 65 35 67 33 





Electric and gas sales are seasonal. Electricity usage in our service territory peaks during the summer and gas usage peaks during the 
winter. Air conditioning increases electricity demand and heating increases electricity and gas demand. 

The service territory of CG&E and its utility subsidiaries. including ULH&P. is heavily populated and is characterized by a stable 
residential customer base and a diverse mix of industrial customers. The territory served by PSI is composed of residential, 
agricultural, and widely diversified industrial custornels. No single retail customer provides more than 10 pelcent of total operating 
revenues (electric or gas) lor Regulated. 

Commercial 

Co~nmercial manages our wholesale generation and energy lnal kcting and trading activities. Commercial's wholesale generation 
consists of CG&E's electric generation in Ohio due to Ohio's transition to deregulation of electric generation and a competitive retail 
service market. See "Electric Inciustry - Ohio" in "Item 7. MD&A - Future ExpectationsITrends" for further detail of key elements of 
Ohio deregulation. Co~nmercial also performs energy risk management activities, provides customized energy solutions and is 
responsible for our limited international operations. See "Item 7. MD&A - Market Risk Sensitive Instruments" for information on 
rislcs associated with these activities. 

Detail of Commercial's operations can be found in the following sections: 

Generation -Fuel Supplv and Emission Allowances - Describes Commercial's generation capacity, sources of fuel, and 
various cost recovery mechanisms; 

Portfolio Optiiniration - Describes Commercial's efforts to optimize its non-regulated generation portfolio; 

Tradinc. O~erations and Risk Management - Describes Commercial's energy marketing and trading activities in the 
LJnited States and Canada; 

CG&E Electric Rate Stabilization Plan -Describes CG&E's RSP as approved by the PUCO in 2004; 

Enerpv Services - Describes Commercial's operations consulting services and its operation of a synthetic fuel production 
facility; 

International - Describes Commercial's operations outside of the United States; 

Competition - Describes the key competitors to Commercial's various business operations; and 

Revenue Data and Customer Base - Describes the primary revenue sources for the various business operations of 
Commercial. 

Generation - Fuel Supply and Emission Allowarzces 

As of December 31, 2005, the total winter electric capacity (including our portion of the total capacity for the jointly-owned plants) of 
Commercial's domestic generating plants was 6,276 MW. Approximately 67 percent of this generation portfolio is coal-fired. See 
"Item 2. Properties" for further discussion of the generating facilities. 

Each year CG&E purchases over 10 million tons of coal to generate electricity, primarily from mines located in Indiana, West 
Virginia, Ohio, Kentucky. Pennsylvania, Illinois, Wyoming, and Colorado. In 2005 CG&E began purchasing low-sulfur coal 
produced in Wyoming's Powder River Basin to reduce fuel costs and further reduce sulfur dioxide emissions compared to other coal 
sources. The price of coal has increased significantly in 2005 and 2004 as compared to prior years. Contributing to the rise in the 



price of coal are (1) increases in demand for electricity, (2) high and volatile gas prices and limited gas supply, which has increased 
reliance on coal-fired generation, (3) environmental regulation, and (4) decreases in the number of suppliers of coal from prior years. 
To help mitigate the price fluctuation of coal, we have a general practice to procure a substantial portion of coal through fi xed-price 
contracts of varying length. We hold fixed-price contracts that will source substantially all of our expected 2006 coal requirements. 
We evaluate the appropriate amount of contract coal and length of contracts based on ~narket conditions, including pricing trends, 
volatility and supplier reliability. See "Contractual Cash Obligations" i n  "Item 7. MD&A - Liquidity and Capital Resources" fbr , 
further detail on CG&E's total comrnitrnent under fixed-price coal contracts. 



Commercial has natural gas-fired peaking plants that have a capacity o r  1,766 MW. The fuel for these units is primarily obtained through the natural gas spot 
market as it is difficult to forecast the natural gas requilelnents lor these plants. For furthe1 infolmation on the risk 01' purchasing natural gas. see "Item 7. 
MD&A - Market Rislc Sensitive Instruments." 

Commercial monitors alternative sources of coal and riatu~al gas to assure a continuing availability of economical fuel supplies. As 
such. it will maintain its practice of purchasing a portion of coal and natural gas requirements on the open market and will continue to 
investigate least-cost coal options to co~nply with new and existing environmental requirements. Cinergy and CG&E believe that 
they can continue to obtain enough coal and natural gas to meet future needs. However, future environmental requirements may 
significantly impact the availability and price of thesc fuels. 

At times. Commercial purchases power to meet the enelgy needs of its customers. Factors that could cause Commercial to purchase 
powel for its customers include generating plant outages, extreme weather conditions, summer reliability, growth, and price. We 
believe we can obtain enough purchased power to meet future needs. However, during periods of excessive demand, the price and 
availability 01 these purchases may be significantly impacted. 

Commercial emits SO2 and NOx in the generation of electricity and maintains emission allowances to offset their emissions in order 
to comply with SO2 and NOx emission reduction requirements. In 2005, the average market prices of SO? allowances rose mole than 
I00 percent from 2004 and more than 400 percent from 2003. Cinergy is continually evaluating malket conditions and managing our 
overall cost structure through the addition of pollution control equipment, where economically feasible, and the use of emission 
allowance markets to help manage our emissions costs. 

Under CG&E9s RSP, retail fuel and emission allowance costs are recovered through a cost recovery mechanism that recovers costs 
that exceed the amount originally included in the rates frozen in CG&E9s earlier transition plan. CG&E will recover retail fuel and 
emission allowance costs consumed in serving retail load and collect a Provider 01 L,ast Resort (P0L.R) charge from non-residential 
customers from 2005 through 2008 and from residential customers from 2006 through 2008. See "CG&E Electric Rate Stabilization 
Plan" as previously discussed. 

The KPSC has approved a long-term electric supply plan for ULH&P that will replace the current contract with CG&E. Under this 
new plan, CG&E transferred ownership of approximately 1,100 MWs of electric generating capacity to IJL,H&P in January 2006, 
which was previously part of CG&E's capacity used to service ULH&P under the previous power supply contract. The assets were 
acquired at net book value. 

Portfolio Optii?zizatiorz 

Commercial attempts to optimize the value of its non-regulated generation portfolio, which includes generation assets (power and 
capacity), fuel. and emission allowances. The portfolio is managed through a mix of real-time and forward sales of power and the 
corresponding purchase of fuel (primarily coal) and emission allowances. 

When power is sold forward, we typically purchase the fuel and emission allowances required to produce the power, thereby locking 
in our eventual margin at the time of delivery. The market values of these commodities change independently over time. At times, the 
value of the fuel and emission allowances becomes greater than that of the output of electricity. In these instances, we will purchase 
forward power to be used to deliver against forward power sales, and in turn sell the fuel andlor emission allowances. 

Emission allowances and the majority of fuel contracts typically follow the accrual method of accounting. However, generally 
accepted accounting principles (GAAP) requires that certain forward purchases of coal and forward sales of power (those classified as 
derivatives) use the mark-to-market (MTM) method of accounting. This differing accounting treatment for the various components 
of the generation portfolio can lead to volatility in reported earnings. Based on projected generation, we have sufficient fuel and 
emission allowances to meet our 





non-retail forward power sales commitments over the next several years, and we will continue to evaluate and optimize our 
generation resources to produce the best econo~nic returns for these assets. 

Trading Operations and Risk Managenzerzt 

Commercial's energy marketing and trading activities principally consist of Marketing &. Trading's natural gas marketing and trading 
operations and CG&E's power marketing and trading operations. 

Our domestic operations market and trade over-the-counter (an informal market where the buyinglselling of commodities occurs) 
contracts for the purchase and sale of electricity, natural gas. and other energy-related products, including coal and emission 
allowances. Our natural gas domestic operations provide services that manage storage, transportation, gathering, and processing 
activities. In addition, our domestic operations also market and t~ade natural gas and other energy-related products on the New York 
Mercantile Exchange. 

Marketing & Trading's natural gas marlceting and t~ading operations also extend to Canada where natural gas marketing and 
management services are provided to producers and industrial customers. Our Canadian operations also sell and purchase natural gas 
at wholesale and engage in the trading of derivative commodity instruments. 

Marketing & Trading also enters into contracts to store natural gas and deliver in future periods with higher prices (typically winter). 
These contracts follow the accrual method of accounting, however, the derivative contracts hedging the gas are required, under . 
GAAP, to be accounted for under the MTM method of accounting. These differing accounting treatments can lead to volatility in 
reported earnings. 

See "Item 7. MD&A - Market Risk Sensitive Instruments" for information on risks associated with these activities. 

CG&E Electric Rate Stabilizatio~l Pla~z 

CG&E operates under a RSP which was approved by the PUCO in November 2004, and which expires December 31, 2008. The 
major features of the RSP are as follows: 

- POLR Charge: CG&E collects a P0L.R charge from non-residential customers effective January 1, 2005, and from 
residential customers effective January 1,2006. The P0L.R charge consists of the following discrete charges: 

Annually Adjusted Component - intended to provide cost recovery primarily for environmental compliance 
expenditures. Approximately $16 million was collected in 2005 and approximately $54 million is anticipated 
for 2006 collections. - Infrastructure Maintenance Fund Charge - intended to compensate CG&E for committing its physical 
capacity. Approximately $20 million was collected in 2005 and approximately $33 million is anticipated for 
2006. - System Reliability Tracker - intended to provide actual cost recovery for capacity purchases, purchased power, 
reserve capacity, and related market costs for purchases to meet capacity needs. 

* Generation Rates and Fuel Recovery: A market rate has been established for generation service. A component of the 
market rate is a fuel cost recovery mechanism that is adjusted quarterly for fuel, emission allowances, and certain 
purchased power costs, that exceed the amount originally included in the rates frozen in the CG&E transition plan. 
These new rates were applied to non-residential customers beginning January 1, 2005 and to residential customers 



beginning January 1,2006. See "CG&E Electric Rate Filing" in "Item 7. MD&A - Future ExpectationsITrends" for 
more information. 

Transmission Cost Recovery: A transmission cost recovery mechanism was established beginning January 1,2005 for 
non-residential customers and beginning January 1, 2006 for residential customets. The transmission cost recovety 
mechanism is designed to permit CG&E to recover Midwest I S 0  charges, all FERC approved transmission costs, and a]' 
congestion costs allocable to retail ratepayers that are provided service by CG&E. 



Energy Services 

Commercial, through Cinergy Solutions Holding Company, Inc., is an on-site energy solutions and utility services  provide^. 
Primarily through joint ventures, we provide utility systcms construction, operation and maintenance of utility facilities, as well as 
cogeneration. Cogcnelation is the s~multancous ploduction of two ol mole to1111s of usable energy from a singlc fuel soulce. 

Commercial, through Cinergy Capital & Trading, Inc. (Capital & Trading), owns coal-based synthctic fuel production facilities which 
convel t coal feedstock into synthetic fuel for sale to third parties. As of December 3 I .  2005, Cinergy has produced and sold 
approximately 12 million tons 01 synthetic fuel at these facilities. The synthetic fuel produced at these facilities qualifies fol tax 
credits (through 2007) in  accordance with the Internal Revenue Code Section 29/45K if certain requirements are satisfied. The three 
key requirements are that (a) the synthetic fuel differs significantly in  chemical composition from the coal used to produce such 
synthetic fuel, (b) the fuel produced is sold to an unrelated entity and (c) the fuel was produced Srom a facility that was placed in 
service before July I,  1998. For further information on the tax credit qualifications sec "Synthetic Fuel Production" in "Future 
ExpectationsITrends." 

As of December 31, 2005, we had minority ownership interests in (1)  a generation asset located in Kenya capable of producing 
approximately 18 MW of electricity and 460 MW equivalents of steam; and (2) approximately 1,200 miles of gas and electric 
transmission and distribution systems though jointly-owned investments in Greece and Zambia, through which we serve 
approximately 8,500 transmission and distribution customers. These assets serve retail and wholesale customers by providing utility 
services including generation of electricity and heat as well as the distribution of gas and electric commodities. 

Conzpetition 

Commercial primarily competes for wholesale contracts for the purchase and sale of electricity and natural gas. Commercial's main 
competitors include public utilities, power and natural gas marketers and traders, and independent power producers. 

Revenue Data arzd Custonzer Base 

Commercial primarily recognizes revenues from generation p~ovided to customers in CG&E's service territory who have not 
switched to an alternative generation supplier under Ohio's electric deregulation market. While generation rates remained frozen for 
residential customers in 2005, non-residential customers began paying generation rates and charges established in CG&E9s RSP. 
Under the RSP, CG&E's non-residential retail customers that choose to receive their electric generation from another certified 
supplier may avoid CG&E generation and fuel charges, as well as a number of the discrete riders that comprise its POLR charge. The 
percentage of customers switching to other electric suppliers and the related volume by customer class was as follows: 

MWhs For the Switching 
MW at December 310) Years Ended December 31(2) Percentage at December 31(3) 

Revenue Class 2005 2004 2005 2004 2005 2004 

Residential 53 75 269,654 334,224 2.73 % 4.07 % 
Commercial 94 339 1,497,591 1,722,822 6.27 % 19.17% 
Industrial 18 226 1,133,026 1,376,2 10 2.57 % 17.89% 
Other Public Authorities 22 89 244,661 284.214 9.64 % 19.09% 

Total 187 729 3,144,932 3,717,470 

(1) Represents the summation of each switched customer's peak demand during the past year. 



(2) Megawatt hours (MWhs) are total CG&E MWhs transported for all c:ustomcrs. 

(3) The residential switching percentage is based on annual energy consumption and the non-residential switching percentages 
are based on average monthly peak demand. The decreases in switching percentages represent returning customers. 



Commercial's operating revenue is also derived by selling excess generation to wholesale customers in the midwcst region of the 
IJnited States. In addition. Commercial markets and trades electricity and natural gas primarily to customers across the United States. 
The majority of these customers are public utilities, power and natural gas marketers and traders, and independent power producers. 

Energy services operating revenues arc derived primarily by providing steam, electricity, and operation and maintenance services to 
large industrial custolners 

No single Commercial customer provides more than 10 percent of total operating revenues 

Power Technology and Infrastructure 

Power Technology and Infrastructure primarily manages Cinergy Ventures, LL,C (Ventures), Cinergy's venture capital subsidiary. 
Ventures identifies, invests in, and integrates new energy technologies into Cinergy's existing businesses, focused primarily on 
operational efficiencies and clean energy technologies. In addition. Power Technology and Infrastructure manages our investments in 
other energy infrastructure and telecommunication service providers, including offering broadband over power line services. 

MIDWEST IS0 

The Midwest I S 0  is a regional transmission organization established in 1998 as a non-profit organization which maintains functional 
control over the combined transmission systems of its members, including Cinergy. In March 2004, the Midwest I S 0  filed with the 
FERC proposed changes to its existing transmission tariff to add terms and conditions to implement a centralized economic dispatch 
platform supported by a Day-Ahead and Real-Time Energy Market design, including LMP and Financial Transmission Rights 
(FTRs) (Energy Markets Tariff). The FERC has issued orders that, among other things, approved the start-up of the Energy Markets 
Tariff which occurred April 1, 2005. The FERC issued orders in response to requests for rehearing on certain matters in the FERC's 
original orders. Cinergy has appealed the FERC orders to a Federal appeals court. 

Specifically, the Energy Markets Tariff manages system reliability through the use ol a market-based congestion management system 
and includes a centralized dispatch platform, the intent of which is to dispatch the most economic resources to meet load requirements 
reliably and efficiently in the Midwest I S 0  region, which covers a large portion of 15 midwestern states and one Canadian province. 
The Energy Markets Tariff uses L,MP (i.e., the energy price for the next MW may vary throilghout the Midwest I S 0  market based on 
transmission congestion and energy losses), and the allocation or auction of FTRs, which are instruments that hedge against 
congestion costs occurring in the Day-Ahead market. The Energy Markets Tariff also includes market monitoring and mitigation 
measures as well as a resource adequacy proposal, that proposes both an interim solution for participants providing and having access 
to adequate generation resources and a proposal to develop a long-term solution to resource adequacy concerns. The Midwest I S 0  
performs a day-ahead unit commitment and dispatch forecast for all resources in its market and also performs the real-time resource 
dispatch for resources under its control on a five minute basis. CG&E and PSI are recovering costs that they incur related to the 
Energy Markets Tariff through various cost recovery mechanisms. ULH&P is currently under a rate freeze and cannot recover 
incremental costs attributable to its participation in the Midwest I S 0  in 2006; however, IJLH&P is under an order from the KPSC to 
file a rate case in 2006 and will request, among other things, recovery of Midwest I S 0  related costs beginning in January 2007. We 
continue to work with the Midwest I S 0  to monitor the implementation of the new market and at this time we do not believe it will 
have a material impact on our results of operations or financial position. 



EMPLOYEES 

We have collective bargaining agtcements with the International Brotherhood of Electrical Workers (IBEW), the United ~teclworkerb 
ol Ame~ica (USWA), the Utility Workers Union ol Ametica (UWUA). and various international union organizations. 

The following table indicates the number of employees by classilication at January 31, 2006: 

Classification CGLE(4) I'SI ULHLP Cinerpv(5) 

IBEW(1) 1,027 1,259 66 194 
USWA(2) 293 - 80 65 
UWUA(3) 388 - 5 8 323 
Various Union Organizations - - - 83 
Non-Bargaining 193 348 17 2,881 

1,90 1 1,607 23 1 3,546 

(1) IBEW #I347 contract will expire on April 1, 2006, IBEW #I393 contract expired on April 30, 2005 and was renegotiated and is 
now set to expire on April 30, 2010 and IBEW #352 contract expired on February 5, 2005 and was renegotiated and is now set to 
expire on February 5, 2008. 

(2) USWA #I2049 and #5541-06 contracts will expire on May 15,2007. 

(3) UWUA, IUU Local 600 Contract expired on March 31, 2005 and was replaced with a new contract set to expire on April 1, 2008. 

(4) CG&E and subsidiaries excluding ULH&P. 

(5) Includes 2,990 Services' employees who provide services to our operating utilities and other non-regulated companies. In 
conjunction with the pending merger, there is an anticipated reduction of approximately 1,500 employees of the combined 
company's approximate 29,350 employees, as of the May 2005 merger announcement, in various departments leading up to and 
following consurrimatioti of the merger. 

ENVIRONMENTAL MATTERS 

Cinergy is currently affected by several different issues which involve compliance with federal and state regulations regarding the 
ptotection of the environment including, but not limited to, reductions in mercury, NOX, and SO2 emissions. Cinesgy is able to 
Iecover certain costs of this envi~onmental compliance through various trackers set up with Cinergy's respective state regulatory 
agencies. In 2005, the Environmental Protection Agency (EPA) issued the Clean Air Interstate Rule and the Clean Air Mercury Rule, 
which will require additional environmental compliance costs. See the "Environmental Issues" section in "Item 7. MD&A -Liquidity 
and Capital Resoutces" for a discussion of these environmental issues and the estimated capital expenditures. 

FUTURE EXPECTATIONSITRENDS 

See the information appearing under the same caption in "Item 7. MD&A - Future ExpectationsTTrends" for the following 
discussions: 

0 Regulatory Outlook and Significant Rate Developments; 

0 FERC; 



Gas Indust~y; and 

Other Matters. 



RISK FACTORS 

ITEM 1A. RISK FACTORS 

RISK FACTORS 

The risk factors described below should be caref'ully considered. 

Risks Relating to Our Business 

Our Regulated's revenues, earizings, and results are dependerzt orz state legislatiorz and regulation that affect electric generation, 
distribution, and related activities, wlziclz nzay limit our ability to recover costs. 

Our Regulated business unit is regulated on a cost-of-servicelrate-of--return basis subject to the statutes and regulatory commission 
rules and procedures of Kentucky, Indiana, and Ohio. If our earnings exceed the returns established by our state regulatory 
commissions, our retail electric rates may be subject to review by the commissions and possible reduction, which may decrease our 
future earnings. 

Our sales may decrease if we are urzable to gain adequate, reliable, and affordable access to trarzsmissiorz alzd distributiorz assets. 

We depend on transmission and distribution facilities owned and operated by utilities and other energy companies to deliver the 
electricity and natural gas we sell to the wholesale market, as well as the natural gas we purchase to supply to our gas customers. 
FERC's power transmission regulations require wholesale electric transmission services to be offered on an open-access, 
non-discriminatory basis; however, not all markets are as open and accessible as needed. If transmission is disrupted, or if 
transmission capacity is inadequate, our ability to sell and deliver products may be hindered. Such disruptions could also hinder our 
providing electticity or natural gas to our retail electric and gas customers and may materially adversely affect our business. 

The different regional power markets have changing regulatory structures, which could affect our growth and performance in these 
regions. In addition, the independent system operators who oversee the transmission systems in regional power markets, such as 
California, have imposed in the past, and may impose in the future, price limitations and other mechanisms to address volatility in the 
power markets. These types of price limitations and other mechanisms may adversely impact the profitability of our wholesale power 
marketing and trading business. 

Cornpetition in tlze unregulated nzarkets irz which we operate nzay adversely affect the growth and profitability of our business. 

We may not be able to respond in a timely or effective manner to the many changes designed to increase competition in the electric 
industry. To the extent competitive pressures increase, the economics of our business may come under long-term pressure. 

In addition, regulatory changes have been proposed to increase access to electricity transmission grids by utility and non-utility 
purchasers and sellers of electricity. These changes could continue the disaggregation of many vertically integrated utilities into 
separate generation, transmission, distribution, and retail businesses. As a result, a 





significant number of additional co~npetitors could become active in the wholesale power generation segment of our industry. 

We may also face competition from new cornpetltors that have greater f~nancial lesouIces than we do, seeking attractive opportunities 
to acquire or develop erlcrgy assets or energy trading operations in the United States. These new competitors may include 
sophisticated financial institutions. somc of which are already entering the energy trading and marketing sector, and international 
energy players, which may enter regulated or unregulated energy businesses. 'This competition may adversely affect our ability to 
make investments or acquisitions. 

We rely ort access to short-terrtt ~moizey markets aizd loitger-term capital markets to firtance our capital require~neitts aitd support 
our liquidity needs, and our access to tlzose markets cart be adversely affected by a izumber of conditioizs, rltaizy of wlzich are 
beyond our coiltrol. 

Our business is financed to a large degree through debt and the maturity and repayment profile of debt used to finance investments 
often does not correlate to cash flows from our assets. Accordingly, we rely on access to both short-term money markets and 
longer-term capital markets as a source of liquidity for capital requirements not satisfied by the cash flow from our operations and to 
fund investments originally financed through debt instruments with disparate maturities. If we are not able to access capital at 
competitive rates, our ability to finance our operations and implement our stIategy will be adversely affected. 

Market disruptions may increase our cost of bosrowing or adversely affect OUI ability to access one or more financial markets. Such 
disruptions could include: economic downturns; the bankruptcy of an unrelated energy company; capital market conditions generally; 
market prices for electricity, gas, and natural gas liquids; t e~~or i s t  attacks or threatened attacks on our facilities or unrelated energy 
companies; or the overall health of the energy industry. Restrictions on our ability to access financial markets may also affect our 
ability to execute our business plan as scheduled. An inability to access capital may limit our ability to pursue improvements or 
acquisitions that we may otherwise rely on tor future growth. 

We maintain revolving credit facilities to provide back-up for commercial paper programs andlor letters of credit at various entities. 
These facilities typically include financial covenants which limit the amount of debt that can be outstanding as a percentage of the 
total capital for the specific entity. Failure to maintain these covenants at a particular entity could preclude that entity from issuing 
commercial paper or letters of credit or borrowing under the revolving credit facility and could require other of our affiliates to 
immediately pay down any outstanding drawn amounts under other revolving credit agreements. 

We will be exposed to market risk and may irzcur losses from the tradiizg operatiotts and/or activities we take to mitigate our 
cornrnodity exposzcre. 

We have trading operations that primarily consist of contracts to buy and sell commodities, including contracts for electricity, natural 
gas, and other commodities that are settled by the delivery of the commodity or cash. Our trading portfolios also include financial 
derivatives, including swaps. futures, and options. If the values of these contracts or derivatives change in a direction or manner that 
we do not anticipate, we could realize material losses from our trading activities. 

In order to manage our financial exposure related to commodity price fluctuations, primarily with respect to power and natural gas, 
coal, and emission allowances, our risk management operations routinely enter into contsacts to hedge the value of our assets and 
operations, including fixed-price, forward, physical purchase and sales contracts, futures, financial swaps, and option contracts traded 
in over-the-counter markets or on exchanges. 

Our risk management systems, however, may not always be implemented properly or may not always function as planned. In 
particular, if prices of commodities significantly deviate from historical prices or if the price volatility or distribution of those changes 
deviates from historical norms, our risk management systems may not protect us from significant losses. To the extent we have 
unhedged positions or our hedging strategies do not work as planned, fluctuating commodity prices could cause our sales, purchases, 
and net income to be volatile. In 





addition, certain types of economic hedging activity may not qualify for hedge accounting under generally accepted accounting 
principles, resulting in increased volatility in net income. 

We are exposed to credit risk of counterparties with whonz we do brtsiness. 

Adverse economic conditions affecting, or financial difficulties of, counterpa~ties wc do business with could impair the ability 01 these 
counterpalties to pay for our services or fulfill their contractual obligations, 01 cause thcni to delay such payments or obligations. We 
depend on these counterparties to remit payments on a timely basis. Any delay or default in payment could adversely affect our cash 
flows, financial condition, or results of operations. 

Poor i~zvestment perforrnattce of peizsion plarz holdings a~zd  other factors inzpactilzg pe~uio~z plarz costs coltld u~lfavorably iinpact 
our liquidity a~zd results of operations. 

Our costs of ploviding non-contributory defined benefit pension plans are dependent upon a number of factors, such as the rates of 
~ e t u ~ n  on plan assets, discount rates, the level of interest rates used to measure the required minimum funding levels of the plans, 
future government regulation and our required or voluntary contributions made to the plans. While we comply with the funding 
requirements under the Employee Retirement Income Secu~ity Act of 1974, as of September 30, 2005, the latest valuation date for our 
pension plan obligations exceeded the value of plan assets by approximately $582 million. See "Pension and Other Postretirement 
Benefits" in "Item 7. MD&A - Liquidity and Capital Resources" and Note 11 of the "Notes to Financial Statements" in "Item 8. 
Financial Statements and Supplementa~y Data" for additional information. Without sustained growth in the pension investments over 
time to increase the value of our plan assets and depending upon the other facto~s impacting our costs as listed above. we could be 
required to fund our plans with significant amounts of cash. Such cash funding obligations could have a material impact on OUI 

liquidity by reducing our cash flows and could negatively affect our results of operations. 

Under Cinergy's holding company structure, the payment of dividends to shareholders is subject to the ability of its subsidiaries to 
pay dividends to it. 

Cinergy is a holding company with no material assets other than the stock of its subsidiaries. Accordingly, all of its operations are 
conducted by its subsidiaries. Cinergy's ability to pay dividends on its common stock will depend on the payment to it of dividends 
by its operating subsidiaries. These subsidiaries' payments of dividends, in turn, depend on their results of operations, cash flows, and - 
federal and state regulatory constraints. In addition, until consummation or termination of the merger with Duke, Cinergy is 
prohibited from paying dividends in excess of its historical levels without the consent of Duke. 

We could irzcur a signifcant tax liability and our results of operatio~zs and cash flows may be negatively affected iftlze Internal ' 

Reverzue Service denies or otherwise makes urtusable certain tax credits related to our coal and synthetic fuel busirtess or if such 
credits are phased out based on crude oil prices. 

Cinergy's sale of synthetic fuel intended to qualify for tax credits in accordance with Section 29145K of the Internal Revenue Code 
has generated $339 million in tax credits through December 31, 2005. The Internal Revenue Service (IRS) is currently auditing 
Cinergy for the 2002,2003 and 2004 tax years. If the IRS were to successfully challenge Cinergy's Section 29145K tax credits 
related to synthetic fuel, and such challenges are successful, this could result in the disallowance of up to all $339 million in 
previously claimed Section 29145K tax credits and a loss of our ability to claim future Section 29145K tax credits for synthetic fuel 
produced by such facilities. 

Section 29145K also provides for a phase-out of the credit based on the average price of crude oil during a calendar year. The 
phase-out is based on a prescribed calculation and definition of crude oil prices. Based on current 





estimates of crude oil prices and the recent volatility of such prices, we believe that for 2006 and 2007 the amount of the tax credits 
could be reduccd. 

We are c~~rrerltly involved in litigation witlz tlze United States and several states and environ~rterztal groups regarding certain 
environmental matters. 

I 

Cinergy is currently involved in litigation in which the Environmental Protection Agency (EPA) is alleging various violations of the 
Clean Air Act (CAA). Specifically, the lawsuit against Cinergy alleges that Cinergy violated the CAA by not obtaining permits for 
various projects at its owned and co-owned generating stations. Additionally, the Cinergy suit claims that Cinergy violated an 
Administrative Consent Order entered into in 1998 between the EPA and Cinergy relating to alleged violations of Ohio's state 
implementation plan provisions governing particulate matter at 6ne of its generating stations. Three northeast states and two 
environmental groups have intervened in the Cinergy case. In August 2005, the district court issued a ruling regarding the emissions 
test that i t  will apply to Cinergy at the trial of the case. Contrary to Cinergy's argument, the district court ruled that in determining 
whether a project was projected to increase annual emissions, it would not hold hours of operation constant. However, the district 
court subsequently certified the matter for interlocutory appeal to the Seventh Circuit Court of Appeals, which has accepted the appeal 
and set a briefing schedule. As a result, the district court has removed the trial from the calendar and will reset a trial date, if 
necessary, after the Seventh Circuit rules. 'There are a number of other legal issues currently before the district court judge, and the 
case is currently in discovery. A second lawsuit being defended by one of Cinergy's co-owners involves similar allegations and is 
also pending. 

We are subject to numerous environrrtental laws arzd regulations that require significant capital expenditures, increase our cost of 
operations, arzd which may itrzpact or lirrtit our business plans, or expose us to e~tvironmerztal liabilities. 

We are subject to numerous environmental regulations affecting many aspects of our present and future operations, including air 
emissions (such as controlling greenhouse-gas emissions), water quality, wastewater discharges, solid waste and hazardous waste. 
These laws and regulations can result in increased capital, operating, and other costs, particularly with regard to enforcement efforts 
focused on power plant emissions obligations. 'These laws and regulations generally require us to obtain and comply with a wide 
variety of envirorimental licenses, permits, inspections and other approvals. Both public officials and private individuals may seek to 
enforce applicable environmental laws and regulations, and litigation may arise the outcome of which we cannot predict. 

For example, the EPA recently issued the Clean Air Interstate Rule, formerly the Interstate Air Quality Rule, which requires 
reductions in SO2 and NOx emissions in order to address alleged contributions to downwind non-attainment with the revised National 
Ambient Air Quality Standards and established a two-phase, regional cap and trade program for SO2 and NOx and issued the Clean 
Air Mercury Rule, which requires reductions in mercury emissions from coal-fired power plants through a similar two phase cap and 
trade program. Over the 2006-2010 time period, Cinergy expects to spend approximately $1.4 billion to reduce mercury, SO2, and 
NOx emissions. These projected expenditures include estimated costs to comply at plants that we own but do not operate and could 
change when taking into consideration compliance plans of'co-owners or operators involved. Although we believe that we are legally 
entitled to recover these costs, if we cannot recover these costs in a timely manner, or in an amount sufficient to cover our actual costs, 
our financial conditions and results of operations could be materially and adversely impacted. Revised or additional regulations, 
which result in increased compliance costs or additional operating restrictions, particularly if those costs are not fully recoverable from 
our customers, could have a material adverse effect on our results of operations. 



Deregulatiorz or restrrtctlirirzg in the electric irzdustry may result in irzcreased conzpetitiorz arzd urzrecovered costs that could 
adversely affect our fizarzcial condition, results of operations, or caslz flows and our utilities' busirtesses. 

Increased competition resulting from deregulation or restructuring efforts, including f ~ o m  the recently enacted Energy Policy Act of 
2005, could have a significant adverse financial impact on us and our utility subsidiaries and consequently on o u ~  results ol operations 
and cash flows. Increased competitiorl could also result in increased pressure to lower costs. including the cost of electricity. Retail 
cornpetition and the unbundling of regulated energy and gas service could have a significant adverse financial impact on us arid our 
subsidiaries due to an impairment of assets, a loss of retail customers, lower profit margins. or increased costs of capital. We cannot 
predict the extent and timing ot entr y by additional competitors into the electric markets. We cannot predict when we will be subject 
to changes in legislation or regulation, nor can we predict the impact of these changes on our financial condition, results of operations, 
01 cash flows. 

Ohio has enacted electric generation deregulation legislation. Our Ohio residential and non-residential customers are served under a 
recently approved RSP, that runs through December 31, 2008. At this time, it is difficult to predict how the regulatory envi~onmcnt 
will look after thc RSP ends. 

Efforts associated witlz conzpletirzg tlze nzerger with Duke are conzplex arzd may divert nzarzager?zerzt's focus arzd resources jiaonz 
otlzer strategic opportr~nities. 

The pending merger between Duke and Cinergy presents significant challenges. The integration of the two companies will be 
complex and time-consuming, due to the size and complexity of each organization. The principal challenges will be integrating the 
combined regulated electric utility operations and combining the unregulated wholesale power generation businesses. All of these 
businesses are complex, and some of the business units aie dispersed. Such efforts could also divert management's focus and 
resources from other strategic opportunities during the integration process. 

Risks Related to the Industry 

Our resrclts of operatiorzs rnay be rzegatively affected by sustairzed dowrzturrzs or sluggish~zess irz the ecorzonzy, irzcludirzg low levels 
irz tlze ntarketprices of cornrnodities, all of whiclz are beyond our corztrol. 

Sustained downturns or sluggishness in the economy generally affect the markets in which we operate and negatively influence our 
cnergy operations. Declines in demand for electricity and gas as a result of economic downturns in our franchised electric arid gas 
service territories will reduce overall electricity and gas sales and lessen our cash flows, especially as our industrial customers reduce 
production and, therefore, consumption of electricity and gas. Although Regulated's business is subject to regulated allowable rates of 
return and recovery of fuel and emission allowance costs, and our gas transmission business is subject to mandated tariff rates, overall 
declines in electricity sold or the volume of gas shipped as a result of economic downturn or recession could reduce revenues and cash 
flows, thus diminishing results of operations. 

We also sell electricity into the wholesale market under both short-term and long-term contracts and enter into contracts to purchase 
and sell electricity, natural gas, and natural gas liquids as part of our energy marketing and trading operations. With respect to such 
transactions, we are not guaranteed any rate of return on our capital investments through mandated rates, and our revenues and results 
of operations are likely to depend, in large part, upon prevailing market prices for power, natural gas, coal, and emission allowances in 
our regional markets and other competitive markets. These market prices may fluctuate substantially over relatively short periods of 
time and could reduce our revenues and margins and thereby diminish our results of operations. 



Lower demand for the electricity we sell and varying prices for electricity, natural gas, coal, and emission allowances result from 
multiple factors that affect the markets whcrc we sell electricity including: 

weather conditions, including abnormally mild winter or summer weather that cause lower energy usage for heating 01 

cooling purposes, respectively; 

0 supply of and demand for energy commodities; 

e illiquid markets including reductions in trading volumes, which result in lower revenues and earnings; 

general economic conditions which irnpact energy consumption particularly in which sales to industrial or large 
commercial customers comprise a significant portion of total sales; 

transmission or transportation constraints or inefficiencies, whlch impact our merchant energy operations; 

e availability of competitively-priced alternative energy sources, which are preferred by some customers over electricity 
produced from coal or gas plants, and of energy-efficient equipment which reduces energy demand; 

electric generation capacity surpluses which cause our merchant energy plants to generate and sell less electricity at 
lower prices and may cause some plants to become non-economical to operate; 

0 capacity and transmission service into, or out of, our markets; 

0 natural disasters, acts of terrorism, wars, embargoes, and other catastrophic events to the extent they affect our operations 
and markets; and 

federal and state energy and environmental regulation and legislation. 

Our bzcsitzess is szcbject to extensive regulation that will affect our operations and costs. 

We are subject to regulation by FERC, by federal, state, and local authorities under environmental laws and by state public utility 
commissions under laws regulating our businesses. Regulation affects almost every aspect of our businesses, including, among other 
things, our ability to: take fundamental business management actions; determine the terms and rates of our transmission and 
distribution businesses' services; make acquisitions; issue equity or debt securities; engage in transactions between our utilities and 
other subsidiaries and affiliates; and pay dividends. Changes to these regulations are ongoing, and we cannot predict the future course 
of changes in this regulatory environment or the ultimate effect that this changing regulatory environment will have on our business. 
However, 





changes in regulation (including re-regulating previously deregulated markets) can cause delays in  or affect business planning and 
transactions and can substantially inc~ease our costs. 

Certairz eveizts irz tlze erzergy markets beyorzd our corttrol have irzcreased tlze level of public and regulatory scrlitirzy irz tlze energy 
irzdustry and irt the capital r?zarkets which could have a rzegative irizpact on ourfizarzcial conditiort or results of operations or 
access to capital. 

Due to certain events in the energy ma~kets, regulated energy companies have been unde~ increased scrutiny by regulatory bodies, 
capital markets, and credit rating agencies. This increased scrutiny could lead to substantial changes in  laws and regulations affecting 
us, including new accounting standards that could change the way we are rcquired to ~ecord revenues, expenses, assets, and liabilities. 
'Thcse types of regulations could have a negative impact on our financial condition or results of ope~ations or access to capital 

Poterztial terrorist activities or military or otlzer actiorzs could adversely affect our busirtess. 

The continued threat of terrorism and the impact of retaliatory military and other action by the United States and its allies may lead to 
increased political. economic, and financial market instability and volatility in prices h r  natural gas and oil which could affect the 
market for our gas operations and may materially adversely affect us in ways we cannot predict at this time. In addition, future acts of 
terrorism and any possible reprisals as a consequence of action by the United States and its allies could be directed against companies 
in our industry operating in the United States. 

Zrzcreased envirortnzental regulatiorz arzd liabilities couldsubject us to sigrzificant co~npliarzce arzd remediatiorz costs that adversely 
affect our results of operatiorzs. 

Our operations are subject to extensive erlvironmental regulation pursuant to a variety of United States, and other federal, provincial, 
state, and municipal laws and regulations. Such environmental regulation imposes, among other things, restrictions, liabilities, 
obligations, and potential enforcement in connection with the generation, handling, use, storage, transportation, treatment. and 
disposal of hazardous substances and waste, and in connection with spills, releases and emissions of various substances into the 
environment. Environmental legislation also requires that our facilities, sites, and other properties associated with our operations be 
operated, maintained, and reclaimed to the satisfaction of applicable regulatory authorities. 

Compliance with environmental regulations can require significant expenditures, including expenditures for cleanup costs and 
damages arising out of contaminated properties, and failure to comply with environmental regulations may result in the imposition of 
fines and penalties. The steps we take to ensure our facilities are in compliance could be prohibitively expensive, and we may be 
required to shut down or alter the operation of our facilities, which may cause us to incur losses. Further, our regulatory rate structure 
and our contracts with clients may not necessarily allow us to recover capital costs we incur to comply with new environmental 
regulations. Also, we may not be able to obtain or maintain, from time to time, all required environmental regulatory approvals for 
our development pro-jects. If there is a delay in obtaining any required environmental regulatory approvals, if we fail to obtain and 
cornply with them, or if environmental regulations change and become more stringent, the operation of our facilities or the 
development of new facilities could be prevented, delayed, or become subject to additional costs. Should we fail to comply with all 
applicable environmental laws, we may be subject to penalties and fines imposed against us by regulatory authorities. Although it is 
not expected that the costs of complying with current environmental regulations will have a material adverse efTect on our financial 
condition or results of operations, no assurance can be made that the costs of complying with environmental regulations in the future 
will not have such an effect. 

In addition, we are generally responsible for on-site liabilities, and in some cases off-site liabilities, associated with the 
environmental condition of our power generation facilities and natural gas assets which we have acquired or developed, regardless of 
when the liabilities arose and whether they are known or unknown. In connection with some acquisitions and sales of assets, we may 
obtain, or be required to provide, indemnification against some environmental liabilities. If we incur a material liability, or the other 
party to a transaction fails to meet its indemnification obligations to us, we could suffer material losses. 





UNRESOLVED STAFF COMMENTS 

ITEM 1B. UNRESOLVED STAFF COMMENTS 

None. 



PROPERTIES 

ITEM 2. PROPERTIES 

REGULATED 

Electric 

Dontestic Power Generation 

Regulated's domestic power generating stations' total capacity, reflected in MW's, as of December 31, 2005, is shown in the table that 
follows. The electric generating plants are located in  Indiana and Ohio and are wholly-owned or jointly-owned facilities. 

Natural 
Coal Gas Oil Hydro Total 

Reeulatcd(1) Stations MW MW MW MW MW 

PSI 12 5,488 1,75 1 259 45 7,543 

(1) This table includes only our portion of the total capacity for the jointly--owned plants and does not include certain 
generating capacity transferred from CG&E to UL,H&P in January 2006 as discussed in "Electric Industry - Kentucky" 
in "Item 7. MD&A - Future Expectations/Trends." The transferred generating assets became Regulated assets upon 
transfer. 

During 2005, Regulated's electric generating plants. including those that we own but do not operate, performed reliably, as evidenced 
by our annual capacity factor of 75 percent and a utilization ljctor of 86 percent (excluding natural gas and fuel oil peaking stations) 
and an equivalent availability factor of 88 percent. A capacity factor is a percentage that indicates how much of a power plant's 
capacity is used over time. A utilization factor is a percentage that indicates how much of a power plant's capacity is used while being 
available. An equivalent availability factor is a percentage that indicates how much of a unit is available to generate compared to its 
potential maximum generation. 



Below is a geographical map showing the locations of Regulated's generation plants. I 

Leeend(1) 
Generation 

Number Plant Fuel Tvoe MW Capacity 

\,, 
'.., 

5 
1' 

1 '*\ 
f- 

'8. --".,---- 
d..... ", 

r---., 2.' 
,-.? I--'-'--- ---.-'I.. <y.---- ,.... / 

,."'- qy I 
=.-**/- 1 I 

/ INDIANA 
i I .,Ti I 

Cayuga CoalIGaslOil 
Wabash River CoalIOil 
Edwardsport CoalIOil 
Gibson Coal 
Miami Wabash Oil 
Noblesville Gas 
Henry County Gas 
Connersville Oil 
Gallagher Coal 
Markland Hydro 
Madison Gas 
Wheatland Gas 

Total 
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Trarzsmissiorz arzd Distribution 

Relevant information for our utility operating companies' elcctric transmission and distribution systems located in Ohio, Kentucky, 
and Indiana is as follows: 

Registrant 

CG&E and subsidiaries 
CG&E 
ULH&P 
Other subsidiaries 

Total CG&E and subsidiaries 
PSI 

Electric Electric Substation 
Transniission Distribution Combined 

Svstenis(l) Svstems(1) Capacity 
(circuit miles) (circuit miles) (kilovolt-amperes)(2) 

(1) Circuit Miles include only our proportionate share for the jointly-owned lines. 

(2) Kilovolt-amperes (1,000 volt--amperes) are a broad measure of our substation transformer capacity. 

(3) Prior to 2005, PSI did not include secondary lines as part of their Distribution System Circuit Miles. As of December 31, 
2005, 8,317 circuit miles of secondary lines were included consistent with other registrants. 

At the end of 2005, our utility operating companies' electric systems were interconnected with 14 other utilities. Our electric 
transmission and distribution systems are designed and constructed to further the goal of providing reliable service to our customers. 
Every effort is made to ensure that sufficient facilities are in service to meet this goal without installing facilities beyond what is 
required to operate reliably and within the designed parameters. Through our ongoing review of these systems, enhancements are 
developed and constructed to meet our planning, loading, and reliability guidelines. This process allows us to prudently invest in 
capacity additions only when and where they are required. The Midwest IS0 holds functional control of Regulated's transmission 
systems. 

Gas 

As of December 31,2005, the natural gas transmission and distribution systems of Cinergy and CG&E and its subsidiaries had 
approximately 10,062 miles of mains and service lines located in southwestern Ohio and northern Kentucky. Cinergy and CG&E and 
its subsidiaries also jointly own three underground caverns with a total storage capacity of approximately 23 million gallons of liquid 
propane (of which 18.7 million gallons belong to CG&E, including 7.5 million gallons belonging to ULH&P). As of December 31, 
2005, Cinergy had 15.1 million gallons of liquid propane in storage (of which 12.4 million gallons belong to CG&E, including 5.4 
million gallons belonging to ULH&P). This liquid propane is used in the three propanelair peak shaving plants located in Ohio and 
Kentucky. Propanelair peak shaving plants store propane and, when needed, vaporize the propane and mix with natural gas to 
supplement the natural gas supply during peak demand periods and emergencies. 



COMMERCIAL 

Electric 

Dolnestic Power Gelzeratiorz 

Commercial's domestic power generating stations' total electric capacity, reflected in MW, as of December 31, 2005, is shown in the 
table that follows. Commercial's electric generating plants are primarily located in Ohio and Kentucky and arc wholly-owned or 
jointly-owned facilities. 

Natural 
Coal Gas Oil Total 

Commercial(1) Stations M W  MW MW MW 

Total 

(1) This table includes only our portion of the total capacity for the jointly-owned plants. The table also includes certain 
generating capacity transferred from CG&E to UL,EI&P in January 2006 as discussed in "Electric Industry - Kentucky" 
in "Item 7. MD&A - Future ExpectationsITrends." The transferred generating assets became Regulated assets upon 
transfer. 

(2) Represents natural gas peaking plarits located in Tennessee and Mississippi, owned by Investments, that sell electricity 
on the wholesale market. 

During 2005, Commercial's electric generating plants, including those that we own but do not operate, performed reliably, as 
evidenced by our annual capacity factor of 72 percent and a utilization factor of 86 percent (excluding natural gas and fuel oil peaking 
stations) and an equivalent availability factor of 85 percent. A capacity factor is a percentage that indicates how much of a power 
plant's capacity is used over time. A utilization factor is a percentage that indicates how much of a power plant's capacity is used 
while being available. An equivalent availability factor is a percentage that indicates how much of a unit is available to generate 
compared to its potential maximum generation. 



Below is a geographical map showing the locations of Commercial's generation plants. 
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Dick's Creek 
Woodsdale(2) 
Miami Fort(2) 
East Bend(2) 
W. C. Beckjord 
W.M. Zimmer 
J.M. Stuart 
Killen 
Conesville 
Brownsville 
Caledonia(1) 

Gas 
Gas 
CoalIOil 
Coal 
CoalIOil 
Coal 
Coal 
Coal 
Coal 
Gas 
Gas 
Total 

(1) Commercial's generation plant not included in the map is located in 
Caledonia, Mississippi. 

(2) All of Woodsdale and East Bend and a portion of Miami Fort (163 MW) 
were transferred to Regulated in January 2006. See "Electric Industry - 
Kentucky" in "Item 7. MD&A - Future Expectations/Trends." 





As of December 31, 2005, Cinergy had ownership interests in and/or operated 28 domestic cogeneration ljcilities capable of 
producing 5,335 MW of electricity, 4,117 MW equivalents of steam and 297 MW equivalents of chilled water'. Cogeneration is the 
simultaneous production of two or more forms of useable energy from a single fuel source. 

Capital & Trading owns two coal-based synthetic fuel production facilities, which convert coal into synthetic fuel for sale to a third 
party. See "Othel Matters - Synthetic Fuel Production" in "Item 7. MD&A - Future ExpectationsITrends" for additional information 
regarding this business initiative. 

International 

As of December 31,2005, we had minority ownership interests in (1) a generation asset located in Kenya capable of producing 
approximately 18 MW of electricity and 460 MW equivalents of steam; and (2) approximately 1.200 miles of gas arid electric 
transmission and distribution systems tl.n.ough jointly-owned investments in  Greece and Zambia, through which we serve 
approximately 8,500 transmission and distribution customers. These assets serve retail and wholesale custoniers by providing utility 
services including generation of electricity and heat as well as the distribution of gas and electric commodities. 

PEAK LOAD 

In July 2005, we experienced record peak loads of 12,001 MW, 5,607 MW, and 6,409 MW for Cinergy, CG&E, and PSI, 
respectively. 



LEGAL PROCEEDINGS 

ITEM 3. LEGAL, PROCEEDINGS 

CLEAN AIR ACT LAWSUIT 

In Novelnber 1999, and through subsequent amendments, the United States brought a lawsuit in the United States Federal District 
Court for the Southern District ol Indiana against Cinergy, CG&E, and PSI alleging various violations of the CAA. Specifically, the 
lawsuit alleges that we violated the CAA by not obtaining Prevention of Significant Deterioration (PSD), Non-Attainment New 
Soul-ce Review (NSR), and Ohio and Indiana State Implementation Plan (SIP) permits for various projects at our owned and 
co-owned generating stations. Additionally, the suit claims that we violated an Administrative Consent Order entered into in 1998 
between the EPA and Cinergy relating to alleged violations of Ohio's SIP provisions governing particulate matter at IJnit 1 at . 
CG&E's W.C. Bcckjord Station. The suit seeks (1) injunctive relief to require installation of pollution contlol technology on various 
generating units at CG&E's W.C. Beckjord and Miami Fort Stations, and PSI'S Cayuga, Gallagher, Wabash River, and Gibson 
Stations. and (2) civil penalties in amounts of up to $27,500 per day for each violation. In addition, three northeast states and two 
environmental groups have intervened in the case. In August 2005, the district court issued a ruling regarding the emissions test that it 
will apply to Cinergy at the trial of the case. Contrary to Cinergy's argument, the district court ruled that in determining whether a 
project was projected to increase annual emissions, it would not hold hours of operation constant. However, the district court 
subsequently cel tified the matter for interlocutory appeal to the Seventh Circuit Court of Appeals, which has accepted the appeal and 
set oral arguments for May 2006. In February 2006, the district court ruled that in carrying its burden of proof, the defendant can look 
to industry practice in proving a particular prqject was routine. The district court has removed the trial from the calendar and will 
reset a trial date, if necessary, after the Seventh Circuit rules. Not withstanding the appeal, there are a number of other legal issues 
currently before the district court judge. 

In March 2000. the United States also filed in the 'IJnited States District Court for the Southern District of Ohio an amended complaint 
in a separate lawsuit alleging violations of the CAA relating to PSD, NSR. and Ohio SIP requirements regarding various generating 
stations, including a generating station operated by Columbus Southern Power Company (CSP) and jointly-owned by CSP, The 
Dayton Power and Light Company (DP&L.), and CG&E. The EPA is seeking injunctive relief and civil penalties of up to $27.500 per 
day for each violation. This suit is being defended by CSP. In April 2001, the United States District Court for the Southern District of 
Ohio in that case ruled that the Government and the intervening plaintiff environmental groups cannot seek monetary damages for 
alleged violations that occurred prior to November '3, 1994; however, they are entitled to seek injunctive relief for such alleged 
violations. Neither party appealed that decision. This matter was heard in trial in July 2005. A decision is pending. 

In addition, Cinergy and CG&E have been informed by DP&L, that in June 2000, the EPA issued a Notice of Violation (NOV) to 
DP&L, for alleged violations of PSD, NSR, and Ohio SIP requirements at a station operated by DP&L. and jointly-owned by DP&L., 
CSP, and CG&E. The NOV indicated the EPA may (1) issue an order requiring compliance with the requirements of the Ohio SIP, or 
(2) bring a civil action seeking injunctive relief and civil penalties 01 up to $27,500 per day for each violation. In September 2004, 
Marilyn Wall and the Sierra Club brought a lawsuit against CG&E, DP&L and CSP for alleged violations of the CAA at this same 
generating station. This ease is currently in discovery in front of the same judge who has the CSP case. 

We are unable to predict whether resolution of these matters would have a material effect on our financial position or results of 
operations. We intend to vigorously defend against these allegations. 

CARBON DIOXIDE LAWSUIT 

In July 2004, the states of Connecticut, New York, California, Iowa, New Jersey, Rhode Island, Vermont, Wisconsin, and the City of 
New York brought a lawsuit in the United States District Court for the Southern District of New York against Cinergy. American 
Electric Power Company, Inc., American Electric Power Service Corporation, The Southern Company, Tennessee Valley Authority, 
and Xcel Energy Inc. That same day, a similar lawsuit was filed in the IJnited States District Court for the Southern District of New 



York against the same companies by Open Space Institute, Inc., Open Space Conservancy, Inc., and The Audubon Society of New 
Hampshire. These lawsuits allege that the defendants' emissions of COz from the combustion of fossil fuels at electric generating 
facilities contribute to global warming and amount to a public nuisance. The complaints also 



allege that the defendants could generate the same amount of electricity while emitting significantly less CO2. The plaintiffs are 
seeking an injunction requiring each defendant to cap its COz emissions and then reduce them by a specified percentage each year for 
atleast a decade. In September 200.5, the district court granted the defendants' motion to dismiss the lawsuit. The plaintiffs have 
appealed this ruling to the Second Circuit Court of Appeals. We are not able to predict whether resolution of these matters would have 
a material cflect on our financial position or results of operations. 

SELECTIVE CATALYTIC REDUCTION UNITS (SCR) AT GIBSON GENERATING STATION 

In May 2004, SCRs and other pollution control equipment became operational at IJnits 4 and 5 of PSI's Gibson Station in accordance 
with compliance deadlines under the NOx SIP Call. In June and July 2004, Gibson Station temporarily shut down the equipment on 
these units due to a concern that portions of the plume from those units' stacks appeared to break apart and descend to ground level, at 
certain times, under certain weather conditions. After we developed a protocol with several other parties regarding the use of control 
equipment, one of the parties sought a court preliminary injunction to enforce the protocol. The court initially granted the preliminary 
injunction, but on appeal the preliminary injunction was dissolved and the case was dismissed. 

In Ap~il 2005, we completed the installation of a permanent control system to address this issue. The new conhol system will support 
all five Gibson Station generating units. We will seek recovery of any related capital as well as increased emission allowance 
expenditures through the regulatory process. We do not believe costs related to resolving this matter will have a material impact on 
our financial position or results of operations. 

ZIMMER GENERATING STATION (ZIMMER STATION) LAWSUIT 

In November 2004, a citizen of the Village of Moscow, Ohio, the town adjacent to CG&E's Zimmer Station, brought a purported 
class action in the TJnited States District Court for the Southern District of Ohio seeking monetary damages and injunctive relief 
against CG&E for alleged violations of the CAA, the Ohio SIP, and Ohio laws against nuisance and common law nuisance. The 
plaintiffs have filed a number of additional notices of intent to sue and two lawsuits raising claims similar to those in the original 
claim. One lawsuit was dismissed on procedural grounds and the remaining two have been consolidated. The plaintiff filed a motion 
for class certification, which is fully briefed and pending decision. At this time. we cannot predict whether the outcome of this matter 
will have a material impact on our financial position or results of operations. We intend to defend this lawsuit vigorously in  court. 

MANUFACTURED GAS PLANT (MGP) SITES 

Coal tar residues, related hydrocarbons, and various metals have been found in at least 22 sites that PSI or its predecessors previously 
owned and sold in a series of transactions with Northern Indiana Public Service Company (NIPSCO) and Indiana Gas Company, Inc. 
(IGC). The 22 sites are in the process of being studied and will be remediated, i f  necessary. In 1998 NIPSCO, IGC, and PSI entered 
into Site Participation and Cost Sharing Agreements to allocate liability and responsibilities between them. Thus far, PSI has primary 
responsibility for investigating, monitoring and, if necessary, remediating nine of these sites. In December 2003, PSI entered into a 
voluntary remediation plan with the state of Indiana, providing a formal framework for the investigation and cleanup of the nine sites. 
The Indiana Department of Environmental Management oversees investigation and cleanup of all of these sites. 

In April 1998, PSI filed suit in Hendricks County in the state of Indiana against its general liability insurance carriers. PSI sought a 
declaratory judgment to obligate its insurance carriers to (1) defend MGP claims against PSI and compensate PSI for its costs of 
investigating, preventing, mitigating, and remediating damage to property and paying claims related to MGP sites; or (2) pay PSI's 
cost of defense. PSI settled, in principle, its claims with all but one of the insurance carriers in January 2005 prior to commencement 
of the trial. With respect to the lone insurance casrier, a jury returned a verdict against PSI in February 2005. PSI has appealed this 
decision. At the present time, PSI cannot predict the outcome of this litigation, including the outcome of the appeal. 



PSI has accrued costs related to investigation, remediation, and groundwater monitoring for. those sites where such costs are probable 
and can be reasonably estimated. We will continue to investigate and remediate the sites as outlined in the voluntary remediation plan. 
As additional facts become known and investigation is complctcd, we will assess whether the likelihood of incurring additional costs 
bcconies probable. Until all investigation and 



remediation is complete, we are unable to determine the ove~all impact on our financial position or results of operations. 

CG&E and ULH&P have performed site assessments on certain of their sites where we believe MGP activities have occurred at some 
point in  the past and have found no imminent risk to the environment. At the present time, CG&E and ULH&P cannot pl-edict 
whether investigation and/or remediation will be required in  the future at any of these sites. 

ASBESTOS CLAIMS LITIGATION 

PSI and CG&E have been named as defendants or co-defendants in lawsuits related to asbestos at their electric generating stations. 
Currently, there are approximately 130 pending lawsuits (the majority of which are PSI cases). In these lawsuits, plaintiffs claim to 
have been exposed to asbestos-containing products in the course of their work as outside contractors in  the construction and 
maintenance of CG&E and PSI generating stations. The plaintiifs further claim that as the property owner of the generating stations. 
CG&E and PSI should be held liable for their injuries and illnesses based on an alleged duty to warn and protect them from any 
asbestos exposure. The impact on CG&E's and PSI's financial position or results of operations of these cases to date has not been 
material. 

Of these lawsuits, one case filed against PSI has been tried to verdict The jury returned a verdict against PSI on a negligence claim 
and a verdict for PSI on punitive damages. PSI appealed this decision up to the Indiana Supreme Court. In October 2005, the Indiana 
Supreme Court,upheld the jury's verdict. PSI paid the judgment of approximately $630,000 in  the fourth quarter. In addition, PSI has 
settled over 150 other claims for amounts, which neither individually nor in the aggregate, are material to PSI's financial position or 
results of operations. Based on estimates under varying assumptions. concerning uncertainties, such as. among others: (i) the number 
of contractors potentially exposed to asbestos during construction or maintenance of PSI generating plants; (ii) the possible incidence 
of various illnesses among exposed workers. and (iii) the potential settlement costs without federal or other legislation that addresses 
asbestos tort actions, PSI estimates that the range of reasonably possible exposure in existing and future suits over the next 50 years 
could range from an immaterial amount to approximately $60 million, exclusive of costs to defend these cases. This estimated range 
of exposure may change as additional settlements occur and claims are made in Indiana and more case law is established. 

CG&E has been named in fewer than 10 cases and as a result has virtually no settlement history for asbestos cases. Thus, CG&E is 
not able to reasonably estimate the range of potential loss from current or future lawsuits. However, potential judgments or settlements 
of existing or future claims could be material to CG&E. 

DUNAVAN WASTE SUPERFUND SITE 

In July and October 2005, PSI received notices from the EPA that it has been identified as a de minimus potentially responsible party 
under the Comprehensive Environmental Response, Compensation, and Liability Act at the Dunavan Waste Oil Site in Oakwood, 
Vermilion County, Illinois. At this time, PSI does not have any further information regarding the scope of potential liability associated 
with this matter. 

MERGER L,AWSUIT 

In May 2005, a purported shareholder class action was filed in the Court of Comlnon Pleas in Hamilton County, Ohio against Cinergy 
and each of the members of the Board of Directors. The lawsuit alleged that the defendants breached their duties of due care and 
loyalty to shareholders by agreeing to the merger agreement between Duke and Cinergy and was seeking to either enjoin or amend 
the terms of the merger. Cinergy and the individual defendants filed a motion to dismiss this lawsuit in July 2005, which was granted 
in November of 2005. An appeal was not filed by the plaintiffs and the case is closed. 



OHIO EPA PENALTY ON CINERGY POWER GENERATION SERVICES 

In October 2005, the Ohio EPA proposed a civil penalty of $102,000 on Cinergy Power Generation Services to settle multiple, 
unrelated alleged violations occurring at multiple CG&E generating stations over the past several years. In Decenlber 2005, CG&E 
settled thcse allegations for an aggrcgate of $53,000. 1 



ONTARIO, CANADA LAWSUIT 

We understand through newspaper reports that a class action lawsuit was filed in Superior Court in Ontario, Canada against us and 
approxilnately 20 other utility and power generation coinpanies alleging various claims relating to environmental emissions from 
coal-fired power generation lacilities in  the United States and Canada and darnages of approxi~nately $50 billion, with continuing 
damages in the arnount of approxilnately $4 billion annually. We understand that the lawsuit also claims entitlement to punitive and 
exemplary damages in the amount of $1 billion. We liave not yet been served in this lawsuit, however, if served, we intend to defend 
tl~is lawsuit vigorously in  court. We are not able to predict whether resolution of this Inalter would have a material cficct on our 
financial position or results of operations. 



SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

No mattets were submitted to a vote of security holders of Cinergy, 'The Cincinnati Gas & Electric Company, 01 PSI Energy. Inc. 
during the fourth quarter of 2005. 



MARKET FOR REGISTRANT'S COMMON EQUITY, REL,ATED STOCKHOLDER MATTERS AND 

ISSUER PURCHASES OF EQUITY SECURITIES 

PART I1 

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED 

STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQIJITY SECURITIES 

Cinergy Corp.'s common stock is listed on the Ncw York Stock Exchange. The high and low stock priccs for each quarter for thc 
past two years are indicated below: 

High Low 
2005 

First Quarter 
Second Quarter 
Third Quarter 
Fourth Quarter 

2004 
First Quarter 
Second Quarter 
Third Quarter 
Fourth Quarter 

Cinergy Corp. holds all outstanding common stock of The Cincinnati Gas Rr Electric Company (CG&E) and PSI Energy, Inc. (PSI), 
and CG&E holds all of the common stock of The Union Light. Heat and Power Company (ULH&P). Thercfore, no public trading 
market exists for the common stock of CG&E, PSI, and ULH&P. 

As of January 3 1, 2006. Cinergy Corp. had 42,705 shareholders of record. 

Cinergy Corp. declared dividends on its colnmon stock of $.48 and $.47 per share for each quarter of 2005 and 2004, respectively. 
The quarterly dividends paid to Cinergy Corp. by CG&E and PSI, and to CG&E by ULH&P for the past two years were as follows: 

Rerristrant Quarter 2005 2004 
(in thousands) 

PSI 

First 
Second 
Third 
Fourth 

First 
Second 
Third 
Fourth 

First $ - $ - 
Second - - 



Third 
Fourth 

On January 16, 2006, the Board of Discctors ol Cinergy Corp. declared dividends on its common stock of $.48 per share, payable 
February 15, 2006, to shareholders of record at the close of business on February 1, 2006. 

See "Dividend Restrictions" in "Itcm 7. Management's Discussion and Analysis of Financial Condition and Results of Operations - 
Liquidity and Capital Resources" for a briel description of the registrants' common stock dividend rcstsictions. 



The number ot shares (or units) provided in the table below represent shares exchanged in connection with employee option exe~cises 
and shares purchased by the plan trustee on behali of the 401(k) Excess Plan. 

(c) Total Number of 
Sliares (or Units) 

(a) Total Number of (b) Average Price Purchased as Part of 
Sliares (or Units) Paid per Share (or Publicly Announced 

Period Purchased Unit) Plans o r  Programs 

October 1 - October 3 1 
Novelnber 1 - Novelnber 30 
December 1 - December 3 1 

(d) Maximum Number 
(or Approximate 
Dollar Value) of 

Shares (or Units) that 
May Yet I$e 

Purchased Under tlie 
Plans or Proprams 



SELECTED FINANCIAL DATA 

ITEM 6. SELECTED FINANCIAL DATA 

2005 2004 2003 2002 2001 
(in millions, except per share amounts) 

Cinergy(1) 
Results of Operations: 
Operating revenues $ 5,410 $ 4.628 $ 4,364 $ 4,001 $ 3,883 
Income before discontinued operations and cumulative effect of 

changes in accounting principles 490 41 1 438 40 1 455 
Discontinued operations, net of tax(2) 3 (10) 6 (36) (13) 

- Cumulative eff'ect of changes in accounting principles, net of tax(3) (3) 26 (4) - 
Net income 490 40 1 470 361 442 

Per Share Data: 
Ea~nings per common share (EPS) - basic: 
Income before discontinued operalions and cumulative effect of 

changes in accounting principles 
Discontinued operations, net of tax(2) 
Cumulative effect of changes in accounting principles, net of 

tax(3) 
Net income 

EPS - diluted: 
Income before discontinued operations and cumulative "effect of 

changes in accounting principles 
Discontinued operations, net of tax(2) 
Cumulative effect of changes in accounting principles, net of 

tax(3) 
Net income 

Cash dividends declared per share 

Balance Sheet Data (at end of period): 
Total assets from continuing operations 17,120 14,818 13,950 13,518 12,422 
Total assets from discontinued operations 34 1 64 169 314 370 

17,154 14,982 14,119 13,832 12,792 
Long-term debt (including amounts due within one year) 4,746 4.448 4.969 4.188 3.656 

CG&E 
Results of Operations: 
Operating revenues $ 3,061 $ 2,511 $ 2,382 $ 2,137 $ 2,247 
Income before cumulative effect of changes in accounting principles 301 257 300 264 327 
Cumulative effect of changes in accounting principles, net of tax(4) (3) - 3 1 - - 

Net income 298 257 331 264 327 

Balance Sheet Data (at end of period): 
Total assets 7,234 6,232 5,809 5,75 1 5,559 
Long--term debt (includin~ amounts due within one year) 1,595 1.594 1.569 1,690 1,205 

PSI 
Results of Operations: 
Operating revenues $ 1,975 $ 1,754 $ 1,603 $ 1,611 $ 1,574 
Income before cumulative efi'ect of a change in accounting principle 198 165 134 214 162 
Cumulative effect of a change in accounting principle, net of tax(5) - (1) - - 

Net income 198 165 133 214 162 

Balance Sheet Data (at end of period): 
Total assets 6,242 5,450 5,14 ,539 4,864 
Long-term debt (including amounts due within one year) 2,194 1,874 1,720 1,372 1,348 



( I )  The results of Cinergy also include amounts related to non-registrants. 
(2) See Note I6 of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary 

Data" for further explanation. 
(3) In 2005, Cinergy recognized a gain/(loss) on cumulativc effect of a change in accounting principal of $(3) 

million (net of tax) as a result of the recognition of conditional asset retircment obligations. In 2003, 
Cinergy recognized a gain/(loss) on cumulative effect of changes in accounting principles of $39 million 
(net of tax) and $(13) million (net of tax) as a result of the reversal of accrued cost 01 removal for 
non-regulated generating assets and the change in  accounting of certain energy related contracts from fair 
value to accrual. In 2002. Cinergy recognized a cumulativc effect of a change in  accounting p~inciple of 
$(4)  nill lion (net of tax) as a result of an impairment charge for goodwill related to certain of our 
inte~national assets. 

(4) In 2005. CG&E recognized a gain/(loss) on cumulativc cffect of a change in accounting principle of $(3) 
million (net 01 tax) as a result of the recognition of conditional asset retirement obligations. In 2003, CG&E 
recognizcd a gain/(loss) on cumr~lative effect of changes in accounting principles of $39 million (net of tax) 
and $(8) million (net of tax) as a result of the reversal of accrued cost of removal for non-regulated 
generating assets and the change in accounting of certain energy related contracts from fair value to accrual. 

(5) In 2003, PSI recognized a loss on cumulative effect of a change in accounting principle of $ ( I )  million (net 
of tax) as a result of a change in accounting of certain energy related contracts from fair value to accrual. 



MD&A - EXECUTIVE SUMMARY 

I'TEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL 
CONDITION AND RESUL'TS OF OPERATIONS 

In this report, Cinergy (which includes Cinergy Corp. and all of its regulated and non-regulated subsidiaries) is, at times, referred to 
in the first person as "we," "our," or "us." 

The following discussion should be scad i"n conjunction with the accompanying financial statements and related notes included 
elsewhere in this report. We have reclassified certain prior-year amounts in the financial statements of Cinergy, 'The Cincinnati Gas 
& Electric Company (CG&E), PSI Energy, Inc. (PSI), and The Union Light, Heat and Power Company (ULH&P) to conform to 
cunent presentation. The following discussions of results are not necessarily indicative of the results to be expected in any future 
period. 

EXECUTIVE SUMMARY 

In Management's Discussion and Analysis of Financial Condition and Results of Operations (MD&A), we explain our general 
operating environment, as well as our results of operations, liquidity, capital resources. future expectations/trends, market risk 
sensitive instrurnents, and accounting matters. Specifically, we discuss the following: 

0 factors affecting current and future operations; 

why results changed from period to period; 

potential sources of cash for future capital expenditures; and 

how these items affect our overall financial condition. 

Financial Highlights 

Net income for Cinergy for the years ended December 3 1,2005, and 2004 was as follows: 

2005 2004 Change % Chance 
(in millions) 

Net income $ 490 $ 401 $ 89 22 % 

The increase in net income was primarily due to the following factors: 

e Increased gross margins resulting from PSI'S May 2004 base retail electric rate increase and the implementation of 
CG&E's rate stabilization plan (RSP) in January 2005; 



* Increased non-retail gross margins related to our generation portfolio, including the sale of emission allowances; 

* Increased gross margins due to warmer weather, primarily in the third quarter of 2005, as compared to 2004; and 

Increased Mi~cellarieo~rs lt1coi77e (Exl?eiise) -Net primarily due to impairment and disposal charges recognized in 2004 
on certain investments in  the Powel Technology and Infrastructure Services Business Unit (Power Technology and 
Infrastructure). 

These increases were partially offset by: 

* Increased luel, emission allowance, and purchased power costs attributable to CG&E's fixed price residential customers; 

* Timing diffe~cnces in  levenue recognition between certain colnponents of our generation portfolio; 

* Decreases in  Cominercial gas gross margins, pri~narily due to trading results in the second quarter of 2005: 



Increased Opetation arirl inairltenarzce expense primarily due to regulatory asset amortization, synthetic fuel production 
costs, and expenses associated with the pending Duke Energy Corporation (Duke)-Cinergy merger; and 

* Increased Depreciatio~z expense due to increased depreciation rates and the addition of depreciable plant. 

For further information, see "2005 Results of Operations - Cinergy". 

Forward-looking Challenges and Risks 

Merger Challenges and Risks 

The pending merger between Duke and Cinergy presents significant challenges. The integration of the two companies will be 
complex and time-consuming, due to the size and complexity of each organization. The principal challenges will be integrating the 
combined regulated electric utility operations and combining the unregulated wholesale power generation businesses. All of these 
businesses are complex, and some of the business units are dispersed. Such efforts could also divert management's focus and 
resources from other strategic opportunities during the integration process. The pending merger is subject to approvals of numerous 
governmental agencies and approval of the shareholders of both companies, all of which are discussed in more detail in "Item 1. 
Business - Pending Merger." The approval process could delay consummation of the pending merger, impose conditions that could 
materially impact the combined company, or cause the merger to be abandoned. Both companies will incur significant transaction and 
merger-related integration costs. Additionally, we will be sub.ject to business uncertainties and contractual restrictions while the 
merger is pending which could adversely affect our businesses. Although both companies are taking steps to reduce any adverse 
effects, these uncertainties may impair our ability to attract and retain key personnel until the merger is consummated and for a period 
of time thereafter, and could cause customers, suppliers, and others to seek to change their existing business relationships with us. 

Environnzental Challenges 

Cinergy faces many uncertainties with regad to future environmental legislation and the impact of this legislation on our generating 
assets and our decisions to construct new assets. In March 2005, the Environmental Protection Agency (EPA) finalized two 
rulemakings that will require significant reductions in sulfur dioxide (SOz), nitrogen oxides (NOX), and mercury emissions from 
power plants. Numerous states, environmental organizations, industry groups, including some of which Cinergy is a member, and 
individual companies have challenged various portions of both rules. Additionally, multi-emissions reductions legislation is still bein,~ 
discussed in the Senate. although the outcome of these discussions is still highly uncertain at this time. Presently, greenhouse gas 
(GHG) emissions, which principally consist of carbon dioxide (COZ), are not regulated, and while seve~al legislative proposals have 
been introduced in Congress to reduce utility GHG emissions, none have been passed. Nevertheless, we anticipate a mandatory 
program to reduce GHG emissions will exist in the future. In 2004, Cinergy's utility operating companies began an environmental 
construction program to reduce overall plant regulated ernissions that is estimated to cost approximately $1.8 billiori over five years 
We believe that our construction program optimally balances these uncertainties and provides a level of emission reduction that will 
be required andlor economical to Cinergy under a variety of possible regulatory outcomes. See "Envi~onmental Issues" in "Liquidity 
and Capital Resources" for further information. 

Rising Coal and Einission Allowance Prices 

The prices of coal and SO2 emission allowances increased dramatically in 2004, as compared to 2003, and have continued to increast 
in 2005. Contributing to the increases in coal and SO2 prices have been (1) increases in demand for electricity, (2) high and volatile 
gas prices and limited gas supply, (3) environmental regulation, arid (4) decreases in the number of suppliers of coal from prior years. 
CG&IE7s RSP allows for recovery of fuel and ernission allowance expenses effective January 1, 2005 for retail non-residential 
customers in Ohio and January 1, 2006 fbr residential customers. We continue to recover these costs from PSI retail customers 
through previously established rate recovery mechanisms. ULH&P's rates are frozen through January 1, 2007, the date at which new 
rates are expected to be implemented. To the extent that these increased fuel and SO2 prices are not offset by regulatory recovery or 



increases in tlie market price of power for wholesale transactions, they will negatively impact 



ongoing earnings for Cinergy's utility companies. The impact of these price increases on earnings is discussed in more detail in "2005 
Results of Operations" and "2004 Results of Operations." 

Syntlzetic Fuel 

Cinergy produces synthetic fuel that qualifies for tax credits (through 2007) In accordance with Sectton 29145K of the Internal 
Revenue Code (IRC) if certain requilements are satisfied. Cinergy currently faces two major uncertainties that could impact our 
ability to continue to recognize the previous and/or future credits. The Intelnal Revenue Service (IRS) is currently auditing Cinergy 
lor the 2002, 2003, and 2004 tax years and could challenge Cinergy's c~edits. If the IRS wele to successfully challenge o u ~  cledits, 
this could result in the disallowance of up to all p~eviously cla~med and future Section 29145K tax credits for Cinergy's facilities. We 
believe that we operate in conformity with all the necessary requlrelnents to qualify for tax credits under Section 29145K. 

Section 29145K also provides for a phase-out of the credit based on the average price of crude oil during a calendar year. The 
phase-out is based on a prescribed calculation and definition of crude oil prices. Based on current crude oil prices and the recent 
volatility of such prices, we believe that for 2006 and 2007, the amount of the tax credits could be reduced. If oil prices are high 
enough, we will idle the plants, as the value of the credits would not exceed the net costs to produce the synthetic fuel. Net income 
related to these facilities for the twelve months ended Decernber 31,2005 was approximately $58 million. The net book value of OUI 

plants at December 31, 2005 was app~oximately $47 million. 



MD&A - 2005 RESULTS OF OPERATIONS - CINERGY 

2005 RESUL,TS OF OPERATIONS - CINERGY 

Given the dynamics of our business, which includc regulatory revenues with directly oflsetting expenses and commodity trading 
operations for which results ale primarily repolred on a net basis, we have concluded that a discussion of our ~esults on a gross margin 
basis is most appropriate. Electlic gross ma~gins  represent electric operating revenues less the rclated direct costs ol fuel, emission 
allowances, and putchased power. Gas gross margins represent gas operating revenues less the related direct cost of gas purchased. 
Within each of thcse areas, we will discuss the key drivers of our results. Gross margins for Cinergy for the Regulated Business Unit 
(Regulated) and the Commercial Business Unit (Commercial) for the yeats ended December 31,2005, and 2004 were as follows: 

Cinergv 
Regulated Commercial 

2005 2004 Change % Change 2005 2004 Change % Change 
(in millions) 

Electric gross 
margin(1) $ 1,811 $ 1,662 $ 149 9% $ 725 $ 616 $ 109 18% 

Gas gross margin(2) 263 263 - - 40 92 (52) (57) 

(1) Electric gross margin is calculated as Electric operatiizg revetzues less Fuel, el~~issioi~ allowaizces, aild purchasedpower 
expense from the Statements of Income. 

(2) Gas gross margin is calculated as Gas operatiizg I-eveizues less Gas pui.chased expense from the Statements of Income 

Cooling degree days and heating degree days are metrics commonly used in the utility industry as a measure of the impact weather has 
on results of operations. Cooling degree days and heating degree days in Cinergy's service territory for the ycars ended December 3 1, 
2005. and 2004 were as follows: 

2005 2004 Chanpe % Change 

Cooling degree days(1) 
Heating degree days(2)(3) 

(1) Cooling degree days arc the differences between the average temperature for each day and 65 degrees, assuming the 
average temperature is greater than 65 degrees. 

(2) Heating degree days are the differences between the average temperatme for each day and 59 degrees, assuming the 
average temperature is less than 59  degrees. 

(3) Beginning in January 2005, we modified our heating degree days base temperature from 65 degrces to 59 degrees to 
more accurately reflect current consumer behavior. Prior year amounts have been updated to reflect this change. 

Regulated 

Gross Margins 

The nine percent increase in Regulated's electric gross margins was primarily due to the following factors: 



A $71 million inaease resulting from a higher price received per megawatt hour (MWh), primarily due to PSI'S May 
2004 base retail electric rate increase; 

A $45 million increase resulting from warmer weather, primarily in the third quarter of 2005, as compared to 2004; and 

A $30 million inc~ease due to growth in non-weather related demand. 

These increases were partially offset by a decline of $18 million reflecting rate reductions associated with a property tax adjustment 
for PSI. 



Commercial 

Gross Margins 

The I8 percent increase in Commercial's electric gross margins was primarily due to: 

0 A $46 million increase in margins from power marketing and trading contracts. primarily due to an increase in margins 
within the midwest market. 

Higher retail margins of $37 million reflecting: 

* A $77 million increase in rate tariff ad.justments resulting from implementation of CG&E's RSP in January 
2005 (a portion of the total CG&E RSP rate tariff adjustments is reflected in Regulated gross margins); 

* A $12 million increase resulting from growth in  non-weather related demand, due in part to the return of certain 
CG&E retail customers to full electric service; and 

* A $9 million increase resulting from warmer weather, primarily in  the third quarter of 2005, as compared to 
2004. 

Partially offsetting these increases was a $53 million increase in fuel, emission allowance, and purchased power costs 
attributable to CG&E's fixed price residential customcrs. 

* A $26 million increase in non-retail margins reflecting: 

A $121 million increase resulting from selling emission allowances which were no longer needed to meet our 
non-retail forward power sales commitments. This gain reflects significant increases in prices of SO2 emission 
allowances throughout much of 2004 and 2005. 

A $45  nill lion decrease due to timing differences in revenue recognition between certain components of our 
generation portfolio. Our gross margins reflect $54 million of losses in 2005 and $9 million of losses in 2004 
(representing a $45 million change period to period) as a result of forward purchases of coal and forward sales 
of power and the use of mark-to-market (MTM) accounting. A substanlial portion of these losses is expected 
to reverse in  the first quarter of 2006. 

* A $33 million decrease due to higher fuel prices. 

The 57 percent decrease in Commercial's gas gross margins was primarily due to the following factors: 

A $41 million decline in financial trading margins, primarily from trading results in the second quarter of 2005; and 

A $21 million decrease due to timing differences in revenue recognition between physical storage activities and the 
associated derivative contracts that hedge the physical storage. Our year-to-date gross margins reflect $8 million of 
losses in 2005 and $15 million of gains in 2004 (representing a $23 million change period to period) as a result of 
derivative contracts and the use of MTM accounting. 



Partially oftsetting these decreases was a $15 million increase in physical trading margins, primarily from trading results in the third 
quarter of 2005. 

Other Operating Revelzues and Costs of Fuel Resold 

The 56 percent increasc in Other Opernting Reveizues was primarily due to the following factors: 

A $129 million increase in Commercial's revenues fiom coal originalion resulting from increases in coal prices and tons 
of coal sold; and 

A $64 million increase in Commercial's revenues from the sale of synthetic fuel, primarily reflecting revenues from a 
new facility purchased in the second quarter of 2005. 



Costs offirel ~+esolrl include Commercial's costs of coal origination activities and the production of synthetic fuel. These costs have 
increased in 2005, which is consistent wit11 the increases in the associated revenues as previously discussed. 

The following explanations correspond with the line items on the Statements of Income f o ~  Cinergy. However, only the line items that 
varied significantly from prior periods are discussed. 

Other  Operating Expenses 

Operation and maintenance 
Depreciation 
Taxes other than income taxes 

2005 2004 Chance % Chance 
(in millions) 

Operation and Maiiltena~zce 

The 10 percent increase in Operation and ~nainrenance expense was primarily due to the following factors: 

Increased regulatory asset amortization of $45 million related to CG&E's Regulatory Transition Charge (RTC). This 
increase reflects accelerated recovery of the regulatory asset due to both (a) the cessation of deferrals for non-residential 
customers due to the end of the market development period for those customers at the end of 2004 and (b) a reduction in 
revenues lost from switched customers, which is also recovered through the RTC; 

An increase of $31 million in  costs at our synthetic fuel facilities. primarily related to production costs at a new facility 
purchased in the second quarter of 2005; 

Increased costs of $19 million, primarily associated with the sales of accounts receivable to an unconsolidated affiliate 
primarily due to increased fees charged by the buyer of the receivables and an increase in the volume of receivables sold; 

Expenses of $12 million related to outside selvices costs for the pending Duke-Cinergy merger; and 

Increased labor costs, primarily due to severance payments of $14 million and merger related employee retention 
incentives of $5 million. 

These increases were partially offset by decreased outside service and labor costs totaling $13 million related to our continuous 
improvement initiative in  2004 and decreased employee incentive costs of $6 million. 

Depreciation 

The 12 percent increase in Depreciation expense was primarily due to (a) higher depreciation rates, as a result of changes in useful 
lives of production assets and an increased rate for cost of removal, (b) recovery of deferred depreciation costs, and (c) the addition of 
depreciable plant for pollution control equipment, all of which are recovered from ratepayers. 



Taxes Other Than Zncorne Taxes 

The seven percent increase in Taxe~  other than irzcor~ze taxes was primarily due to a $10 million increase in property taxes, $5 million 
increase in other state taxes, and a $4 million increase in gross receipts tax. 

Equity in Earnings of Unconsolidated Subsidiaries 

The 30 pelcent decrease in Equity it1 Earnings uf Urzcoiisolidated Sl(Osic1inrie~ is primarily due to a gain recognized in 2004 relating to 
the sale 01 most of the assets by a company in which Power Technology and Inlrastructure held an investment interest. 



Miscellaneous Income (Expense) - Net 

The increase in Miscellarieo~~s lr1coi71e (E,tperlse) - Net was primarily due to $56 million in impairment and disposal charges 
recognized in 2004 on certain investments in Power Technology and Infrastructure. 

Income Taxes 

The effective income tax rate decreased for 2005, as co~npared to 2004. The decrease was primarily a result of an increase in tax 
credits associated with the production and sale of synthetic fuel. Cinergy's 2005 effective tax rate is approxi~nately 16 percent. 

Discontinued Operations 

During 2005, Cinergy completed the sale of a wholly-owned subsidiary in the Czech Republic that was engaged in the generation 
and sale of heat and electricity. Cinergy also began taking steps to sell its wholly owned North American energy management and 
energy perforlnance contracting business. Pursuant to Statement of Financial Accounting Standards (SFAS) No. 144, Accourttirzg for 
tlze Inzpniri~lent or Disposal of Lorlg-lived Assets (Statement 144), these investments have been classified as discontinued operations 
in our financial statements. See Note 16 of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary 
Data" for additional information. 



MD&A - 2005 RESULTS OF OPERATIONS - CG&E 

2005 RESULTS OF OPERATIONS - CG&E 

Summary of Results 

Net income for CG&E lor the years ended December 31.2005, and 2004 was as follows: 

CG&E and subsidiaries 
2005 2004 Chance % Cliance 

(in millions) 

Net income 

The increase in net income was primarily due to the following factors: 

Increased non-retail gross margins related to our generation portfolio, including the sale of emission allowances; 

Q Increased rate tariff adjustments resulting from implementation of the RSP in  January 2005; and 

Increased gross margins due to warmer weather, primarily in the third quarter of 2005. as compared to 2004. 

These increases were partially offset by: 

Increased fuel, emission allowance, and purchased power costs attributable to fixed price residential customers; 

Timing differences in revenue recognition between certain components of our generation portfolio; and 

Q Increased Opelntiotz and nzaitztenarzce expense primarily due to regulatory asset amortization, incentive and severance 
labor costs, and costs associated with the sales of accounts receivable. 

Gross Margins 

Gross margins for CG&E for the years ended December 31,2005, and 2004 were as follows: 

CG&E and subsidiaries 
2005 2004 Chance % Chan~e 

(in millions) 

Electric gross margin(]) $ 1,342 $ 1,168 $ 174 15% 
Gas gross margin(2) 266 263 3 1 

(1) Electric gross margin is calculated as Electric operatirzg revenues less Fuel, emissiorz allowances, and 
purchased power expense from the Condensed Consolidated Statements of Income. 



( 2 )  Gas gross margin is calculated as Gas nperatiiig revenues less Gas p~rrchased expense from the Condensed 
Consolidated Statements or Income. 



Cooling degree days and heating degree days in CG&E's service territory for the yeass erided December 3 1,2005, and 2004 were as 
follows: 

CG&E and subsidiaries 
2005 2004 Change % Change 

Cooling degree days(1) 1,327 888 439 49 % 
Heating degrce days(2)(3) 3,678 3,624 54 1 

(1) Cooling degree days are the dif'ferences between the average temperature fbr each day and 65 degrees, assuming 
the average temperature is greater than 65 d ~ ,  -0rees. 

(2) Heating degtec days are the differences between the avelage temperature f o ~  each day and 59 degrees, assumlng 
the average tempetature is less than 59 degrees. 

(3) Beginning in January 2005, we modified our heating degree days base temperature from 65 degrees to 59 
degrees to more accurately reflect current consumer behavior. Prior year amounts have been updated to reflect 
this change. 

Electric Gross Margirls 

The 15 percent increase in CG&E's electric gross margins was primarily due to: 

Higher retail margins of $92 million reflecting: 

A $79 million increase in rate tariff adjustments resulting from implementation of the RSP in January 2005; 

0 A $30 million increase resulting from warmer weather, primarily in the third quarter of 2005, as compared to 
2004; and 

A $24 million increase resulting from growth in non--weather related demand, due in part to the return of certain 
retail customers to full electric service. 

Partially offsetting these increases was a $53 million increase in fuel, emission allowance, and purchased power costs 
attributable to fixed price residential customers. 

0 A $45 million increase in margins from power marketing and trading contracts, primarily due to an increase in margins 
within the midwest market. 

0 A $37 million increase in non-retail margirls reflecting: 

0 A $121 million increase resulting from selling emission allowances which were no longer needed to meet our 
non-retail forward power sales commitments. This gain reflects significant increases in prices of SO2 emission 
allowances throughout much ol: 2004 and 2005. 

A $45 million decrease due to timing differences in revenue recognition between certain components of our 
generation portfolio. Our gross margins reflect $54 million of losses in 2005 and $9 million of losses in 2004 
(representing a $45 million change period to period) as a result of forward purchases of coal and forward sales 



of power and the use of MTM accounting. A substantial portion of these losses is expected to reverse in the first 
quarter of 2006. 

A $33 rnillion decrease due to higher fuel prices. 

Other Operating Revenues and Costs of Fuel Resold 

The increase in Other Ol?eratblg Revenues was due to a $108 inillion increase in  revenues from coal origination resulting from 
increases in coal priccs and tons of coal sold. 

Costs qf.firel resold represents the costs of coal origination activities. These costs have increased in  2005, which is consistent with the 
increase in the associated revenues as previously discussed. 



The following explanations correspond with the line items on the Statements of Income for CG&E. However, only the line items that 
varied significantly from prior periods are discussed. 

Other Operating Expenses 

CG&E and subsidiaries 
2005 2004 Chanpe % Chanee 

(in millions) 

Operation and maintenance 
Depreciation 
Taxes other than income taxes 

Operation and Maintenance 

The 17 percent increase in Operation arzd rnairztenarzce expense was primarily due to the following factors: 

Q Increased regulatory asset amortization of $45 million related to CG&E's RTC. 'This increase reflects accelerated 
recovery of the regulatory asset due to both (a) the cessation of deferrals for non-residential customers due to the end of 
the market development period for those custorners at the end of 2004 and (b) a reduction in revenues lost from switched 
customers, which is also recovered through the RTC; 

Increased labor expenses of $18 million, primarily resulting from employee incentive costs and severance payments; 

Q Increased costs of $14 million, primarily associated with the sales of accounts receivable to an unconsolidated affiliate 
primarily related to increased fees charged by the buyer of the receivables and an increase in the volume of receivables 
sold; and 

Expenses of $6 million related to outside service costs for the pending Duke-Cinergy merger. 

These increases were partially offset by a decrease in outside service costs of $5 million related to our continuous improvement 
initiative in 2004. 

Taxes Other Than Income Taxes 

The eight percent increase in Taxes other than incorne taxes was primarily due to a $7 million increase in property taxes arid a $6 
million increase in gross receipts tax. 

Interest Expense 

The nine percent increase in Interest Expense was primarily due to an increase in average short-term and long-term debt outstanding 
and an increase in interest rates for our variable rate debt. 
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2005 RESULTS OF OPERA'TIONS - PSI 

Summary of Results 

Net income for PSI for the years ended December 31,2005. and 2004 was as follows: 

PSI 
2005 2004 Change % Change 

(in millions) 

Net income 

The increase in net income was primarily due to the impact of PSI'S May 2004 base retail electric rate increase and increased gross margins due to wanner 
weather, primarily in the third quarter of' 2005. as compared to 2004. 

These increases were partially offset by an increase in Depreciatiot~ expense due to increased depreciation rates and the addition of 
depreciable plant. 

Electric Gross Margins 

Gross n~argins for PSI for the years ended December 3 1, 2005, and 2004 were as follows: 

PSI 
2005 2004 Change % Change 

(in millions) 

Electric gross margin(1) 9; 1,209 $ 1,103 $ 106 10% 

(1) Electric gross margin is calculated as Electric opemtbzg revenues less Fuel, enzission allowances, and purchased 
power expense from the Condensed Consolidated Statements of Income. 

Cooling degree days and heating degree days in PSI'S service territory for the years ended December 3 1,2005, and 2004 were as 
follows: 

PSI 
2005 2004 Change % Change 

Cooling degree days(1) 
Heating degree days(2)(3) 

(1) Cooling degree days are the differences between the average temperature for each day and 65 degrees, assuming the 
average temperature is greater than 65 degrees. 



(2) Heating degree days are the differences between the average temperature for each day and 59 degrees, assuming the 
average temperature is less than 59 degrees. 

(3 )  Beginning in January 2005, we modified our heating degree days base temperature from 65 degrees to 59 degrees to 
more accurately reflect curlent consumer behavior. Prior year amounts have been updated to reflect this change. 

The 10 percent increase i n  PSI's electric gross margins was primarily due to the following factors: 

A $71 million increase resulting [rom a higher price received per MWh, primarily due to PSI's May 2004 base retail 
electric rate increase; 

A $24 million incl.ease resulting from warmer weather, primarily in the third quarter of 2005, as compared to 2004; and 

* An $1 8 million increase due to growth in non-weather related demand. 

These increases were partially offset by a decline of $18 million leflecting rate reductions associated with a property tax adjustment 

5 3 



The tollowing explanations correspond with the line items on the Statements of Income for PSI. However, only the line items that 
varied significantly from prior periods are discussed. 

Other Operating Expenses 

PSI 
2005 2004 Change % Change 

(in millions) 

Operation arid tnaintenarice 
Depreciation 
'Taxes other than income taxes 

Operation and Maintenatzce 

'The one percent increase in Operation artd ri~airttenartce expense was primarily due LO various increases in operating costs and 
increased distribution system maintenance costs. Operating costs increased due to increased costs associated with the sales of accounts 
receivables to an unconsolidated affiliate and increased outside service costs. 'These increases were offset by a decrease in labor 
expense, primarily resulting from employee incentive costs, which were partially offset by merger and severance costs. 

Depreciation 

'The 20 percent increase in Depreciatiorl expense was primarily due to (a) higher depreciation rates, as a result of changes in useful 
lives of production assets and an increased rate for cost of removal, (b) recovery of deferred depreciation costs, and (c) the addition of 
depreciable plant for pollution control equipment, all of which are recovered from ratepayers. 

Miscellaneous Income - Net 

The increase in Miscellarzeous lrzcor7ze -Net was primarily due to an increase in interest income on restricted deposits and an increase 
in the rate for allowance for funds used during construction. 

Interest Expense 

The 20 percent increase in Interest Expense was primarily due to an increase in average long-term debt outstanding and an increase in 
interest rates for our variable rate debt. This expense was partially offset by interest income received on restricted deposits obtained 
through these incremental borrowings, which was recorded in Miscellaneous Inconze -Net associated with the additional debt 
outstanding. 



MD&A - 2005 RESULTS OF OPERATIONS - ULH&P 

2005 RESULTS OF OPERATIONS - IJL,H&P 

Summary of Results 

The Results of Operations discussion for ULH&P is presented only for the year ended December 31,2005, in accordance with 
General Instruction 1(2)(a). 

Electric and gas gross margins and net income for ULH&P for the years ended December 31, 2005, and 2004 were as follows: 

ULH&P 
2005 2004 Change % Change 

(in millions) 

Electric gross margin(1) $ 72 $ 68 $ 4 6% 
Gas gross margin(2) 48 45 7 7 
Net income 15 19 (4) (21) 

( 1 )  Electric gross margin is calculated as Electric operating reveriues less Electricity purclzasedfi-or~i palarlt con~parz)~ 
for resale expense from the Statements of Income. 

(2) Gas gross margin is calculated as Gas opemtiilg revenues less Gas p~rrchased expense from the Statements of 
Income. 

The six percent increase in electric gross margins was primarily due to increased demand caused by warmer weather in the third 
quarter of 2005, as compared to 2004. The seven percent increase in gas gross margins was primarily due to a base rate increase 
implemented in October 2005. Also contributing to gas gross margins was an increase in rate tariff adjustments associated with the gas 
main replacement program and the demand-side management program, which encourages efficient customer gas usage. 

The 21 percent decrease in net income was partially due to higher Opemtiorz and r~iair~terzarice costs associated with various increases 
in operating expenses including the transmission of electricity and increased costs associated with sales of accounts receivables to an 
unconsolidated affiliate. Also contributing to the decrease in net income were increased property taxes. There were also increases in  
Interest Eapeizse related to an increase in average long-term debt outstanding. These decreases were partially offset by the increases in 
electric and gas gross margins as previously discussed. 



MD&A - 2004 RESULTS OF OPERATIONS - CINERGY 

2004 RESULTS OF OPERATIONS - CINERGY 

Given the dynamics 01 our business, which include regulatory revenues with directly offsetting expenses and commodity trading 
operations for which results are primarily reported on a net basis, we have concluded that a discussion of our results on a gross margin 
basis is most appropriate. Electric gross margins sepresent electric operating revenues less the related direct costs of fuel, emission 
allowances, and purchased power. Gas gross margins represent gas operating revenues less the related direct cost of gas purchased. 
Within each of'these areas, we will discuss the key drivers of our results. Gross margins fbr Cinergy for Regulated and Commercial 
for the years ended December 31, 2004, and 2003 were as follows: 

2004 2003 Change % Change 2004 2003 Change % Chanae 
(in millions) 

Electric gross 
margin(1) !$ 1,662 $ 1,503 $ 159 l l % $  616 $ 667 $ (51) (8)% 

Gas gross margin(2) 263 244 19 8 92 8 8 4 5 

(1) Electric gross margin is calculated as Electric operating revenues less Fuel, er~zission allowarzces, arzd purchased 
potver expense from the Statements of Income. 

(2) Gas gross margin is calculated as Gas operating revenues less Gas purchased expense from the Statements of 
Income. 

Cooling degree days and heating degree days are metrics commonly used in the utility industry as a measure of the impact weather has 
on results of operations. Cooling degree days and heating degree days in Cinergy's service territory for the years ended December 31, 
2004, and 2003 were as follows: 

2004 2003 Change % Change 

Cooling degree days(1) 888 880 8 1% 
Heating degree days(2)(3) 3,740 3,990 (250) (6) 

(1) Cooling degree days are the differences between the average temperature for each day and 65 degrees, assuming the 
average temperature is greater than 65 degrees. 

(2) Heating degree days are the differences between the average temperature for each day and 59 degrees, assuming the 
average temperature is less than 59 degrees. 

(3) Beginning in January 2005, we modified our heating degree days base temperature from 65 degrees to 59 degrees to 
more accurately reflect current consumer behavior. Prior year amounts have been updated to reflect this change. 

The change in cooling degree days and heating degree days did not have a material effect on Cinergy's gross margins for the year 
ended December 3 1,2004, as compared to 2003. 

Regulated I 



Gross Margi~ts 

The 1 1  pcrcent increase in Regulated's electric gross margins was primarily due to the following factors: 

* An $80 million increase resulting from a higher pricc received pel MWh duc to PSI'S basc retail electric rate increase in 
May 2004; and 

A $32 million increase due to growth in non-weather rclatcd demand. 

The eight percent increase in Regulated's gas gross margins was primarily due to a $16 million increase in tarifl adjustments mainly 
associated with the gas main replacement program. Partially offsetting this incrcase was a $7 million decrease reflecting a decline in 
non-weather related demand. 



Commercial 

Gross Margins 

Thc cight percent decrease in Commercial's electric gross margins was primarily due to the following factors: 

A $51 million increase in CG&E's average price of fuel without a matching increase in the price of power charged to 
customers (the majority of which were under fixcd price contracts); and 

0 A $62 million increase in emission allowance costs, primarily due to incieases in SO? emission allowance market prices, 
without a matching increase in the price of powel charged to customers. The number of SO? emission allowances used 
also increased in 2004. 

Partially offsetting these decreases were: 

A $24 million increase in gross margins on power marketing, trading, and origination contracts attributable to higher 
margins on physical and financial trading, primarily related to regional spreads between the mideast and midwest 
markets: and 

0 A $15 million increase due to growth in non-weather related demand. 

Other Operating Revenues arzd Costs of Fuel Resold 

'The 45 percent increase in Other Operatirzg Reverlues was primarily due to the following factors: 

A $67 million increase in Commercial's revenues from coal origination resulting from increases in coal prices and the 
number of coal origination contracts; and 

A $28 million increase in Commercial's revenues from the sale of synthetic fuel. 

Costs offiiel r.esold includes Commercial's costs of coal origination activities and the production of synthetic fuel. These costs have 
increased in 2004, which is consistent with the increases in the associated revenues as previously discussed. 

'The following explanations correspond with the line items on the Statements of Income for Cinergy. However, only the line items that 
varied significantly from prior periods are discussed. 

Other Operating Expenses 

Cinergy 
2004 2003 Change % Change 



(in millions) 

Operation and maintenance $ 1,231 9; 1,080 9; 151 14 % 
Depreciation 454 393 6 1 16 
Taxes other than incomc taxes 254 250 4 2 

The I4 percent incrcasc in Olzlntior~ arzd I ~ ~ C ~ ~ I ~ ~ E I I N I I C E  expense was primarily due to the following factors: 

* Costs primarily associated with employce labor and benefits increased $50 million. Labor and benefit costs increased 
approximately six percent; 

* Maintenance expenses, primarily production related, were higher by $26 million; 

* Costs of $20 million incurred in  2004 rclated to a continuous improvement initiative; 

Higher transmission costs of $15 million. This increase was due, in part. to refunds received in 2003, which oflset a 
portion of the costs for that year; and 



A $14 million increase in  operation expenses for non-regulated service subsidiaries that started opcrations, or became 
fully consolidated, after the second quarter of 2003. 

These increases were partially offset by: 

* The recognition 01 $14 million of costs associated with voluntary ea~ly rctircmcnt ploglams and employee severance 
PI ograms i n  2003; and 

0 Costs of$12 million incurred in 2003 associated with the bankruptcy of Enron Corp. 

The 16 percent increase in Deprecintiorl expense was primarily due to the following factors: 

* A $36 million increase due to the addition of depreciable plant, primarily for pollution control equipment, and the 
accelerated gas main replacement program; and 

A $27 million increase resulting from (a) higher depreciation rates, as a result of changes in useful lives of production. 
assets and an increased rate for cost of removal and (b) recovery of delerred depreciation costs, both of which were 
approved in PSI'S latest retail rate case. 

These increases were partially offset by $15 million due to longer estimated useful lives of CG&E's generation assets resulting from a 
depreciation study completed during the third quarter of 2003. 

Equity in Earnings of Unconsolidated Subsidiaries 

The increase in Equity in Earrzirzgs of Urlcorzsolidated Subsidiaries was primarily due to a gain of $21 million relating to the sale of 
most of the assets by a company in which Power Technology and Infrastructure holds an investment. See Note 17(b) of the "Notes to 
Financial Statements" in "Item 8. Financial Statements and Supplementary Data" for further information. 

Miscellaneous Income (Expense) - Net 

The decrease in Miscellarleous Itzcome (Expense) - Net was primarily due to the recognition oI $56 million in impairment and disposal 
charges in 2004 primarily associated with certain investments in the Power Technology and Infrastructure portfolio. The values of 
these investments reflect our estimates and judgments about the future performance of these investments, for which actual results may 
differ. A substantial portion of these charges relate to a company, in which Cinergy holds a non-controlling interest that sold its 
major assets in 2004. This company is involved in the development and sale of outage management software. 

This decrease was partially offset by interest income of $9 million on the notes receivable of two subsidiaries consolidated in the third 
quarter of 2003. 



Interest Expense 

The two percent increase in lilterest E~peizse was primarily due to the following factors: 

A $12 inillion increase due to Cinergy's recognition of a note payable to a trust; and 

A $9 lnillion increase related to additional debt recorded in accordance with the consolidation of two new entities 

The note payable and additional debt were both recorded in July 2003 resulting f ~ o m  the adoption olFinancial Accounting Standards 
Board (FASB) Interpretation No. 46, Con.roliclatioiz of Variable Inreresr Etztities (Interpretation 46). 



These increases were partially offset by: 

A decline in  average long-term debt; and 

Charges recorded during 2003 associated with CG&E's refinancing of certain debt. 

Preferred Dividend Requirement of Subsidiary Trust 

The decrease in Prefert.ecl Diviclelerld Requiretnent ofSubsidiaty Trust was a result of the implementation of Iriterpretatiori 46. Efrective July 1,2003. 
the preferred trust securities and the related dividends are no longel ~.eported in Cinergy's financial statements. However, intercst expense is still being incurred 
on a note payable to this trust as previously discussed. 

Income Taxes 

Cinergy's 2004 effective tax rate was approximately 21 percent, a decrease of four percent from 2003, resulting from a greater 
amount of tax credits associated with the production and sale of synthetic fuel and the successful resolution of certain tax matters. 

Discontinued Operations 

During 2003, Cinergy completed the disposal of its gas distribution operation in South Africa, sold its remaining wind assets in the 
United States, and substantially sold or liquidated the assets of its energy trading operation in the Czech Republic. The 2004 and 2003 
Discontinued Operatiotts have been restated for 2005 discontinued operations, as previously discussed in "MD&A - 2005 Results of 
Operations - Cinergy". Pursuant to Statement 144, these investments have been classified as discontinued operations in our financial 
statements. See Note 16 of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data" for 
additional information. 

Cumulative Effect of Changes in Accounting Principles 

In 2003, Cinergy recognized a Cut~tulative effect of changes in accourttitzg principles, net of tax gain of $26 million. The cumulative 
effect of changes in accounting principles was a result of the adoption of SFAS No. 143, Accounting for Asset Retirement Obligatiotls 
(Statement 143) and the rescission of Emerging Issues Task Force Issue 98-10, Accounting for Cotttracts Itzvolved in Energy Trading 
attd Risk Manngernettt Activities (EITF 98-10). See Note I(s)(iv) of the "Notes to Financial Statements" in "Item 8. Financial 
Statements and Supplementary Data" for further information. 
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2004 RESULTS OF OPERATIONS - CG&E 

Summary of Results 

Net income for CG&E for thc years endcd December 31,2004, and 2003 were as follows: 

CG&E and subsidiaries 

2004 2003 CI~ange % Change 
(in millions) 

Net income 

The decrease in net income was primarily due to the following factors: 

Higher operating costs due, in part, to increases in costs for employee labor and benefits; 

* L,ower margins from the sale of electricity primarily due to higher fuel and emission allowance costs; and 

* A net gain recognized in 2003 resulting from the implementation of certain accounting changes. 

These decreases were partially offset by: 

* Growth in non-weather related demand for electricity; and 

An increase in gross margins on power marketing, trading, and origination contracts 

Gross Margins 

Gross margins for CG&E for the years ended December 3 1,2004, and 2003 were as follows: 

CG&E and subsidiaries 
2004 2003 Change % Cl~ange 

(in millions) 

Electric gross margin(1) $ 1,168 $ 1,195 $ (27) (2)% 
Gas gross margin(2) 263 245 18 7 

(1) Electric gross margin is calculated as Electric operating revenues less Fuel, e171issiorz allo+vances, artd purclzased 
power expense from the Statements of Income. 

(2) Gas gross margin is calculated as Gas operating revei7ues less Gas purchased expense from the Statements of 



Income. 

Cooling degree days and heating degree days in  CG&E's service territory for the years ended December 31,2004, and 2003 were as 
~ O ~ ~ O W S :  

CG&E and subsidiaries 

2004 2003 Change % Change 

Cooling degree days(1) 888 812 76 9 %  
Heating dcgrec days(2) (3) 3,624 3,817 (193 ) (5 

(1) Cooling degree days are the differences between the average temperature for each day and 65 dcgrees, assuming the 
average temperature is greater than 65 degrees. 

(2) Heating degree days are the differences between the average temperature for each day and 59 degrees, assuming the 
average temperature is less than 59 d ~ ,  -urees. 

(3) Beginning in January 2005, we modified our healing degree days base temperature from 65 degrees to 59 degrees to 
more accurately reflect current consumer behavior. Prior year amounts have been updated to reflect this change. 

The change in cooling degree days and heating degree days did not have a material effect on CG&E's gross margins for the period. 



Electric Gross Margins 

The two percent decrease in CG&E's electric gross margins was primarily due to the following factors: 

* A $51 million increase in the average price of luel without a matching increase in the price of power charged to 
customers (the majority of which were under fixed price contracts); and 

* A $32 million increase in emission allowance costs, primarily due to an increase in SO2 emission allowance market 
prices, without a matching increase in the price of power charged to customers. 

These decreases were partially offset by: 

0 A $3 1  nill lion inc~ease in margins from retail customers due to growth in non-weather related demand; and 

* A $29 million increase in gross margins on power marketing, trading, and origination contracts attributable to higher 
margins on physical and financial trading, primarily related to regional spreads between the mideast and midwest 
markets. 

Gas Gross Margins 

The seven percent increase in CG&E's gas gross margins was primarily due to a $16 million increase in tariff adjustments mainly 
associated with the gas main replacement program. Partially offsetting this increase was a $7 million decrease reflecting a decline in 
non-weather related demand. 

Other Operating Revenues and Costs of Fuel Resold 

The increase in Otlzer Operntirzg Reveizues was due to a $67 million increase in revenues from coal origination resulting from 
increases in coal prices and the number of coal origination contracts. 

Costs of.fitel resold represents the costs of coal origination activities. These costs have increased in 2004, which is consistent with the 
increase in the associated revenues as previously discussed. 

The following explanations correspond with the line items on the Statements of Income for CG&E. However, only the line items that 
varied significantly from prior pcriods are discussed. 

Other Operating Expenses 

CG&E and subsidiaries 
2004 2003 Change % Change 

(in millions) 



Operation and maintenance 
Dep~,eciation 
Taxes other than income taxes 

Operatioil and Mainteizatzce 

The 19 percent increase in Opet-~ztiotl aild maintenunce expense was primarily due to the following factors: 

Costs primarily associated with employee labor and bcnefils increased $28 million: 

* Maintenance expenses, primbily production and distribulion related, were higher by $21 million; 

A $9 million of costs incurred in 2004 related to a continuous improvernent initiative; and 

Higher transmission costs of $9 million. This increase was due, in part, to refunds received in 2003, which offset a 
portion of the costs for that year. 

Partially offsetting these increases was the recognition of $4 million of costs associated with voluntary early retirement programs and 
employee severance prograrns in 2003. 



Depreciatiorz 

The four percent decrease in Depr-eciation expense was primarily due to longer estimated useful lives of CG&E's generation assets 
resulting from a depreciation study completed during the third quarter of2003, which resulted in a decrease of $15 million. This 
decrease was partially offset by an $8 million increase due to the addition of depreciable plant primarily for pollution control 
equipment and the accelerated gas main replacement program. 

Miscellaneous Income - Net 

The 47 percent decrease in Mi.scellar1eous lrzcor7le - Net was primarily due to the following Sactors: 

A final reconciliation recorded in 2003 between CG&E and PSI due to a previous demutualization of a medical 
insurance carrier used by both companies; and 

A decline in the allowance for equity funds used during construction resulting from certain assets being placed into 
service and a decrease in the equity rate applied. 

Interest Expense 

The 21 percent decrease in Ititerest Experlse was primarily due to a decline in average long-term debt and charges recorded during 
2003 associated with the refinancing of certain debt. 

Cumulative Effect of Changes in Accounting Principles 

In 2003, CG&E recognized a Cu171ulative effect ofchar~ges irz acco~~rztir~g prirzciples, tzet of tax gain of approximately $31 million as a 
result of the adoption of Statement 143 and the rescission of EITF 98-10. See Note l(s)(iv) of the "Notes to Financial Statements" in 
"Item 8. Financial Statements and Supplementary Data" for further information. 



MD&A 2004 RESULTS OF OPERATIONS -. PSI 

2004 RESULTS OF OPERATIONS - PSI 

Summary of Results 

Net income for PSI for the years ended December 31, 2004, and 2003 were as follows: 

PSI 
2004 2003 Change % Change 

(in millions) 

Net income 

The increase in net income was primarily due to the impact of the PSI base retail elect1.i~ rate increase in May 2004 and growth in 
non-weather related demand. 

These increases were partially offset by higher operating costs due, in part, to increases in costs for employee labor and benefits. 

Electric Gross Margins 

Cross margins for PSI for the years ended December 3 1,2004, and 2003 were as follows: 

PSI 
2004 2003 Change % Change 

(in millions) 

Electric gross margin(]) 9; 1,103 $ 973 $ 130 13 5% 

(1) Electric gross margin is calculated as Electric operatirzg revenues less Fuel, ernissioiz allowaizces, and purchased 
power expense from the Statements of Income. 

Cooling degree days and heating degree days in PSI'S service tet~itory for the years ended December 31,2004, and 2003 were as 
follows: 

PSI 
2004 2003 Change % Change 

Cooling degree days(1) 888 947 (59 ) (6 )% 
Heating degree days(2) (3) 3,856 4,162 (306 (7 ) 

- 

(1) Cooling degree days are the differences between the average temperature for each day and 65 degrees, assuming the 
average temperature is greater than 65 degrees. 



(2) Heating degree days are the differences between the average temperature for each day and 59 degrees. assuming the 
average temperature is less than 59 dc, 'orees. 

(3) Beginning in  January 2005. we modified our heating degree days base temperature from 65 degrees to 59 degrees to 
more accurately reflect current consumer behavior. Prior year amounts have been updated to reflect this change. 

The change in  degree days did not have a material efl'ect on electric gross margins for the period. The 13 percent increase in PSI's 
electric gross margins was primalily clue to the f.ollowing factors: 

* An $80 million increase resulting from a higher price received per MWh due to PSI's base retail electric rate increase i n  
May 2004; and 

A $16 million increase due to growth in  non-weather rclated demand. 



The following explanations cot~cspond with the line items on the Statements of Income for PSI. However, only the line items that 
varied significantly from prior pcriods are discussed. 

Other Operating Expenses 

PSI 
2004 2003 Change % Change 

(in millions) 

Operation and maintenance 
Depreciation 
Taxes other than income taxes 

Operatiorz arzd Maintetzarzce 

The six percent increase in Operation and nlairlterlarlce expense was primarily due to the following factors: 

Costs primarily associated with employee labor and benefits increased $14 million; 

Costs of $8 million incurred in 2004 related to a continuous improvement initiative; 

Q An increase in production related maintenance expense of $7 million; and 

Higher transmission costs of $6 million. This increase was due, in part, to refunds received in 2003, which offset a 
portion of the costs for that year. 

Partially offsetting these increases was the recognition of $4 million of costs associated with voluntary early retirement programs and 
employee severance programs in 2003. 

Depreciation 

The 35 percent increase in Depreciation expense was primarily due to the following factors: 

Q A $27 million increase due to the addition of depreciable plant primarily for pollution control equipment; and 

Q A $27 million increase resulting from (a) higher depreciation rates, as a result of changes in useful lives of production 
assets and an increased rate for cost of removal and (b) recovery of deferred depreciation costs, both of which were 
approved in PSI'S latest retail rate case. 

Interest Expense 



The seven perccnt increase in Iizterest Experlse was primarily due to an increase in the eKcctive interest rate on short-term debt and an 
increase in thc average amount of short-tcrm debt outstanding. 



MD&A - LIQUIDITY AND CAPITAL RESOURCES 

LIQUIDITY AND CAPITAL RESOURCES 

Historical Cash Flow Analysis From Continuing Operations 

Operatitzg Activities frot~z Contitzuing Operations 

For the years ended December 31, 2005, 2004, and 2003, o u ~  cash flows from operating activities from continuing operations were as 
follows: 

Net Cash Provided by Operating Activities from Continuing Operations 

Cinergy(1) 
CG&E and subsidiaries 
PSI 
ULH&P 

2005 2004 2003 
(in thousands) 

$ 667,905 $ 822,607 $ 930,560 
719,054 445,62 1 557,761 
105,488 483,463 246,735 
44,257 45,381 33,061 

(1)  The results of Cinergy also include amounts related to non-registrants. 

The tariff-based gross margins of our utility operating companies continue to be the principal source of cash from operating activities. 
The diversified retail customer n~ix of residential, commercial, and industrial classes and a commodity mix of gas and electric services 
provide a reasonably predictable gross cash flow. 

For the year ended December 31, 2005, Cinergy's and PSI's decrease in net cash provided by operating activities was primarily due 
to unfavorable working capital fluctuations, including the build up of fuel and emission allowances inventory. Cinergy's and PSI's 
decrease was also attributable to increased expenditures associated with fuel and purchased power that have not yet been expensed, 
until recovered from ratepayers. CG&E's increase in net cash provided by operating activities was due to favorable working capital 
fluctuations, including increased net cash received as collateral associated with power transactions. ULH&P's net cash provided by 
operating activities was comparable to 2004. 

For the year ended December 31,2004, Cinergy's and CG&E's decrease in net cash provided by operating activities was p~imarily 
due to unfavorable working capital fluctuations, including the build up of fuel and en~ission allowances inventory. PSI's increase was 
due to an increase in earnings (after adjusting for non-cash items) and a difference in the timing of payables and income tax 
payments. ULH&P's increase in net cash provided by operating activities was attributable to favorable working capital fluctuations. 

Firzarzcirzg Activities from Corztinuirzg Operatiorzs 

For the years ended December 31,2005,2004, and 2003, our cash flows from financing activities from continuing operations were as 
fbllows: 



Cinergy(1) 
CG&E and subsidiaries 
PSI 
UL,H&P 

Net Cash Provided by (Used in) Financing Activities from Continuing Operations 

2005 2004 2003 
(in thousands) 

(1 )  The results of Cinergy also include amounts related to non-registrants. 

For the yeas ended December 31, 2005, Cinergy's increase in net cash provided by financing activities was primarily attributable to 
the increased issuance of long-term debt and common stock and the decrease in redemptions of long-term debt in 2005. CG&E's 
increase in net cash used in financing activities was primarily due to the repayment of short-term debt. PSI'S increase in net cash 
provided by financing activities was attributable to 



the issuance of long-term debt and capital contributions received from Cinergy Corp. ULH&P's decrease in  net cash used in 
financing activities was duc to an increase in short-term debt. 

For the year ended December 31, 2004, CG&E's dec~ease in net cash used in financing activities was primarily due to a decrease in 
redemptions of long-term debt. PSI's increase in  net cash used in financing activities was attributable to the repayment of short-term 
debt in 2004 and capital contributions from Cinergy Corp. that were made in 2003. ULH&P's increase in nct cash uscd in  financing 
activities was due to an increase in dividends on common stock. Cinergy's net cash used in financing activities in 2004 was 
comparable to 2003. 

I~zvestirzg Activities @on2 Conti~urirzg Operatiorzs 

For the years ended December 31,2005,2004. and 2003, our cash flows uscd in investing activities fiom continuing operations were 
as follows: 

Net Cash Used in Investing Activities from Continuing Operations 

2005 2004 2003 
(in thousands) 

Cinergy(1) $ (863,581) $ (597,513) $ (730,139) 
CG&E and subsidiaries (396,739) (284,527) (323,959) 
PSI (507,056) (315,093) (332,247) 
ULH&P (47,144) (33,857) (39,940) 

(1) The results of Cinergy also include amounts related to non-registrants. 

For the year ended December 31, 2005, Cinergy's, CG&E's, and PSI's increase in net cash used in investing activities was primarily 
due to increases in capital expenditures for ongoing environmental compliance programs and normal construction activity. Cinergy's 
and PSI's increase was also attributable to the acquisition of the Wheatland generating facility in May 2005. ULH&P's increase in 
net cash used in investing activities was primarily due to increased capital expenditures related to normal construction activity. 

For the year ended December 31,2004, Cinergy's decrease in net cash used in investing activities was primarily due to decreases in 
capital expenditures related to energy-related investments. CG&E's decrease in net cash used in investing activities was primarily 
due to a decrease in capital expenditures for ongoing environmental compliance programs and normal construction activity. PSI's and 
ULH&P's net cash used in investing activities in 2004 was comparable to 2003. 

Capital Requirements 

Environmental Issues 

Environnzerztal Protection Agerzcy Regulatiorls 

In March 2005, the EPA issued the Clear1 Air Interstate Rule (CAIR) which would require states to revise their State Implementation 
Plan (SIP) by September 2006 to address alleged contributions to downwind non-attainment with the revised National Ambient Air 



Quality Standards for ozone and fine particulate matter. The rule established a two-phase, regional cap and trade program for SO2 and 
NOX, affecting 28 states, including Ohio, Indiana. and Kentucky, and requires SO2 and NOx e~nissions to be cut 70 percent and 65 
percent, respectively, by 2015. At the same time, the EPA issued the Clean Air Mercury Rule (CAMR) which requires national 
reductions in mercury emissions from coal-fired power plants beginning in 2010. Accompanying the CAMR publication in the 
Federal Register was thc EPA's determination that it was not appropriate and necessary to regulate mercury e~nissions l'rom utilities 
under Section 112 of the Clean Air Act (CAA), requiring ~naximum achievable control technology, so that it would bc possible to 
regulate those elnissions under Section 1 I I of the CAA with the CAMR. The final regulation also adopts a two-phase cap and trade 
approach that requires mcrcury e~nissions to be cut by 70 percent by 2018. SIPS must comply with the prescribed reduction levels 
under CAIR and CAMR; however. the states have the ability to introduce more stringent requirements i l  desired. Unde~ both CAIR 
and CAMR, companies have llexible 



compliance options including installation of pollution contlols on large plants where such controls are particularly efficient and 
utilization of emission allowances for smaller plants where controls are not cost effective. 

In August 2005, the EPA proposed a Federal Ilnplementation Plan (FIP), which would implement phase 1 of CAIR by 2009 and 2010 
for NOx and SO2, respectively, for any state that does not develop a CAIR SIP in  a timely manner. Numerous states, environmental 
organizations, industry groups, including some of' which Cinergy is a member, and individual companies have challenged various 
portions of both rules. Those challenges are currently pending in  the Federal Circuit Court for the District of Columbia. On October 
21,2005, the EPA agreed to reconsider certain aspects of the CAMR as well as the determination not to regulate mercury under 
Section 112 of' the CAA. In December 2005 and again i n  January 2006, the EPA reconsidered portions of the CAIR, but did not 
propose any regulatory changes. At this time we cannot predict the outcome of these matters. 

Over the 2006-201 0 time period, we expect to spend approximately $1.4 billion to reduce mercury, SOz, and NOx emissions. 'These 
projected expenditures include estimated costs to comply at plants that we own but do not operate and could change when taking into 
consideration compliance plans o l  co-owners or operators involved. Moreover, as market conditions change, additional compliance 
options may become available and our plans will be adjusted accordingly. Approximately 53 percent of these estimated environmental 
costs would be incurred at PSI'S coal-fired plants, for which recovery would be pursued in accordance with regulatory statutes 
governing environmental cost recovery. See (b)(ii) for more details. CG&E receives partial recovery of depreciation and financing 
costs related to environmental compliance projects for 2005-2008 through its RSP. See (b)(iii) for more details. 

The EPA made final state non-attainment area designations to implement the revised ozone standard and to implement the new fine 
particulate standard in June 2004 and April 2005, respectively. Several counties in which we operate have been designated as being in 
non-attainment with the new ozone standard and/or tine particulate standard. States with counties that are designated as being in 
non-attainment with the new ozone and/or fine particulate standards are required to develop a plan of compliance by June 2007 and 
April 2008, respectively. Industrial sources in or near those counties are potentially subject to requirements for installation of 
additional pollution controls. In March 2005, various states, local governments, environmental groups, and industry groups, includinp 
some of which Cinergy is a member, filed petitions for review in the United States Court of Appeals for the D.C. Circuit to challeng 
the EPA's particulate matter non-attainment designations. Although the EPA has attempted to structure CAIR to resolve purported 
utility contributions to ozone and fine particulate non-attainment, at this time, Cinergy cannot predict the effect of current or future 
non-attainment designations on its financial position or results of operations. 

Erzergy Policy Act of 2005 

A comprehensive energy bill (the Energy Policy Act of 2005) passed Congress in July 2005 and was signed by President Bush on 
August 8, 2005. The bill, among other things: 

Repealed the Public Utility Holding Company Act of 1935 (PUHCA 1935) and enacted the Public Utility Holding 
Company Act of 2005 (PUHCA 2005) effective six months after the bill's enactment (i.e., February 8, 2006); 

Amended certain provisions of the Federal Power Act, including new provisions related to consumer protection and 
enforcement and an expansion of the Federal Energy Regulatory Commission's (FERC) authority to impose civil and 
criminal penalties for, among other things, reliability infractions and power trading irregularities; 

Revised the Public Utility Regulatory Policies Act of 1978, including the removal of restrictions on ownership by electric 
utilities of qualifying facilities and the removal of the utility's requirement to purchase power from facilities under 
certain circumstances: 

Provided FERC with expanded authority in the electric industry to review mergers, acquisitions and asset dispositions, 
effective six months after the bill's enactment; 

Provided FERC with authority to oversee and enforce, through the creation of a new Electric Reliability Organization, 
reliability standards, and promotes rules that provide incentives to enhance transmission facilities; 



Included tax incentives for the development of wind and other renewable technologies; 



* Iricluded tax incentives for integrated coal gasification combined cycle (IGCC) facilities; and 

Accelerated the tax depreciation rates for pollution control equipment on power plants built after 1975. 

Under terms of the Energy Policy Act of 2005, Cinergy's pending merger with Duke is grandfathered under existing FERC authority. 
In addition, the bill authorized a significant number of programs and grants that may be of help in, among other things, lowering the 
cost of adding IGCC facilities and furthering carbon sequestration activities. However, those authorizations must be appropriated by 
Congress in 2006. It is too early to determine if any of the programs will be appropriated dollars in order to carry them out, or if 
Cinergy will be a direct beneficiary of those programs. As noted, the Energy Policy Act of 2005, among other provisions, repealed the 
PUHCA 1935 and replaced i t  with the PUHCA 2005, effective February 8,2006. See "FERC Public Utility Holding Company Act of 
2005" in  "MD&A Future ExpectationsITrends" for additional information on the PUHCA 2005. At this time, it is too early to predict 
the overall impact the Energy Policy Act of 2005 will have on our financial position or results of operations. 

We are currently involved in the following lawsuits which are discussed in more detail in "Item 3. Legal Proceedings." An 
unfavorable outcome of any of these lawsuits could have a material impact on our liquidity and capital resources. 

Clean Air Act Lawsuit 

Carbon Dioxide Lawsuit 

Selective Catalytic Reduction Units at Gibson Generating Station 

Zimmer Generating Station Lawsuit 

Manufactured Gas Plant Sites 

* Asbestos Claims Litigation 

Capital and Investment Experzditlires 

Actual construction and other co~r~mitted expenditures for 2005 and forecasted construction and other comn~itted expenditures for 
2006 and for the five-year period 2006-2010 (in nominal dollars) are presented in the table below: 

Capital and Investment Expenditures 

Actual Forecasted 
2005 2006 2006-2010 

(in millions) 

Cinergy(1) $ 1,158 $ 1,377 $ 5,539 
CG&E and subsidiaries 434 660 2,482 
PSI 634 657 2,872 
ULH&P 47 67 292 

(1) The results of Cinergy also include amounts related to non-registrants. 



In 2005, we spent $462 million for NOx and other environmental compliance projects. Forecasted expenditures for environmental 
compliance projects (in nominal dollars) are approximately $679 million Tor 2006 and $1.5 billion for the 2006-2010 pc~iod.  The 
majority 01 this forecast includes our estimate of the total cost to co~nply with regulations requiring reductions in mercury, NOX. and 
SO? emissions. assuming a cap and trade approach to mercury emissions Approximately 60 pelcent of thcse estimated environrncntal 
costs would be incurred at PSI'S regulated coal-fired plants. See "Environmental Issues" for further discussion. 



Contractual Cash Obligatio~ts 

The following table presents Cinergy7s, CG&E7s, PS17s. and ULH&P7s significant cont~actual cash obligations: 

Contractual Cash Obligations(1) 

CinergyQ) 
Capital leases 
Operating leases 
Long-term debt(3) 
Fuel purchase contracts(4) 

Pavments Due 
2006 2007 2008 2009 2010 Thereafter Total 

(in millions) 

Other commodity purchase contracts(5) -- 13 8 5 3 2 35 4 -  
Total Cinergy $ 1.171 $ 1,476 $ 878 $ 344 $ 43 $ 2.927 $ 6.839 

CG&E and subsidiaries 
Capital leases $ 5 $ 5 $ 6 $ 7 $ 6 $ 1 9 $  48 
Operating leases 9 7 6 4 3 4 33 
Long-term debt(3) - 100 120 20 - 1,390 1,630 
Fuel purchase contracts(4) 368 359 183 40 -, - 950 
Other commodity purchase contracts(5) 1 - - - 2 - 

Total CG&E and subsidiaries $ 383 $ 471 $ 316 $ 7 $ 9 $ 1.413 $ 2.663 

PSI 
Capital leases 
Operating leases 
Long-term debt(3) 
Fuel purchase contracts(4) 

Total PSI 

ULH&P 
Capital leases 
Long-term debt(3) 
Fuel purchase contracts(4) 

Total ULH&P 

(1) Excludes notes payable and other short-term obligations. 

(2) Includes amounts related to non-registrants. 

(3) Amounts do not include interest payments. See the Consolidated Statements of Capitalization in "Item 8. Financial 
Statements and Supplementary Data" for disclosure of interest rates for interest payments. 

(4) We have significantly more coal under contract: however, these contracts contain price re-opener provisions effectively 
making them variable contracts after certain dates. Contract coal after the price re-opener date is therefore excluded from this 
table. 

(5) Includes long-term contracts accounted for on an accrual basis. See the Fair Value of Contracts maturity table in "Market 
Risk Sensitive Instruments" for disclosure of contracts that are accounted for at fair value. 



Pension arzd Otlzer Postretireme~zt Beizefits 

Cinergy maintains qualified defined benefit pension plans covering substantially all United States employees meeting certain 
minimum age and service requirements. Plan assets consist of invcstinents in equity and debt securities. Funding for the qualified 
defined benefit pension plans is based on actuarially deter~nincd contributions, the ~naxilnu~n ot which is generally the amount 
deductible lor tax purposes and the minimum being that required by the Einployec Retirement Incoine Security Act of 1974, as 
amended (ERISA). On January 1 ], 200.3. Cinergy adopted a funding plan to reduce, 01 eliminate. the unfunded "Funding L,iability" 
initially measured as ol that date. This unfunded obligation is the diffelcnce between the "Funding Liability" determined actuarially 
on an ERISA basis and the market value of plan assets and is less than the unfunded pension obligation calculated for accounting 
purposcs and disclosed in Note 11 of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data." 
The unfunded obligation is lecalculated as of January 1 ot each year to identify adjustments required to meet the funding plan. 

Cinergy's minimum required contribution in calendar year 2005 was zero, as compared to $16 million in calendar year 2004. Actual 
contributions during calendar year 2005 and 2004 totaled $102 million and $1 17 million, reflecting additional discretionary 
contributions of $102 million and $101 million, respectively, under the aforementioned funding plan. Due to the significant 2005 and 
2004 calendar year contributions, Cinergy's minimum required contribution in calendar year 2006 is expected to be zero. Should 
Cinergy continue funding under the funding plan, discretionary contributions are expected to be approximately $120 million in 2006. 
Cinergy may consider making discretionary contributions in 2007 and future periods; however, at this time, we are unable to 
determine the amount of those contributions. Estimated contributions fluctuate based on changes in market performance of plan assets 
and actuarial assumptions. Absent the occurrence of interim events that could materially impact these targets, we will update our 
expected target contributions annually as the actuarial funding valuations are completed and make decisions about future contributions 
at that time. 

In April 2004, the Pension Funding Equity Act of 2004 (PFEA) was issued. PFEA specified temporary funding regulations for plan 
years 2004 and 2005. Absent an extension of PFEA for plan years beginning January 1,2006, Cinergy's near-term contributions will 
increase significantly. In addition, legislative proposals that would pcrlnanently revise current pension funding regulations have been 
developed by the Bush Administration, the House of Representatives. and the Senate. While the exact form, timing and impact of any 
final legislation is not c u ~ ~ e n t l y  known, preliminary indications are that any final legislation based on the three proposals will 
substantially increase near-term contributions. A failure to extend PFEA or the enactment of any proposed permanent funding 
legislation will require Cinergy to revise its aforementioned funding strategy. Cinergy will be closely monitoring developments 
regarding these legislative items and adjustments to its funding strategy will be made when appropriate. 

Cinergy sponsors non-qualified pension plans that cover officers, certain key employees, and non-employee directors. Cinergy's 
payments for these non-qualified pension plans are expected to be approximately $10 million in 2006. 

We provide certain health care and life insurance benefits to retired United States employees and their eligible dependents. Cinergy's 
payments for these postretirement benefits in 2006 are expected to be approximately $25 million. See Note 11 of the "Notes to 
Financial Statements" in "Item 8. Financial Statements and Supplementary Data" for additional information about our pension and 
other postretirement benefit plans. 

Otlter Z~zvesting Activities 

Our ability to invest in growth initiatives was previously limited by certain legal and regulatory requirements, including the PUHCA 
1935. The PUHCA 1935 limited the types of non-utility businesses in which Cinergy and other registered holding companies under 
the PTJHCA 1935 could invest as well as the amount of capital that could be invested in permissible non-utility businesses. Pursuant 
to the Energy Policy Act of 2005, the PTJHCA 1935 was repealed effective February 8,2006 and was replaced with the PUHCA 2005 
and other provisions of the Energy Policy Act of 2005 under the jurisdiction of the FERC. Upon the repeal of the PUHCA 1935, the 
investment restrictions were terminated. For a discussion of the PUHCA 19'35 repeal, see "Energy Policy Act of 2005" in "L,iquidity 
and Capital Resources" and "FERC Public Utility Holding Company Act of 2005" in "Future Expectations/Trends." 





As of December 31, 2005, Cinergy Corp. had guaranteed approximately $1 "4 billion of obligations recognized on the balance sheets 
of its consolidated subsidiaries. This amount does not reflect guarantees related to unconsolidated subsidiaries which are disclosed 
separately pursuant to FASB Interpretation No. 45, Guar.c~ntor.'s Accour~tiilg and Disclosure Requirer~~ents~for Guarantees, I~lclurling 
Ir~clirect G~rararztees of lr~clebtecli~e~s qf Otlzen (Interpretation 45). Interpretation 45 requires disclosure of maximum potential 
liabilities for guarantees issued on behalf ol unconsolidated subsidiarics and joint ventures and under indemnification clauses in 
various contracts. See Note 13(c)(ilv) of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary 
Data" for further discussion of guarantees 

OUI abil~ty to provide guarantees was previously limited by the PIJHCA 1935. Pursuant to the Energy Policy Act of 2005, the 
PIJHCA 1935 was repealed ef  ective February 8, 2006 and was replaced with the PUHCA 2005 and other provisions of the Energy 
Policy Act of 2005, under the jurisdiction of the FERC. Upon the repeal of the PUHCA 1935, the guarantee restrictions were 
terminated. Fol a discussion of the PUHCA 1935 ~epeal, see "Ene~gy Policy Act of2005" in "L,iquidity and Capital Resources" and 
"FERC Publlc Utility Holding Company Act of 2005" in "Future ExpectationsITrends." 

Marketing & Trading Liquidity Risks 

Cinergy has certain contracts in  place. primarily with trading counterparties. that require the issuance of collateral in the event our 
debt ratings are downgraded below investment grade. Based upon our December 31,2005 trading portfolio, if such an event were to 
occur, Cinergy would be required, based on contractual provisions, to post up to $530 million in additional collateral related to its gas 
and power trading operations, of which $106 million is related to CG&E. 

As a consequence of rising commodity prices, as of December 31, 2005, Cinergy has posted $168 million in total cash collateral, of 
which $54 million is related to CG&E, and received total cash collateral of $143 million, of which $80 million is related to CG&E. 
Also, Cinergy has posted non-cash collateral in the form of letters of credit totaling $358 million, of which $353 million is related to 
CG&E. and received letters of credit totaling $50.3 million, of which $1 86 million is related to CG&E. 

Capital Resources 

Cinergy, CG&E, PSI, and ULH&P meet their current and future capital requirements through a combination of funding sources 
including, but not limited to, internally generated cash flows, tax-exempt bond issuances, capital lease and operating lease structures, 
the securitization of certain asset classes, short-term bank borrowings, issuance of commercial paper, and issuances of long-term debt 
and equity. Funding decisions are based on market conditions, market access, relative pricing information, borrowing duration and 
current versus forecasted cash needs. Cinergy, CG&E, PSI, and UI,H&P are committed to maintaining balance sheet health, 
responsibly managing capitalization, and maintaining adequate credit ratings. Cinergy, CG&E, PSI, and UL,H&P believe that they 
have adequate financial resources to meet their future needs. 

Sale of Accouttts Receivable 

CG&E, PSI, and UL,H&P have an agreement with Cinergy Receivables Company, LLC (Cinergy Receivables), an affiliate, to sell, 
on a revolving basis, nearly all of the retail accounts receivable and related collections of CG&E, PSI, and ULH&P. Cinergy 
Receivables funds its purchases with borrowings from commercial paper conduits that obtain a security interest in the receivables. 
This program accelerates the collection of cash for CG&E, PSI, and UI,H&P related to these retail receivables. Cinergy Corp. does 
not consolidate Cinergy Receivables because it meets the requirements to be accounted for as a qualifying special purpose entity 
(SPE). See Note 5(c) of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data" for additional 
information. 





Notes Payable and Otlzer Slzort-term Obligatio~zs 

As a result of the February 8,2006 repeal of the PUHCA 1935, pursuant to the Energy Policy Act of2005 (discussed previously in 
"Energy Policy Act of 2005"), we ale no longer required to obtain regulatoly authorization Goni the Securities and Exchange 
Com~nission (SEC) in order lo1 Cinergy Corp., PSI, and IJLH&P to issue short-term debt. However, in accordance with provisions 
01 the Federal Power Act and the PlJHCA 2005 lules issued by the FERC in December 2005, pursuant to the Energy Policy Act 01 
2005. PSI and ULH&P must seek such authorization exclusively from the FERC but are permitted. as a transitional matter through 
December 31.2007, to continue to issue short-term debt under an SEC order in effect prior to the repeal of the PUHCA 1935. The 
Public Utilities Com~nission of Ohio (PUCO) has regulatory jurisdiction over the issuance of short-term debt by CG&E. With the 
repeal of the PUHCA 1935, no federal or state com~nission regulates the issuance ol short-term debt by Cinergy Corp. 

At December 31,2005, the SEC's short-term debt authority for PSI and ULH&P, under the PUHCA 1935, and CG&E's short-term 
debt authority under the PUCO was as follows: 

Short-term Regulatory Authority 
December 31,2005 

(in millions) 

Authority Outstanding 

CG&E and subsidiaries 
PSI 
ULH&P 

For the purposes of quantifying regulatory authority. short-term debt includes revolving credit line borrowings, uncomrnitteti credit 
line borrowings, intercompany money pool obligations, and comlnercial paper. 



Cinergy Corp.'s short-term borrowing consists prilnarlly of unsecured revolving lines of credit and the sale of commercial papel. 
Cinergy Corp.'s revolving c~edit facility and cornlnercial paper program also support the short-term bon~owing needs of CG&E, 
PSI, and ULH&P. In addition. Cinergy Corp.. CG&E, and PSI lnaintain uncommitted lines of credit. These facilities ale not firm 
sources of capital but rathcr informal agreements to lend money, subject to availability, with pricing determined at the time of 
advance. The following table summarizes our Notes pajable tir7d otlzer- short-tern7 obligatiorls and Notes paj~able to uffiliuted 
con7panies: 

Short-term Borrowings 
I>ecember 31,2005 

Available 
Revolving 

Established Standby Lines of 
Lines Outstanding Unused Liquiditv(1) Credit 

(in millions) 

Cinergy 
Cinergy Corp. 

Revolving line(2) $ 2,000 $ - $ 2,000 $ 873 $ 1,127 
Uncommitted lines 40 - 40 
Commercial paper(3) 515 

Utility operating companies 
Uncommitted lines 
Pollution control notes 

Non-regulated subsidiaries 
Revolving lines(4) 

. Short-term debt 
Pollution control notes 

Cinergy Total 

CG&E and subsidiaries 
Uncommitted lines $ 15 $ - $ 15 
Pollution control notes 112 
Money pool 114 

CG&E Total 

PSI 
Uncommitted lines $ 60 $ - $ 60 
Pollution control notes 186 
Money pool 250 

PSI Total 

ULH&P 
Money pool 

ULH&P Total 

(1) Standby liquidity is reserved against the revolving line of credit to support the commercial paper program and 
outstanding letters of credit (currently $515 million and $358 million, respectively). 

(2) Consists of a five-year facility which was entered into in September 2005, matures in September 2010, and contains 
$500 million sublimits each for CG&E and PSI, and a $100 million sublimit for ULH&P (which was increased 
from $65 million in conjunction with its transaction with CG&E in which ULH&P acquired interests in three of 
CG&E's electric generating stations. See "Kentucky" in "Future Expectations/Trends" for further information 
regarding this transaction.) 

(3) Cinergy Corp.'s commercial paper program limit is $1.5 billion. The commercial paper program is supported by 
Cinergy Corp.'s revolving line of credit. 



(4) Of the $162 million, $150 million relates to a three-year senior revolving credit facility that Cinergy Canada, Inc. 
entered into in December 2004 and that matures in December 2007. 



S1zoi.t-tern1 Notes 

1 

In September 2005, Cinergy Corp., CG&E, PSI, and ULH&P entered into a five-year revolving credit facility with a termination 
date of September 2010 which can be extended twice, each extension for an additional one-year period. The new credit a, 01~cment 
replaces two existing credit agreements, one datcd April 2004 and one dated December 2004. 

The ncw credit agreement provides that the pending merger between Duke and Cinergy Corp. will not be considered a fundamental 
change or a "Change of Cont~ol" for purposes of the credit agreement. 

For purposes of making borrowings, the new credit agreement does not require certain environmental, legal, or material adverse 
change representations aid warranties that were in the credit agreements i t  replaced. 

In our credit facility, Cinergy Corp. has covenanted to maintain: 

a consolidated net worth of $2 billion; and 

a ratio of' consolidated indebtedness to consolidated total capitalization not in excess of 65 percent. 

As part of CG&E's $500 million sublirnit under the $2 billion five-year credit facility, CG&E has covenanted to maintain: 

0 a consolidated net worth of $1 billion; and 

e a ratio of consolidated indebtedness to consolidated total capitalization not in excess of 65 percent. 

As part of PSI'S $500 million sublimit under the $2 billion five-year credit facility, PSI has covenanted to maintain: 

0 a consolidated net worth of $900 million; and 

a ratio of consolidated indebtedness to consolidated total capitalization not in excess of 65 percent. 

As part of ULH&P's $100 million sublimit under the $2 billion five-year credit facility, IJLH&P has covenanted to maintain: 

a consolidated net worth of $200 million; and 

0 a ratio of consolidated indebtedness to consolidated total capitalization not in excess of 65 percent. 

A breach of these covenants could result in the termination of the credit facility and the acceleration of the related indebtedness. In 
addition to breaches of covenants, certain other events that could result in the termination of the available credit and acceleration of 
the related indebtedness include: 



0 bankruptcy; 

0 defaults in the payment of other indebtedness; and 

0 judgments against the company that are not paid or insured. 

The latter two events, however. are subject to dollar-based materiality thresholds. In no event shall a default on the part of CG&E. 
PSI, or UL,H&P result solely from a default on the part of any other borrower, including Cinergy. As of December 3 1,2005, 
Cinergy, CG&E, PSI, and ULH&P are i n  co~npliance with all of their debt covenants. 

Vc~riable Rate Poll~rtion Control Notes 

CG&E and PSI have issued certain variable rate pollution control notes (tax-exempt notes obtained to finance equipment or land 
developlncnt for pollution control purposes). Because the holders of these notes have the right to have their notes redeemed on a daily, 
weekly, or monthly basis, they are reflected in  Notespnyc~ble nrlcl other shol-r-tel-nl obligatio~zs on the Balance Slieets of Cinergy, 
CG&E, and PSI. At December 31, 2005, Cinergy. CG&E and PSI had $323 million, $1 12 million and $186 million, respectively, 
outstanding in variable rate pollution control notes, classified as short-term debt. UL,H&P had no outstanding short--term pollution 
control notes. Any short-tcrm 



pollution control note borrowings outstanding do not reduce the unused and available short-tcrm debt regulatory authority of CG&E, 
PSI, and ULN&P. See Note 7 of the "Notes to Financial Statements" in "Itcm 8. Financial Statements and Supplementary data". 

Cinergy Corp. '~ commercial paper program is supported by Cinergy Corp.'~ $2 billion revolving credit facility. The commercial 
paper program supports, in  part, the short-term borrowing needs of CG&E and PSI and eliminates their need for separate commercial 
paper programs. In September 2004, Cinergy Corp. expanded its commercial paper program from $800 million to a maximum 
outstanding principal amount of $1.5 billion. As of December 3 1, 2005, Cinergy Corp. had $51 5 million in  commercial paper 
outstanding. 

Monejt Pool 

Cinergy Corp., Services, and our utility operating companies participate in a money pool arrangement to better manage cash and 
working capital requirements. Under this arrangement, those companies with surplus short-term funds provide short-term loans to 
affiliates (other than Cinergy Corp.) participating under this arrangement. This surplus cash may be from internal or external sources. 
The amounts outstanding under this money pool arsangement are shown as a component of Notes ?.eceivablefr.om afiliated con~panies 
andlor Notes payable to afiliated cornpanie~ on the Balance Sheets of CG&E, PSI, and ULH&P. Any money pool borsowings 
outstanding reduce the unused and available sho~t-term debt regulatory authority of CG&E, PSI. and ULH&P. 

Operatirzg Leases 

We have entered into operating lease agreements for various facilities and properties such as computer, communication and 
transportation equipment, and office space. See Note 8(a) of the "Notes to Financial Statements" in "Item 8. Financial Statements and 
Supplementary Data" for additional information regarding operating leases. 

Capital Leases 

Our utility operating companies are able to enter. into capital leases subject to the authorization limitations of the applicable state 
utility commissions. New financing authority is subject to the approval of the respective commissions. PSI and CG&E have each 
filed an application with their respective utility commission requesting authority to enter into an additional $100 million of capital 
leases. An order from the PUCO is expected some time in February 2006, while an order from the Indiana Utility Regulatory 
Commission (IURC) is not expected until the second quarter of 2006. The following table presents further information related to the 
capital lease authorizations of'CG&E, PSI, and ULH&P at December 31,2005. 

Capital Lease Authority 
December 31,2005 

(in millions) 

Authority Outstanding Remaining Expiration Date 

CG&E and subsidiaries $ 85 $ 23 $ 62 1213 112005 
PSI 100 9 91 1213 112005 
ULH&P 25 6 19 1213 112006 

See Note 8(b) of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data" for additional 
information regarding capital leases. 



L,ong-ter.r)z Debt 

We are required to secure authority to issue long-term debt from the state utility comlnissions oS Ohio, Kentucky, and Indiana. The 
respective statc utility colninissions regulatc the issuance of long-term debt by our utility operating companies. 



PSI and CG&E have each filed an application with their respective utility commission requesting authority to issue up to $500 
million of first mortgage bonds and senior and junior unsecured, up to $200 million of preferred securities, and up to $250 million of 
tax-exempt pollution control debt. We received an order f'rom the PUCO approving our request in February 2006, while an order frov 
the IURC is not expected until the second quarter of 2006. / 

A summary of our long-term dcbt authorizations at December 3 1,2005, was as follows: 

Authorized Used Available 
(in millions) 

Cinergy Corp. 
'Total capitalization(]) 

CG&E and subsidiaries(2) 
State Public Utility Conlmissions $ 575 $ - $ 575 
State Public Utility Commission - Tax-Exempt 250 94 156 

PSI 
State Public Utility Commission(3) $ 500 $ 350 $ 150 
State Public Utility Commission - Tax-Exempt(4) 250 150 100 

ULH&P 
State Public Utility Commission(5) 

(1) Cinergy's ability to issue long-term debt was previously limited by the PUHCA 1935. Pursuant to the Energy 
Policy Act of 2005, the PUHCA 1935 was repealed effective February 8, 2006 and was replaced with the PUHCA 
2005 and other provisions of the Energy Policy Act of 2005 under the jurisdiction of the FERC. Upon the repeal of 
the PUHCA 1935, the long-term debt restrictions were terminated. For a discussion of the PUHCA 1935 repeal, see 
"Energy Policy Act of 2005" in "Liquidity and Capital Resources" and "FERC Public Utility Holding Company Act 
of 2005" in "Future Expectations/'Trends." 

(2) Includes amounts for ULH&P 

(3) In October 2005, PSI issued $350 million principal amount of its 6.12% Debentures due October 15, 2035. 

(4) In June 2005, the IURC granted PSI financing authority to borrow the proceeds from the issuance and sale of up to 
$250 million principal amount of tax-exempt securities through December 31,2005. In October 2005, PSI 
bonowed the proceeds from the Indiana Finance Authority's issuance of its $100 million principal amount of its 
Environmental Revenue Bonds. 

( 5 )  In April 2005, the Kentucky Public Service Commission (KPSC) granted ULH&P financing authority to issue and 
sell up to $500 million principal amount of secured and unsecured debt; enter into inter-company promissory notes 
up to an aggregate principal amount of $200 million; and borrow up to a maximum of $200 million aggregate 
principal amount of tax-exempt debt through December 31,2006. This authority was predicated, in part, upon the 
completion of its transaction with CG&E in which ULH&P acquired interests in three of CG&E's electric 
generating stations. See "Kentucky" in "Future Expectationsflrends" for further information regarding this 
transaction. 

Cinergy Corp. has an effective shelf registration statement with the SEC relating to the issuance of up to $750 million in any 
combination of common stock, preferred stock, stock purchase contracts or unsecured debt securities, of which approximately $323 
million remains available for issuance. CG&E has an effective shelf registration statement with the SEC relating to the issuance of u 
to $800 million in any combination of unsecured debt securities, first mortgage bonds, or preferred stock, all of which remains 
available for issuance. PSI has an effective shelf registration statement with the SEC relating to the issuance of up to $800 million in 
any combination of unsecured debt securities, first mortgage bonds, or preferred stock, of which $450 million remains available for 
issuance. We have filed a post effective amendment to deregister ULH&P's securities. 



Off---Bala~zce Sheet Arrangei?zents 

Cinergy uses ofGbalance sheet arrangements from time to time to facilitate financing of various projects. Off-balance sheet 
arrangements are often created for a single specified purpose, for example, to facilitate securitization. leasing, hedging, or other 
transactions or arrangements. The following describes our major off-balance sheet arrangements excluding the investments Cinergy 
holds in various unconsolidated subsidiaries which are accounted for undel the equity method. See Note I(d)(ii) of the "Notes to 
Financial Stalements" in "Item 8. Financial Statements and Supplementary Data" for additional inforn~ation on the accounting for 
equity method investments. 



( i )  Guarniztees 

Cinergy has entered into various contracts that are classified as guarantees under Interpretation 45. For further information, see Note 
13(c)(iv) of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data". 

(i i)  Retailled Iiztei est in Assets Tiatzsfer red to an Utlcorzsoliclntecl Eiztity 

CG&E, PSI, and ULH&P have an agreement to sell certain of their accounts receivable and related collections. Cinergy Corp. 
formed Cinergy Receivables to purchase, on a revolving basis, nearly all of the retail accounts receivable and related collections of 
CG&E, PSI, and ULH&P. Cinergy Corp. does not consolidate Cinergy Receivables since i t  meets the requirements to be accounted 
for as a qualifying SPE. CG&E, PSI, and ULH&P each retain an interest in the receivables transferred to Cinergy Receivables. The 
transfer of receivables are accounted for as sales, pursuant to SFAS No. 140, Acco~alting.for Trarzstfers and Servicitzg of Firlatzcial 
A ~ s e t s  and Exting~iishn7ents ofliabilities. For a more detailed discussion of' our sales of accounts receivable, see Note 5(c) of the 
"Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data". 

(iii) Derivative lizstrun~eilts that are Classified as Eqziify 

In 2001, Cinergy Corp. issued approximately $316 million notional amounts of combined securities, a component of which was stock 
purchase contracts. 'These contracts obligated the holder to purchase common shares of Cinergy Corp. stock by February 2005. Since 
the stock purchase contracts were detachable and classified in equity, the change in their fair value was not recorded in equity or 
earnings and the~efore the stock purchase contracts were considered off-balance sheet arrangements. In January and February 2005, 
the stock purchase contracts were settled, resulting in the issuance of common stock that is recorded on Cinergy's Balance Sheets a$ 
Common Stock Equity. For further information see Note 5(b) of the "Notes to Financial Statements" in "Item 8. Financial Statements 
and Supplementary Data". 

(iv) Vuriable Interest Elltities (VIE) 

Cinergy holds interests in VIES, consolidated and unconsolidated, as defined by Interpretation 46. For further information, see 
Note 5(d) of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data". 



Securities Ratings 

As of January 31. 2006, the major credit rating agencies rated our securities as followsr 

Fitch(1) Moody 's(2) S&P(3) 

Cinergy Corp. 
Senior Unsecured Debt 
Commercial Paper 
Preferred Trust Securities 

CG&E 
Senior Secured Dcbt 
Senior Unsecured Debt 
Junior Unsecured Debt 
Preferred Stock 
Commercial Paper 

PSI 
Senior Secured Debt 
Senior Unsecured Debt 
Junior Unsecured Debt 
Preferred Stock 
Cominercial Paper 

ULH&P 
Senior Unsecured Debt 

BBB 
F-2 
BBB 

A- 
BBB+ 
BBB 
BBB 
F-2 

A- 
BBB+ 
BBB 
BBB 
F-2 

Baa?. 
P-2 
Baa2 

A3 
Baal 
Baa2 
Baa7 
P-2 

A3 
Baal 
Baa2 
Baa3 
P-2 

BBB 
A-2 
BBB- 

A- 
BBB 
BBB- 
BBB- 
Not Rated 

A- 
BBB 
BBB- 
BBB- 
Not Rated 

BBB+ Baal BBB 

(1) Fitch Ratings (Fitch) 

(2) Moody's Investors Service (Moody's) 

(3) Standard & Poor's Ratings Services (S&.P) 

The highest investment grade credit rating for Fitch is AAA. Moody's is Aaal, and S&P is AAA. 

The lowest investment grade credit rating for Fitch is BBB-, Moody's is Baa3, and S&P is BBB-. 

On May 1Q,2005, S&P placed its ratings 01 Cinergy Corp. and its subsidiaries on Creditwatch with negative implications. This 
action was in response to the announcement of the pending merger of Duke and Cinergy and the uncertainty around the final details 
of the transaction. Fitch affirmed its existing ratings, noting that it anticipates the combincd entity to achieve a credit profile similar to 
that of Cinergy. Moody's has also affirmed its ratings, anticipating that no incremcntal debt will be issucd as a result of the merger. 
See "Item 1. Business - Pending Merger" for a further discussion of the transaction. 

In December 2005, Fitch elected to change the ratings methodology used to evaluate Cinergy Corp. as well as other companies. The 
result of this change in methodology was a one lcvel decrease in the ratings of Cinergy Corp. This methodology change was not 
characterized by Fitch as a downgrade and was not caused by any change in the credit fundamentals of Cinergy. 

A security rating i's not a recommendation to buy, sell, or hold securities. These securities ratings may be revised or withdrawn at any 
time, and each rating should be evaluated independently of any other rating. 



Equity 

With the ~epeal of the PUHCA 1935, Cinergy is no longer subject to the SEC PUHCA 1935 capitalization limitations. See "Energy 
Policy Act of 2005" as previously discussed and "FERC Public Utility Holding Cornpany Act of 2005" in "MD&A - Future 
ExpectationsITrends." 

Cinergy issues ncw Cinergy Corp. common stock shares to satisfy obligations under certain of its employee stock plans and the 
Cinergy Corp. Dilcct Stock Purchase and Dividend Reinvestment Plan. Cinergy Corp. issued approximately 3.0 million shares in 
2005 and approximately 3.9 million shares in 2004 to satisfy its obligations unde~ these plans. 



In December 2004, Cinergy Corp. issued 6.1 million shares of common stock under its January 2003 $750 million registration 
statement with the SEC. The net proceeds of $247 million were used to reduce short-term indebtedness. 

In January and February 2005, Cinergy Corp. issued a total oi 9.2 million shares of common stock pursuant to certain stock purchase 
contlacts that were issued as a component of combined securities i n  December 2001. Net proceeds from the transaction of $3 16 
million were used to reduce short-term debt. See Note 5(b) of the "Notes to Financial Statements" in "Item 8. Financial Statements 
and Supplelnentary Data" lor further discussion of the securities. 

In June 2005, Cinergy Corp. contributed $200 inillion in capital to PSI. The capital contribution was used to repay short-term 
indebtedness and is consistent with supporting PSI's current credit ratings. 

In January 2006, CG&E contributed approximately $140 million in capital to ULH&P in conjunction with the transfer of certain 
generating assets to ULH&P. See Note 22 of the "Notes to Financial Statements" in  "Item 8. Financial State~nents and Supplementary 
Data" lor additional information. 

Cinergy Corp. owns all of the colnlnon stock of CG&E and PSI. All of ULH&P7s common stock is held by CG&E. 

Dividend Restrictio~ts 

Cinergy Corp.'~ ability to pay dividends to holders of its colnmon stock is principally dependent on the ability of CG&E and PSI to 
pay Cinergy Corp. dividends on their common stock. Cinergy Corp.. CG&E. and PSI cannot pay dividends on their common stock 
if their respective preferred stock dividends or preferred trust dividends are in arrears. The amount of common stock dividends that 
each company can pay is also limited by certain capitalization and earnings requirements under CG&E's and PSI's credit 
instruments. Currently, these requirements do not impact the ability of either company to pay dividends on its common stock. In 
addition, until consummation or termination of the merger with Duke, Cinergy is prohibited from paying dividends in excess of its 
historical levels without prior consent of Duke. 

Otlzer 

Where sub,ject to rate regulations, our utility operating companies have the ability to timely recover certain cash outlays through 
various regulatory mechanisms. 

As opportunities arise, we will continue to monetize certain non-core investments, which would include our international assets and 
other technology investments. 



MD&A - future expectationsltrends 

FUTURE EXPECTATIONSITRENDS 

In the "Future Expectations/T~ends" scction, we discuss developments in  the electric and gas industry and othel matters. Each of 
these discussions will address thc current status and potential future impact on our financial position or ~esults of operations. 

Electric Industry 

Currently, regulatory and legislative initiatives shaping the transition to a competitive retail market are the responsibilities of the 
individual states. Many states, including Ohio, have enacted electric utility deregulation legislation. In general, these initiatives have 
sought to separate the electric utility service into its basic components (generation, transmission, and distribution) and offer each 
component separately for sale. This separation is referred to as unbundling of the integrated services. Under the customer choice 
initiative in Ohio, we continue to t~ansmit and distribute electricity; however, the customer can purchase electricity from any certified 
supplier. The following sections further discuss the current status of deregulation legislation and other significant regulatory 
devclopmcnts in the states of Ohio, Indiana, and Kentucky, which encompass our utility service territories. 

Ohio 

Transfer of Duke Generating Assets 

The merger agreement also provides that Duke and Cinergy will use their reasonable best efforts to transfer five generating stations 
located in the rnidwest from Duke to CG&E. This transfer will require regulatory approval by the FERC and, with respect to one 
plant located in Indiaria the IURC. The FERC approved this transaction in December 2005. CG&E and the Duke affiliate that owns 
the interest in the Indiana plant filed an application with the IURC requesting approval for the transfer (as well as the declination by 
the IURC of jurisdiction over CG&E following the transfer) in October 2005. A final order approving the transfer and the IURC's 
declination of jurisdiction over CG&E was received in February 2006. Duke and Cinergy intend to effectuate the transfer as an 
equity infusion into CG&E at book value. In conjunction with the transfer, ~ u k e . ~ a p i t a l  LLC, a subsidiary of Duke, and CG&E 
intend to enter into a financial arrangement covering a multi-year period, to eliminate any potential cash shortfalls that may result 
from CG&E owning and operating the five stations. At this time, we cannot predict the outcome of this matter. 

CG&E Electric Rate Filing 

CG&E operates under an RSY which was approved by the PUCO in November 2004, and which expires Decernber 3 1,2008. 

In March 2005, the Ohio Consumers' Counsel appealed the Commission's approval ofthe RSP to the Supreme Court of Ohio. We 
expect the court to decide the case in 2006. CG&E cannot predict the outcome of this matter. 

CG&E has also filed a distribution rate case to recover certain distribution costs with rates becoming effective on January 1,2006 and 
CG&E has deferred certain costs in 2004 and 2005 pursuant to its RSP. The parties to the proceeding agreed upon and filed a 
settlement setting the recommended annual revenue increase at approximately $51 million. In December 2005, the PUCO issued an 
order approving the settlement agreement. 



The RSP provides for rate recovery through December 31,2008. Although it is difiicult to predict, it is likely that any one of three 
scenarios could exist after the rate stabilization period ends in 2008: 

* The legislation could be repealed or revised to establish a return to regulation oS electric generation; 

Deregulation and a competitive retail electric service market with market-based rates Tor all customer classes; or 



A hybrid of regulation and deregulation. 

I 

Although we cannot predlct the regulatory outcome, wc believe any of these scenarios could have a material impact on o u ~  financial 
position and ~esults ofoperations. Howevel, we bclieve that a Icturn to regulation of electric generation would plovide the lcast 
volatility in ongoing results, although likely accompanied by less opportunity for growth in earnings. See "CG&E Electric Ratc 
Stabilization Plan" in "Item 1 - Business" f o ~  lu~ther discussion on RSP. 

In Ileccmber 2004, CG&E filed an application with the PUCO requesting recovery of future costs of additional generating hcilities in 
Ohio, for either construction of' ncw electric generating facilities or the purchase of existing assets currently owned by others. CG&E 
would seek recovery of these costs over the lives of the assets. These investments are needed to meet ongoing load growth by 
customers receiving generation service from CG&E and would enable the company to reliably meet its obligation as the provider of 
last resort fbr customers returning to CG&E from alternate suppliers. To maintain flexibility in providing electric service at the 
lowest cost, CG&E is also seeking the authority to purchase existing capacity and power from other suppliers and to earn a return 
commensurate with the risk from these agreements. 

We are not aware of any current plans for electric deregulation in Indiana. 

Wheatland Generating Facility Acquisition 

In August 2005, PSI acquired 100 percent of the 488 megawatts (MW) Wheatland Generating Facility from Allegheny Energy, Inc 
for approximately $100 million. The Wheatland facility, located in Knox County, Indiana. has four natural gas-fired simple cycle 
combustion turbines and is directly connected to the Cinergy transmission system. The facility's output will be used to bolster the 
reserve margins on the PSI system. 

Integrated Coal Gasification Combined Cycle 

Cinergy is studying the feasibility of constructing an IGCC generating station to help meet increased demand over the next decade. 
PSI would be a majority owner of the facility and operate it. An IGCC plant turns coal to gas, removing most of the SO2 and other 
emissions before the gas is used to fuel a combustion turbine generator. The technology uses less water and has fewer emissions than 
a conventional coal-fired plant with currently required pollution control equipment. Another benefit is the potential to remove 
mercury and carbon dioxide upstream of the combustion process at a lower cost than conventional plants. In August 2005, PSI and 
Vectren Energy Delivery of Indiana, Inc. filed a joint petition at the IURC seeking cost recovery of the feasibility study as well as 
engineering and preconstruction costs associated with the consideration and exploration of constructing an IGCC plant. If a decision 
is reached to move forward with constructing such a plant, PSI would seek approval from the IURC to begin construction. If 
approved, we would anticipate the IURC's subsequent approval to include the assets in PSI's rate base. 

PSI Environmental Compliance Case 

In November 2004, PSI filed a compliance plan case with the IURC seeking approval of PSI's plan for complying with S02, NOx, I' 
and mercury emission reduction requirements as discussed in Note 13(a)(i) of the "Notes to Financial Statements" in "Item 8. 
Financial Statements and Supplementary Data", including approval of cost recovery and an overall rate of return of eight percent 
related to certain projects. PSI requested approval to recover the financing, depreciation, and operation and maintenance costs, among 
others, related to $1.08 billion in capital projects designed to reduce emissions of SO?, NOx, and mercury at PSI's coal-burrting 
generating stations. An evidentiary hearing was held in May 2005. In December 2005, PSI, the Indiana Office of the Utility 
Consumer Counselor, and the PSI Industrial Group filed a settlement agreement providing for approval of PSI's compliance plan, and 



approval of financing, depreciation, and operation and maintenance cost recovery. The settlement agreement provides for 20-year 
depreciation in lieu of PSI's originally requested 18-year depreciation, the use of PSI's then weighted cost of capital to deteimine the 
overall rate of return rather than eight percent as originally requested, caps the amount of cost recovery for the Gallagher Generating 
Station baghouse projects, and removes 



the Activated Carbon Injection component of those projects A final IURC Order is expected in the first half of 2006. 

Ketztucky 

Vv'c are not aware of any current plans lor electric deregulation in Kentucky. 

In January 2006. ULW&P completed the transfer from CG&E of CG&E's approxlrnately 69 percent ownership interest in the East 
Bend Station, located in Boone County, Kentucky, the Woodsdale Station, located in Butler County, Ohio, and one generating unit at 
the four-unit Miami F o ~ t  Station, located in Hamilton County, Ohio, and associated transactions. The transaction was effective as of 
January 1,2006 at net book value. The final required regulatory approval was received in  November 2005 from thc SEC under the 
PUHCA of 1935. The KPSC and the FERC had earlier issued o ~ d e ~ s  approving aspects of the transaction. The transaction will not 
affect current ~etail electric rates for ULH&P's customers. Updated rates are expected to be implemented January 1, 2007 pursuant to 
a rate case to be filed in 2006 that incorporates the value of these assets into ULH&P's rate base. 

In connection with the transfer of these assets, ULH&P accepted a capital contribution from CG&E and assumed certain liabilities of 
CG&E. In particular, ULH&P agreed to assume from CG&E all payment, performance, and other obligations of CG&E, with 
respect to (i) ce~tain tax-exempt pollution control debt currently shown on the balance sheet of CC;&E, (ii) certain of CG&E's 
outstanding Accoutlts payable to affiliated cor?lpatzies, and (iii) certain deferled tax liabilities related to the assets. ULH&P intends to 
repay the tax-exempt obligations with the proceeds from the issuance of tax-exempt debt at ULH&P. The accounts payable 
obligations will be repaid initially with the proceeds from short-term borrowings and eventually through the issuance of long-term 
senior unsecured debentures. The following table summarizes this transaction for ULH&P: 

(in millions) 

Assets Received 
Generating Assets 
Inventory 

Total Assets Received 
Liabilities Assumed 

Debt 
Accounts payable to affiliated 

companies 
Deferred tax liabilities 
Other 

Total Liabilities Assumed 
Contributed Capital from CG&E 

As part of this transaction, CG&E and ULH&P terminated the long-term wholesale power contract under which CG&E had 
previously supplied power to ULH&P. Further, CG&E also proposed to supply and ULH&P agreed to purchase back-up power 
from CG&E for planned and unplanned outages of the three generating plants through December 31,2009 pursuant to a draft 
contract. The parties never executed this draft contract and ULH&P currently purchases backup power, when needed, through the 
Midwest ISO energy markets. Given changes in circumstances, including the implementation of the Midwest IS0  Energy Markets 
Tariff, CG&E and ULH&P are planning to propose an alternative arrangement for supplying back-up power to ULH&P. At this 
time, whether and the conditions under which the KPSC may allow ULH&P to recover any increased costs for an alternative 
arrangement for the supply of back-up power are unknown and CG&E and ULH&P cannot determine the magnitude of any poter~tial 
increased costs for back-up power. 

ULH&P retail generation rates, including fuel cost recovery, are frozen until January 1, 200'7. During 2006, fluctuation in fuel costs 
will cause volatility in ULH&P's earnings. 



The FERC has issued several notices of proposed rulemakings and inquiry on a variety of matters to implement provisions of the 
Energy Bill, among other things. In certain of the rulemaking proceedings, FERC has issued final rules. At this time, we cannot 
predict the outcome of these matters and whether they will have a material effect on our financial position or results of operations. 

FERC Plrhlic Utilini Holcling Conil~nn\) Act of 200"5 

The Energy Policy Act of 2005, among othcr provisions, rcpcaled the PUHCA 1935 and replaced it with the PIJHCA 2005, eSiective 
February 8, 2006. The net effect of these legislative changes was to abolish the regulatory regime imposed under the PUHCA 1935, 
while at the same time enhancing FERC's authority over mergers, acquisitions and dispositions, together with, pursuant to the 
provisions of the PUHCA 2005, FERC's authority over books and records of holding companies, in order to assist the FERC and state 
utility regulators in protecting customers of regulated utilities. Among othcr provisions, the P'IJHCA 2005 grants FERC increased 
access to books 



and records of holding companies and their affiliates and provides that, upon the request of a holding company system or state 
commission, the FERC will review and authorize the allocation of costs for non-power goods and services by centralized service 
c'ompanies to affiliates within holding company systems. In December 2005, the FERC adopted final rules further implementing the 
provisions of the PUHCA 2005. Among other things, these rules imposed certain limited filing and reporting obligations on holding 
companies such as Cinergy. See "Energy Policy Act of 2005" in "Liquidity and Capital Resources" for additional information on the 
Energy Policy Act of 2005. 

FERC's Market Screen Orders 

In April 2004. the FERC issued an order establishing a new, interim set of market power screens for use in evaluating sales of 
wholesale power at market-based rates. In July 2004, the FERC issued an order generally affirming that order. In April 2004, the 
FERC also commenced a rulemaking to evaluate whether its overall test for market-based rates should be continued, and to determine 
a permanent market power test to replace the interim test. That rulemaking process remains pending. Under FERC's currently 
effective generation market power screen, in a November 2005 order approving market-based rate tariffs for PSI, ULH&P, and 
Cinergy Marketing and Trading. LP (Marketing & Trading), FERC found that its generation market power standard was satisfied for 
approval of market-based rate authority. Should it ever be determined that Cinergy has market power in generation, and we are 
unable to successfully challenge this conclusion, it could result in the loss of market-based rate authority in certain regions of the 
wholesale market. Assuming such loss of market-based rate authority, Cinergy would be required to charge certain wholesale 
customers cost-based rates for wholesale sales of electricity. In February 2005, the FERC issued final rules that could require FERC 
review of previously granted authorization to sell at existing market-based rates. At this time, we cannot predict the outcome of these 
matters and whether they will have a material effect on our financial position or results of operations. 

Global Clitnate Change 

Presently, GHG emissions, which principally consist of COz, are not regulated, and while several legislative proposals have been 
introduced in Congress to reduce utility GHG emissions, none have been passed. Nevertheless, we anticipate a mandatory program to 
reduce GHG emissions will exist in the future. We expect that any regulation of GHGs will impose costs on Cinergy. Depending on 
the details, any GHG regulation could mean: 

Increased capital expenditures associated with investments to improve plant efficiency or install COz emission reduction 
technology (to the extent that such technology exists) or construction of alternatives to coal generation; 

0 Increased operation and maintenance expense; 

0 Our older, more expensive generating stations may operate fewer hours each year because the addition of C02 costs 
could cause their generation to be less economic; and 

0 Increased expenses associated with the purchase of C02 emission allowances, should such an emission allowances 
market be created. 

We would plan to seek recovery of the costs associated with a GHG program in rate regulated states where cost recovery is permitted. 

In September 2003, Cinergy announced a voluntary GHG management commitment to reduce its GHG emissions during the period 
from 2010 through 2012 by five percent below our 2000 level, maintaining those levels through 2012. Cinergy expects to spend $21 
million between 2004 and 2010 on projects to reduce or offset its GHG emissions. Cinergy is committed to supporting the 
President's voluntary initiative, addressing shareholder interest in the issue, and building internal expertise in GHG management and 
GHG markets. Our voluntary commitment includes the following: 

Measuring and inventorying company-related sources of GHG emissions; 



Identifying and pursuing cost-effective GHG emission reduction and offsetting activities; 

Funding research ol more efficient and alternative clectric generating technologics; 

Funding research to better understand the causes anti consequences of climate change; 

Encouraging a global discussion of the issucs and how best to manage them; and 



Participating in discussions to help shape the policy debate. 

Cinergy is also studying the feasibility of constructing a cominercial IGCC generating station which would be "carbon capture ready' 
01 have the potential to capture CO2 and then potentially sequester it underground. See "Integ~ated Coal Gasification Combined 
Cycle" discussed p~eviously for more information. 

Gas Industry 

Sig~ificicnnt Rare Developments 

ULH&P Gas Rate Case 

In 2002, the KPSC approved ULH&P's gas base rate case requesting, among other things, recovery of costs associated with an 
accelerated gas main replacement program of up to $1 12 million over ten years. The approval allowed the costs to be recovered 
through a tracking mechanism for an initial three-year period expiring on September 30,2005, with the possibility of renewal for up 
to ten years. The tracking mechanism allows ULH&P to recover depreciation costs and rate of return annually over the life of the 
assets. As of December 31,2005, we have capitalized $61 million in costs associated with the accelerated gas main replacement 
program through this tracking mechanism, of which ULH&P has recovered $8.9 million. The Kentucky Attorney General has 
appealed to the Franklin Circuit Court the KPSC's approval of the tracking mechanism and the tracking mechanism rates. In October 
2005, both the Company and the KPSC filed with the Franklin Circuit Court, requesting dismissal of the case for failure to prosecute 
by the Kentucky Attorney General. At the present time, ULH&P cannot predict the timing or outcome of this litigation. 

In February 2005, ULH&P filed a gas base rate case with the KPSC requesting approval to continue the tracking mechanism in  
addition to its request for a $14 million annual increase in base rates. A portion of the increase is attributable to including recovery of 
the curlent cost of the accelerated main replacement program in base rates. The KPSC did not rule on the base rate case request or the 
request to continue the tracking mechanism by October 1,2005; consequently the initial tracking mechanism expired on September 
30,2005. In accordance with Kentucky law, ULH&P implemented the full amount of the requested rate increase on October 1, 
2005. In December 2005, the KPSC approved an annual rate increase of $8.1 million and reapproved the tracking rriechanism through 
201 1. Pursuant to the KPSC's order, ULH&P filed a refund plan in January 2006 for the excess revenues collected since October 1, 
2005. In February 2006, the KPSC issued an additional order responding to a rehearing request made by the Attorney General. Its 
rehearing order approved the Company's refund plan which will result in refunds being provided to customers beginning in March 
2006. 

Gas Prices arzd Supply 

Natural gas prices remained in the $8 - $9 per thousand cubic feet (Mcf) range through most of the summer due primarily to 
the warmer than normal summer and the increased use of gas to fire electric generation peaking units. Extensive damage to the 
natural gas infrastructure along the Gulf Coast caused by Hurricanes Katrina and Rita pushed the price of natural gas into the $12 - 
$14 per Mcf range by late September. Natural gas prices remained in the $12 per Mcf range for the remainder of 2005. Winter 
delivery prices for early 2006 remained in the $1 1 - $12 per Mcf range in the midwest or about 40 percent greater than last winter. 
Forward prices for the remainder of 2006 have now fallen below $10 per Mcf as more of the damaged Gulf Coast infrastructure comes 
online. Price movement is usually driven by the effects of weather conditions, availability of supply, and changes in demand and 
storage inventories. Currently, neither CC&E's nor ULH&P's gas delivery operations profit from changes in the cost of natural gas 
because natural gas purchase costs are passed directly to the customer dollar-for-dollar under the gas cost recovery mechanism that is 
mandated under state law. 

ULH&P utilizes a price mitigation program designed to mitigate the effects of' gas price volatility on customers, which the KPSC has 
approved through April 2008. The program allows the pre-arranging of between 20--75 percent of winter heating season base load 
gas requirements and up to 50 percent of summer season base load gas requirements. CG&E similarly mitigates its gas procurement 



costs; however, CG&E's gas price mitigation program has not been pre-approved by the PIJCO but rather it is subject to PUCO 
review as part of the normal gas cost recovery process. 



CG&E and ULN&P use primarily long-term fixed price contracts and contracts with a ceiling and floor on the price. These 
contracts employ the normal purchases and sales scope exception, and do not involve hedge accounting under SFAS No. 133, 
Acco~lrltirlgfur Deiivarhle 11z .s t t~~r~~ei~t~ ~ztld Heclgirlg Activities (Statement 133). 

Inflation 

We believe that the recent inflation rates do not materially impact our financial condition. However, under existing regulatory 
practice fbr all of PSI, ULH&P, and the non-generating portion of CG&E, only the historical cost of plant is recoverable from 
customers. As a result, cash flows designed to provide recovery of historical plant costs may not be adequate to replace plant in future 
years. 

Other Matters 

Cinergy produces synthetic fuel from two facilities that qualify for tax credits (though 2007) in accordance with Section 29145K of 
the IRC if certain requirements are satisfied. Cinergy's sale of synthetic fuel has generated $339 million in tax credits through 
December 31,2005. The IRS is currently auditing Cinergy for the 2002,2003 and 2004 tax years. We expect the IRS will evaluate 
the various key requirements for claiming our Section 29145K credits related to synthetic fuel. If the IRS challenges our Section 
29145K tax credits related to synthetic fuel, and such challenges are successful, this could result in the disallowance of up to all $339 
million in previously claimed Section 29145K tax credits for synthetic fuel produced by the applicable Cinergy facilities and a loss of 
our ability to claim future Section 29145K tax credits for synthetic fuel produced by such facilities. We believe that we operate in 
conformity with all the necessary requirements to be allowed such tax credits under Section 29145K. 

Section 29145K also provides for a phase-out of the credit based on the average price of crude oil during a calendar year. The 
phase-out is based on a prescribed calculation and definition of crude oil prices. Based on current crude oil prices and the recent 
volatility of such prices, we believe that for 2006 and 2007, the amount of the tax credits could be reduced. If oil prices are high 
enough, we will idle the plants, as the value of the credits would not exceed the net costs to produce the synthetic fuel. Net income 
related to these facilities for the twelve months ended December 31, 2005 was approximately $58 million. The net book value of our 
plants at December 31, 2005 was approximately $47 million. 

Consolidation of Cinergy ' s  Power arld Gas Marketirlg and Trading Busitlesses 

Cinergy intends to consolidate CG&E's power marketing and trading business into Marketing & Trading, its affiliate that primarily 
conducts gas marketing and trading. Counterparties will have a single set of contacts for credit, contracting, scheduling and 
settlements, as well as the ability to offset positions between natural gas and power. The consolidation should be largely complete by 
the end of the third quarter of 2006. In 2005, power marketing and trading comprised approximately 15 percent of CG&E's net 
income. 

Workforce Issues 

Between 2006 and 2013,43 percent of our workforce will be eligible for retirement. The loss of these employees could have a 
negative impact on Cinergy's overall operations. Cinergy is preparing for this loss by (a) understanding our current employee profile 
(demographics), (b) identifying critical positions (cpnsidered core to our business and that have licensing or lengthy apprenticeship 
requirements associated with them), and (c) preparing an action plan. The action plan involves long-term staffing plans including 
such things as detgled recruitment plans, the utilization of co-ops and interns, identification of key employees, and strong successior~ 
planning. We will also use senior and phased retirement programs that allow new employees to train and consult with experienced 



highly-skilled employees post- and pre-retirement. In addition, we are exploring ways of accelerating and enhancing our training 
plograms through collaboration with area educational institutions and other third party providers. 

In conjunction with the pcnding merger, there is an anticipated reduction of approximately 1,500 employees of the combined 
I company, from the May 2005 lnergcr announcement, in various departmcnts following consulnrnation of 



the merger. In February 2006, Cinergy adopted a severance benefits plan that will be binding on Duke Energy Holding Corp. after 
the consummation of Cinergy's merger with Duke. The purpose of the plan is to provide certain benefits to qualifying employees of 
Ginergy whose employment is terminated in connection with the merger. This plan included a Voluntary Severance Program to 
targeted groups of employees with an election window from February 1 - 21, 2006 and is contingent on the successrul corisummatic 
of the merger. At this time, we cannot predict the numbel of employees that will be voluntarily scve~ed. 



MD&A - MARKET RISK SENSITIVE INSTRUMENTS 

MARKET RISK SENSITIVE INSTRIJMENTS 

Energy Commodities Sensitivity 

The tlansactions associated with Commercial's energy marketing and trading activities and substantial investment in genel.ation assets 
give rise to various risks. including pricc risk. Price sisk represents the potential risk of loss from adverse changes in the market price 
of electricity or other cnergy commodities. As Commercial continues to tievelop its energy ~nalketing and trading business, its 
exposure to movements in the p ice  of electricity and other energy commodities may become gleater. As a result, we may be subject 
to increased future ea~nings volatility. 

Commercial's energy marketing and trading activities principally consist of Marketing & Trading's natural gas marketing and trading 
operations and CG&E7s power marketing and trading operations. See "Consolidation of Cihergy7s Power and Gas Marketing and 
Trading Business" in "Futurc ExpectationsITrends - Othel- Matters." 

Our domestic operations markct and trade over-the-counter (an informal market where the buyinglselling of commodities occurs) 
contracts for the purchase and sale of electricity (primarily in the midwest region of the United States), natural gas, and other 
energy-related products, including coal and emission allowances. Our natural gas domestic operations provide services that manage 
storage, transportation, gathering and processing activities. In addition, our domestic operations also market and trade natural gas and 
other energy-related products on the New York Mercantile Exchange. 

Marketing & Trading's natural gas marketing and trading operations also extend to Canada where natural gas marketing and 
management services are provided to producers and industrial customers. Our Canadian operations also market and trade 
over-the-counter contracts as well as energy-related products on the New York Mercantile Exchange. 

Many of these energy commodity contracts commit us to purchase or sell electricity, natural gas, and other energy-related products at 
fixcd prices in the future. The majority 01 the contracts in the natural gas and other energy-related product portfolios are financially 
settled contracts ( is . ,  there is no physical delivery related with thcse items). In addition, Commercial also markets and trades 
over-the-counter option contracts. The usc of these types of commodity instruments is designed to allow Commercial to: 

0 manage and economically hedge contractual commitments; 

reduce exposure relative to the volatility of cash market prices; 

take advantage of selected arbitrage opportunities; and 

originate customized transactions with municipalities and end-use customers. 

Commercial structures and modifies its net position to capture the following: 

expected changes in future demand; 

8 seasonal market pricing characteristics; 

overall market sentiment: and 



* price relationships between different time periods and trading regions. 

At times, a net open position is cleated or is allowed to continue when Conlmercial believes future changes in prices and market 
conditions may possibly result in p~ofitable positions. Position imbalances can also occur due to the basic lack of liquidity in the 
wholesale power market. The existence of net open positions can poteritially rest~lt in an adverse impact on our iinancial condition o' 
results of operations. This potential adverse impact could be realized if the m a ~ k e t  price'ofelectric power does not react in the manner 
or direction expected. Cinergy's Risk Management Control Policy contains limits associated with the overall size of net open 
positions for each trading operation. 



Trading Pnrtjinlio Risks 

Commercial measures the market risk inherent in the trading portfolio employing value at risk (VaR) analysis and other 
methodologies, which utilize forward price curves in electric power and natural gas markets to quantify estimates of the magnitude 
and probability of future value changes related to open contract positions. VaR is a statistical measure used to quantify the potential 
change i n  lair value of the trading portfolio over a pal ticular period ol time, with a specified likelihood of occurrence, due to market 
movement. Commel.cia1, through some of our non-regulated subsidia~ies, marltets physical natural gas and electricity and trades 
derivative commodity instruments which are usually settled in cash including: forwards, futures, swaps, and options. 

Any proprietary trading transaction, whether settled physically or financially, is included in the VaR calculation. 

Our VaR is reported based on a 95  percent confidence interval. utilizing a one-day holding period. This means that on a given day 
(one-day holding period) there is a 95 percent chance (confidence level) that our trading portfolio will not lose more than the stated 
amount. We calculate VaR using a Monte Carlo simulation methodology using implied forward-looking volatilities and historical 
correlations. 

The VaR for Cinergy's and CG&E's trading portfolio is presented in the table below: 

VaR Associated with Energy Trading Contracts 

Percentage of Percentage of 
Operating Operating 

Trading VaR Income Trading VaR Income 
(dollars in millions) 

Cinergy 
95% confidence level, one-day holding pcriod, 

one-tailed December 3 1 $ 2.7 
Average for the twelve months ended December 3 1 3.4 
High for the .twelve months ended December 31 6.6 
Low for the twelve months ended December 3 1 1 .O 

CG&E 
95% confidence level, one-day holding period, 

one-tailed December 3 1 9; 1.1 
Average for the twelve months ended December 3 1 1.8 
High for the twelve months ended December 31 3.4 
Low for the twelve months ended December 31 0.7 



Cl~anges in Fair Value 

The changes in fair value of the energy risk management assets and liabilities for Cinergy and CG&E for the years ended December 
31,2005 and 2004 are presented in  he table below. PSI has not originated new power marketing and trading contracts since April ol 
2002 and therefore we have not presented PSI separately in the fair value tables below. 

Fair value of contracts outstanding at the beginning of period 
Changes in fair value attributable to changes in valuation 

techniques and assumptions(2) 
Other changes in fair value(3) 
Option premiums paid/(received) 
Contracts settled 
Contract acquisition(4) 
Fair value of contracts outstanding at end of period 

(in millions) 

$ 82  $ 3 6  $ 41 $ 20 

(1) The results of Cinergy also include amounts related to non--registrants. 

(2) Represents changes in fair value recognized in income, caused by changes in assumptions used in calculating fair value or 
changes in modeling techniques. 

(3) Represents changes in fair value recognized in income, primarily attributable to fluctuations in price. This amount includes both 
realized and unrealized gains on energy trading contracts. 

(4) Represents a gas sales contract acquired at fair market value. 

The following are the balances at December 31, 2005 and 2004 of our energy risk management assets and liabilities: 

2005 2004 
Cinergv(1) CG&E Cinervv(1) CG&E 

(in millions ) 
Energy risk management assets - current $ 991 $ 544 $ 381 $ 149 
Energy risk management assets - non-current 307 180 139 47 

Energy risk management liabilities - current (1,011) (552) (311) (120) 
Energy risk management liabilities - non-current (184) (127) 

(51) $ (12) $ 82 $ 36 

(1) The results of Cinergy also include amounts related to non-registrants. 

89 



The following table presents the expected maturity of the energy risk management assets and liabilities as of December 3 1, 2005 for 
Cinergy and CG&E: 

Fair Value of Contracts at December 31,2005 

Source of Fair Value( 1) 

Cinergy(2) 
Prices actively quoted 

Prices based on models and 
other valuation methods 

Total 

CG&E 
Prices actively quoted 

Priccs based on models and 
other valuation methods 

Total 

7 Total 
2006 2007-2008 2009-2010 Tllerealrer Fair Value 

(in millions) 

(1) While liquidity varies by trading regions, prices actively quoted includes periods and locations for which quotes are regularly 
received from at least one source. This includes both exchange traded positions as well as over-the-counter positions quoted by 
brokers. Non-standard transactions are classified based on the extent, if any, of modeling used in determining fair value. 
Long-term transactions can have portions in both categories depending on the length. 

(2) The results of Cinergy also include amounts related to non-registrants, 

Generation Portfolio Risks 

Cinergy optimizes the value of its non-regulated portfolio. The portfolio includes generation assets (power and capacity), fuel, and 
emission allowances and we manage all of these components as a portfolio. We use models that forecast future generation output, fuel 
requirements, and emission allowance requirements based on forward power. fuel and emission allowance markets. The component 
pieces of the portfolio arc bought and sold based on this model in order to manage the economic value of the portfolio. With the 
issuance of SFAS No. 149, Atnerld~izerlt qf Sfare i~~e~l t  133 on Derivative I~~strumerlts and Hedging Activities (Statement 149), most 
forward power transactions and certain coal transactions from management of the porttolio are accounted for at fair value. The other 
component pieccs of thc portiolio are typically not subject to Statement 149 and are accounted for using the accrual method, where 
changes in fair value are not recognized. As a result, we are subject to earnings volatility via mark-to-market gains or losses from 
changes in the value of the contracts accounted for using fair value. A hypothetical $1.00 pel MWh change consistently applied to all 
forward power prices would have resulted in  a change in fair value of these contracts of approximately $4.8 million as of December 
3 1, 2005. A hypothetical $1 .OO per ton change consistently applied to all forward coal prices would have resulted in a change in  fair 
value of these contracts of approximately $2.7 million as of December 71,2005. 

Cinergy is exposed to risk from changes in the market prices of fuel (primarily coal) and emission allowances to the extent the risk is 
not mitigated by regulatory recovery mechanisms in Ohio and Indiana. To the extent we must purchase fuel or emission allowances in  
a rising price environmcnt. increased cost of clectricity production could result without a corresponding increase in revenue. Cinergy 
manages this risk through the use of long-tcrm fixed price fuel contracts and acquisitions of emission allowances. These risks at 
CG&E were partially mitigated in 2005 and are significantly mitigated from 2006 through 2008 by a retail fuel cost recovery 
mechanism established in Ohio as part of the RSP for non-residential customers beginning January 1, 2005 and for residential 
customers beginning January 1, 2006. This mechanism recovers costs for fuel and emission allowances that exceed the amount 
originally included in the rates frozen in the CG&E transition plan through December 31,2008. PSI continues to be protected against 
market price changes of fuel and emission allowances costs incurred for its retail customers by the use of cost tracking and recovery 
mechanisms in the state of Indiana. In conjunction with the transfer of assets from CG&E to UL,H&P, the transaction will not affect 
electric rates for UL,H&P in 2006. Updated rates are expected to be implemented January 1, 2007 pursuant to a rate case to be filed in 
2006 that incorporates these assets. Fluctuations in coal and emission allowance prices could impact TJL,H&P's 2006 risks. See 
"Future ExpectationstTrends - Kentucky" tor additional information. 





Credit Risk 

Credit risk is the exposure to econolnic loss that would occur as a result of nonpel-formance by counterparties, pursuant to the terms of 
their contractual obligations. Specific components of credit risk include counterparty default risk, collateral risk, concentration risk, 
and settlement risk. 

Trade Receivables a id  Physical Power Porfolio 

Our concentration of crcdit risk with respect to trade accounts receivable from electric and gas letail customers is limitcd. Thc large 
number of customers and dive]-sified customer base ol residential, commercial, and industrial customers significantly rcduccs our 
credit risk. Contracts within the physical portfolio of power marketing and trading operations are primalily with traditional electric 
cooperatives and municipalities and other investor-owned utilities. At Deccmber 3 1, 2005, we believe the likelihood of significant 
losses associated with credit risk in our trade accounts receivable or physical power portfolio is remote. 

Eizergy Tmdb7g Credit Rislc 

Cinergy's extension of crcdit for energy marketing and trading is governed by a Corporate Crcdit Policy. Written guidelines 
approved by Cinergy's Risk Policy Committee documcnt the managemcnt approval levels for credit limits, evaluation of 
creditworthiness, and credit risk mitigation proccdures. Cinergy analyzes net credit exposurc and establishes credit reserves based on 
the counterparties' credit rating, payment history, and length of the outstanding obligation. Exposures to credit risks are monitored 
daily by the Corporate Credit Risk function, which is independent of all trading operations. Energy commodity prices can be 
extren~ely volatile and the market can. at times, lack liquidity. Because of these issues, credit risk for energy commodities is generally 
greater than with other commodity trading. 

The following tables provide info~mation regarding Cinergy's and CG&E's exposure on energy trading contracts as well as the 
expected maturities of those exposures as of December 31, 2005. The tables include accounts receivable and energy risk management 
assets, which are net of accounts payable and energy risk managemcnt liabilities with the same counterparties when we have the right 
01 offset. The credit collateral shown in the following tables includes cash and letters of credit. As previously discussed, PSI'S 
rcrnaining contracts are not material; therefore, we have not presented PSI separately in the crcdit risk tables below. 

Cinergy(1) 
Number of Net Exposure of 

Counterparties Counterparties 
Total Exposure Percentage of Greater than Greater than 
Refore Credit Credit Net Total Net 10% of Total 10% of Total 

Rating Collateral Collateral Exposure Exposure Net Exposure Net Exoosure(4) 
(in millions) 

Investment Gradc(2) $ 1,203 $ 252 $ 951 75% -- $ - 
Internally Rated-Investment 

Giade(3) 355 105 250 20 - - 
Non-Investment Grade 109 76 3 3 2 - - 
Internally 

Rated-Non-Investment Grade 78 37 41 3 - - 
Total $ 1.745 $ 470 $ 1,275 100% - - ------ 
( I )  Includes amounts related to non-registrants. 

(2) Includes counterparties rated Investment Grade or the counterparties' obligations are guaranteed or secured by an Investment 
Grade entity. 

(3) Counterparties include a variety of entities, including investor-owned utilities, privately held companies, cities and 
municipalities. Cinergy assigns internal credit ratings to all counterparties within our credit risk portfolio, applying fundamental 
analytical tools. Included in this analysis is a review of (but not limited to) counterparty financial statements with consideration 



given to off-balance sheet obligations and assets, specific business environment, access to capital, and indicators from debt and 
equity capital markets. 

(4) Exposures, positive or negative. with counterparties that are rclated to one anothe~ are not aggregated when no right of offset 
exists and as a result, credit is extended and evaluated on a separate basis. 



Number of Net Exposure of 
Total Cour~terparties Counterparties 

Exposure Percentage of Greater than Greater than 
Before Credit Credit Total 10% of Total 10% of Total 

Rating Collateral Coflateral Net Exposure Net Exposure Net Exposure Net Exposure(3) 
(in millionb) 

Investment Grade(1) $ 361 $ 132 $ 229 67 % - $ - 
Internally 

Rated-Investment 
Grade(2) 117 44 7 3 22 1 62  

Non-Investment Grade 45 27 18 5 - - 
Internally 

Rated-Non-Investment 
Grade 

Total 

( I )  Includes countcrparties rated Investment Grade or the counterparties' obligations are guarantecd or secured by an Investment 
Grade entity. 

(2) Counterparties i ~ ~ c l u d c  various cities and municipalities. 

(3) Exposures, positive or negative. with countcrparties that are related to one another are not aggregated when no right 01 oSfset 
exists and as a result, credit is extcnded and evaluated on a separate basis. 

Fii~ailcial Derivatives 

Potential exposure to credit risk also exists from our use of financial derivatives such as interest rate swaps and treasury locks. 
Because these financial instruments are transacted with highly rated financial institutions, we do not anticipate nonperformance by any 
of the counterparties. 

Risk Maizageineizt 

We manage, on a portfolio basis, the market risks in our energy marketing and trading transactions subject to parameters established 
by our Risk Policy Committee. Oul ~narkct and credit risks are monitored by the Global Risk Management function to ensure 
compliance with stated risk management policies and procedures. The Global Risk Management function operates independently 
from the business units, which originate and actively manage the market risk exposures. Policies and procedures are periodically 
reviewed to assess their responsiveness to changing market and business conditions. Credit risk mitigation practices include requiring 
parent company guarantees, various forms of collateral, and the use of mutual nettinglcloseout agreements. 

Exchange Rate Sensitivity 

Cinergy has exposure to fluctuations in exchange rates between the Unilcd States dollar and the currencies of foreign countries where 
we have investments. When it is appropriate we will hedge our exposure to cash flow transactions. 



Interest Rate Sensitivity 

1 

OUI net exposure to changes in interest rates primarily consists of short-term debt instruments (including net money pool borrowings) 
and variable-rate pollution control debt. The following table rellects the different instruments used and the method of benchmarking 
interest rates, as of December 31,2005: 

Interest Benchmark 2005 
(in millions) 

Short-term Bank Loans/Commercial 
PapertMoney Pool Short-term Money Market Cinergy $ 601 

e Commercial Paper CG&E and subsidiaries 114 
Composite Rate( 1 ) PSI 250 

e LIBOR(2) ULH&P 30 

Pollution Control Debt Daily Market 
e Weekly Market 
e Auction Rate 

Cinergy 
CG&E and subsidiaries 
PSI 

(1) 30-day Federal Reserve "AA" Industrial Commercial Paper Composite Rate 

(2) London Inter-Bank Offered Rate 

The weighted-average interest rates on the previously discussed instruments at December 31, were as follows: 

3005 

Short-term Bank Loans/Commercial Paper 4.6 % 
Money Pool 4.4 % 
Pollution Control Debt 3.4 % 

At December 31,2005, forward yield curves project an increase in applicable short-term interest rates over the next five years. 



The following table presents principal cash lepaymcnts. by maturity date and other selected information, for each registrant's 
long-term debt, othel debt, and capital lease obligations as of December 31, 2005. 

Expected Maturitv Date 
Liabilities 2006 2007 2008 2009 2010 Thereafter Total Value 

(in millions) 

Cinergy 
Long-term Debt(l)(2) $ 32.5 $ 368 $ 513 $ 243 $ 2 $ 2,740 $ 4,191 $ 4,241 

Weighted-average 
interest rate(3) 6.7% 7.6% 6.4% 7.4% 6.0% 5.4% 5.9% 

Other(4) $ 2-13;  361 $ 37 $ 28 $ 1 7 s  132 $ 6 0 2 $  637 
Weighted-average 

interest rate(3) 7.3% 6.9% 7.0% 6.8 % 6.3% 7.1% 7.0% 

Capital Leases 
Fixed-ratc lcases $ 8 $ 9 $ 11 $ 11 $ 9 $ 26 $ 74 $ 74 
Interest rate(3) 5.3% 5.3% 5.2% 5.1 % 5.0% 5.1 % 5.5% 

CG&E and subsidiaries 
L,ong- term Debt(2) $ - $  1 0 0 s  1 2 0 s  20 $ - $ 1,390 $ 1,630 $ 1,645 

Weighted-average 
interest rate(3) -% 6.9% 6.4% 7.9% -% 5.5% 5.7% 

Capital Leases 
Fixed-rate leases $ 5 $ 5 $ 6 $ 7 $ 6 $ 19 $ 48 $ 48 
Interest rate(3) 5.2% 5.2% 5.2% 5.1% 5.0% 5.2% 5.5% 

PSI 
Long-term Debt(2) $ 325 $ 268 $ 43 $ 223 $ 2 $ 1,342 $ 2,203 $ 2,224 

Weighted-average 
interest rate(3) 6.7% 7.8% 6.4% 7.3 % 6.0% 5.3% 6.0% 

Capital Leases 
Fixed-rate leases $ 3 $ 3 $ 5 $ 4 $ 3 $ 8 $ 26 $ 26 
Interest rate(3) 5.3% 5.3% 5.2% 5.1 % 4.9% 4.9% 5.6% 

UL,H&P 
Long-term Debt $ - $  - $ 20 $ 20 $ - $ 55 $ 95 $ 97 

Weighted-average 
interest rate(3) -% -% 6.5% 7.9 % -% 5.7% 6.3% 

Capital Leases 
Fixed-rate leases $ 1 $ I $  2 $ 2 $ 1 $ 5 $ 12 $ 12 
Interest rate(3) 5.5% 5.5% 5.4% 5.3 % 5.2% 6.1 % 6.1% 

(1) Includes amounts related to non-registrants. 

(2) L,ong-term Debt includes amounts reflected as L,ong-terin debt due witlrirl oiie year. 

(3) The weighted-average interest rate is calculated as follows: (1) for Long-term Debt and Other, the weighted-average interest 
rate is based on the interest rates at December 3 1, 2005 of the debt that is maturing in  the year reported and includes the effects of 
an interest rate swap that fixes the interest payments differently from the stated rate; and (2) for Capital Leases, the 
weighted-average interest rate is based on the average interest rate of the lease payments made during the year reported. 

(4) Promissory notes and long-term notes payable related to investments under Cinergy Global Resources, Inc., Cinergy 
Investments, Inc., and debt related to CC Funding Trust. See Note 5(b) of the "Notes to Financial Statements" in "Item 8. 
Financial Statements and Supplementary Data" for a discussion of the debt associated with the CC Funding Trust. 

Our cursent policy in managing exposure to fluctuations in interest rates is to maintain approximately 30 percent of the total amount of 
outstanding debt in variable interest rate debt instruments. In maintaining this level of exposure, we use interest rate swaps. TJnder 



the swaps, we agree with other parties to exchange, at specified intervals, the difference between fixed-rate and variable- ate interest 
amounts calculated on an agreed upon notional amount. In the future, we will contirlually monito~ market conditions to evaluate 
whether to modify our level of exposure to fluctuations in interest rates. 

CG&E has an outstanding interest rate swap agreement that decreased the pelcentage ol variable-rate debt. See Note 9(a) of the 
"Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data" for additional information on financial 
derivatives. 



MD&A - ACCOTJNTING MATTERS 

ACCOUNTING MATTERS 

Critical Accounting Estimates 

Preparation of financial statenicnts and related disclosures in compliance with general accepted accounting principles (GAAP) 
requires the use of assu~nptions and cstimatcs regarding future events, including the likelihood of success of particular investments or 
initiatives, estimates of future prices or rates. legal and regulatory challenges, and anticipated recovery of costs Therefore, the 
possibility exists for materially different reported amounts under different conditions or assumptions. We consider an accounting 
estimatc to be critical if: ( I )  the accounting estimate requires us to make assumptions about matters that were reasonably uncertain at 
the time the accounting estimate was made. and (2) changes in the estimate are reasonably likely to occur from period to period. 

These critical accounting estimates should be read in conjunction with the "Notes to Financial Statements" in "Item 8. Financial 
Statements and Supplementary Data". We have other accounting policies that we consider to be significant; however, these policies 
do not meet the definition of critical accounting estimates, because they generally do not require us to make estimates or judgments 
that are particularly difficult or subjective. 

Fair V a h e  Accounting for Energy Marketi~zg and Trading 

We use fair value accounting for energy trading contracts, which is required, with certain exceptions, by Statement 133. Short-term 
contracts used in oul trading activities are generally priced using exchange-based or over-the-counter price quotes. L,ong-term 
contracts typically must be valued using less actively quoted prices or valuation models. Use of model pricing requires estimating 
surrounding factors such as volatility and price curves beyond what is actively quoted in the market. In addition, some contracts do 
not have fixed notional amounts and therefore must be valued using estimates of volumes to be consumed by the counterparty. See 
"Changes in Fair Value" in "Market Risk Sensitive Instruments" for additional information. 

We measule these risks by using complex analytical tools, both external and proprietary. These models are dynamic and are 
continuously updated with the most recent data to improve assessments of potential future outcomes. We measure risks for contracts 
that do not contain fixed notional amounts by obtaining historical data and projecting expected consumption. These models 
incorporate expectations surrounding the impacts that weather may play in future consumption. The results of these measures assist us 
in managing such risks within our portfolio. We also have a Global Risk Management function within Cinergy that is independent of 
the marketing and trading function and is under the oversight of a Risk Policy Committee comprised primarily of senior company 
executives. This group provides an independent evaluation of both forward price curves and the valuation of energy contracts. See 
"Trading Portfolio Risks" in "Market Risk Sensitive Instruments" for additional information. 

There is inherent risk in valuation modeling given the complexity and volatility of energy markets. Fair value accounting has risk, 
including its application to short-term contracts, as gains and losses recorded through its use are not yet realized. Therefore, it is 
possible that results in future periods may bc materially different as contracts are ultimately settled. We  monitor potential losses using 
VaR analysis. As previously discussed, our one-day VaR at December 31.2005, assuming a 95 percent confidence level, was 
approximately $2.7 million, which means there is a 95 percent statistical chance (based on market implied volatilities) that any 
adverse moves in the value of our portfolio over one day will be less than the reported amount. In addition, our five-day VaR at 
December 31, 2005, assuming the same 95 percent confidence level, was approximately $6.1 million. 

For financial reporting purposes, assets and liabilities associated with energy trading transactions accounted for using fair value are 
reflected on the Balance Sheets as Energy risk nzarzagement assets current and non-cur-rent and Energy risk nzanagernerzt liabilities 
current and rzotz-currei7t, classitied as current or non-current pursuant to each contract's length. Net gains and losses resulting from 
revaluation of contracts during the period are recognized currently in the Statements of Income. 



CG&E, PSI, and ULH&P are ~egulated utility companies. Except with lespect to the electric generation-related assets and liabilitie 
of CG&E, the companies apply the provisions of SFAS No. 71, Acco~a~ting for the Effect5 o j  



Certain 7)pes o f  Regulation (Statement 71). In accordance with Statement 71, regulatory actions may result in accounting treatment 
different from that of non-rate regulated companies. The deferral of costs (as regulatory assets) or amounts provided in current rates 
to cover costs to be incurred in the future (as regulatory liabilities) may be appropriate when the future recovery 01 refunding of such 
costs is probable. In assessing probability, we consider such lactors as regulatory precedent and the cun-ent regulatory environment. 
To the extent recove~y of costs is no longer deemed probable, related regulatory assets would be required to be ~ e c o g n i ~ e d  in current 
period earnings. Our calculations under the fuel adjustment arid emission allowance cost lecovel y mechanisms at PSI (and CG&E 
for non-residential retail custolners beginning in 2005 and residential retail customers in 2006) involve the use of estimates. Fuel 
costs (including purchased power whcn economically displacing fuel) and emission allowance costs must be allocated between PSI'S 
letail customers and wholesale customers, with the lowest costs allocated to retail customers. This process is complex and involves 
the use of estimates that whcn finalized in future periods may result in adjustments to amounts deferred and collected from customers. 

At December 31, 2005. ~cgulatory assets totaled $556 million for CG&E (including $8 million for ULH&P) and $514 million for 
PSI. Current rates include the recove1 y of $554 million for CG&E (including $6 million lor ULH&P) and $465 million for PSI. In 
addition to the regulatory assets, CG&E and PSI have regulatory liabilities totaling $152 million (including $29 million for UL,H&P) 
and $394 million at Dccenlber 31, 2005, respectively. See Note l(e) of the "Notes to Financial Statements" in "Item 8. Financial 
Statements and Supple~nentary Data" for additional detail regarding regulatory assets and regulatory liabilities. 

Zrzcorne Taxes 

Management judgment is requi~ed in developing our provision for income taxes, including the determination of deferred tax assets, 
deferred tax liabilities, and any valuation allowances recorded against the deferred tax assets. We  evaluate quarterly the realizability 
of our deferred tax assets by assessing our valuation allowance and adjusting the amount of such allowance, if necessary. The factors 
used to assess the likelihood of realization are our forecast of future taxable income and the availability of tax planning strategies that 
can be implemented to realize deferred tax assets. These tax planning strategies include the utilization of Section 29145K tax credits 
associated with our production of synthetic fuel. 

When it is probable that an environmental, tax, or other legal liability has been incurred, a loss is recognized when the amount of the 
loss can be reasonably estimated. Estimates of the probability and the amount of loss are often made based on currently available 
facts, present laws and regulations, and consultation with third party experts. Accounting for contingencies requires significant 
judgment by management regarding the estimated probabilities and ranges of exposure to potential liability. Management's 
assessment of Cinergy's exposure to contingencies could change to the extent there are additional future developments, administrative 
actions, or as more information becomes available. If actual obligations incurred are different from our estimates, the recognition of 
the actual amounts may have a ~naterial impact on Cinergy's financial position and results of operations. 

Zinpairnzent of Lorzg-lived Assets 

Current accounting standards require long-lived assets be measured for impairment whenever indicators of impairment exist. If 
deemed impaired under the standards, assets are written down to fair value with a charge to cursent period earnings. As a producer of 
electricity, Cinergy, CG&E, and PSI are owners of generating plants, which are largely coal-fired. At December 31, 2005, the 
carrying value of these generating plants is $5 billion for Cinergy, $2 billion for CG&E and $3 billion for PSI. As a result of the 
various emissions and by-products of coal consumption, the companies are subject to extensive environmental regulations and are 
currently subject to a number of environmental contingencies. See Note 13(a) of the "Notes to Financial Statements" in "Item 8. 
Financial Statements and Supplementary Data" for additional information. While we cannot predict the potential effect the resolution 
of these matters will have on the recoverability of our coal-fired generating assets, we believe that the carrying values of these assets 
are recoverable. When impairment indicators exist, management must make its best estimate of the price of wholesale electricity in 
the region, anticipated demand, and the cost of coal, natural gas, and emissions compliance. At PSI, we also consider the expected 
ability to recover through the regulatory process any additional investments in environmental compliance expenditures. 





For the natural gas-fired peaking plants that Cinergy owns that are not subject to cost-of-service-based ratemaking, the 
recoverability will be dependent on many factors, but primarily the price of power compared to the cost of natural gas, often referred 
to as the spark spread, over the life of the plants. Given that power and gas prices arc generally not observable beyond three to five 
years, management must make estimates of future commodity prices for a significant portion of the life of the plants, which is lengthy 
given that these plants are reasonably new. Cinergy uses macro-economic fundamental lnotieling to estimate these future values. 
While we currently believe these assets are recoverable on a nominal basis, changes in the estimates and assumptions used (primarily 
power and gas prices along with their rclated volatilities) in evaluating these assets over their useful life could result in a material 
impairment in thc future. At December 31. 2005, the carrying value of these gas-Sired peaking plants is approximately $400 million. 
GAAP does not require us to estimate the fair value of these assets because they are recovcrablc on a nominal basis. However. we 
believe the fair value of these plants to be substantially below their car1 ying value. 

We will continue to evaluate these assets for impairment when events or circumstances inclicatc the carrying value may not be 
recoverable. 

I~~zpair~?zent of' Uizco~zsolidated Zrzvesti~zents 

We evaluate the recoverability of investments in unconsolidated subsidiaries when events or changes in circumstances indicate the 
carrying amount of the asset is other than temporarily impaired. An investment is consideled impaired it the fair value of the 
investment is less than its carrying value. We only recognize an impairment loss when an impairment is considered to be other than 
temporary. We consider an impairment to be other than temporary when a forecasted recovery up to the investment's carrying value 
is not expected for a reasonable period of time. We  evaluate several factors, including but not limited to our intent and ability to hold 
the investment, the severity of the impairment, the duration of the impairment and the entity's historical and projected financial 
performance, when determining whether or not impairment is other than temporary. 

Fair value is determined by quoted market prices, when available, however in most instances we rely on valuations based on 
discounted cash flows and market multiples. There are many significant assumptions involved in performing such valuations, 
including but not limited to forecasted financial performance, discount rates, carnings multiples and tesminal value considerations. 
Variations in any one or a combination of these assumptions could result in different conclusions regarding impairment. 

Once an investment is considered other than temporarily impaired and an impairment loss is recognizcd. the carrying value of the 
investment is not adjusted for any subsequent recoveries in fair value. As of December 7 1,2005, we do not have any material 
unrealized losses that are deemed to be temporary in nature. Sec Notc 17(a) of the "Notes to Financial Statements" in "Item 8. 
Financial Statements and Supplementary Data" for the amount of impairment charges incurred during the year. 

Accounting Changes 

Asset Retirer~zeizt Obligatioits 

In March 2005, the FASB issued FASB Interpretation No. 47, Acco~liztirzg for Conditioilal Asset Retirei71erlt Obligatiorls - arl 
irzterpretatiorz of FASB State111erzt 143 (Interpretation 47). Statement 143 requires recognition of legal obligations associated with the 
~etirement or removal of long-lived assets at the time the obligations are incurred. Intespretation 47 clarifies that a conditional asset 
retirement obligation (which occurs when the timing andlor method of settlement are conditional on a future event that may or may 
not be within the control of the entity) is a legal obligation within the scope of Statement 143. As such, the fair value of a conditional 
asset retirement obligation must be recognized as a liability when incurred if the liability's fair value can be reasonably estimated. 
Interpretation 47 also clarifies when sufficient information exists to reasonably estimate the fair value of an asset retirement 
obligation. 

We adopted Inteeretation 47 on December 31, 2005 and recorded multiple asset retirement obligations as a result. These asset 
retirement obligations primarily related to obligations associated with retiring gas mains, recorded by 





Cinergy, CG&E, and UL,H&P, and future asbestos abatement at certain generating stations, recorded by Cinergy, CG&E, and PSI. 

Cinergy and CG&E recognized a loss of approxilnately $3 million (net of tax) for the cumulative effect of this change in accounting 
principle. The cun~ulative effect resulted from asset retirelncnt obligations primarily associated with our non-regulated generating 
assets. See (s)(iv) for a summary of cu~nulative eflect ad.justmcnts. The elfect ol adoption for Cinergy, CG&E, PSI. and ULH&P 
included balance sheet reclassifications ol apploxiinately $35 million. $27 million, $8 million, and $5 million, respectively. from 
Regli1ato1-y liabilities. See discussion of Regulatoly liabilities previously discloseti in (e). The increases in asset retirement 
obligations from adopting Interpretation 47 were $51 million, $39 million, $12 million and $6 million for Cinergy, CG&E, PSI. and 
UL,H&P, respectively. 

Pro-forma results as if Interpretation 47 was applied retroactively Sol- the years ended December 31, 2005, 2004, and 2003 are not 
materially diflerent from reported results. The Dcccmber 31.2004 and December 31,2003 pro-foonna liabilities for asset retirement 
obligations recorded as a result of the adoption of Interpretation 47 are not materially different than the December 31, 2005 balances. 

Share-Based Payment 

In December 2004, the FASB issued a replacement of SFAS No. 123, Acco~rr~tirzg f o ~  Stock-Based Coiilpellsatiorz (Statement 123), 
SFAS No. 123 (revised 2004), Slzare-Baser1 Payr~zeilt (Statement 123R). This standard will require, among other things, accounting 
for all stock-based compensation arrangements under the fair value method. The standard also requires compensation awards that 
involve the achievement of a certain company stock price (or similar mcasurc) to have the likelihood of reaching those targets 
incorporated into the fair value of the award. The number of awards paid out under Cinergy's performance-based share awards under 
the Cinergy Corp. 1996 L,ong-Term Incentive Compensation Plan (L,TIP) is based on Cinergy's expected total shareholder return 
(TSR) as measured against a pre-defined peer group. Therefore, these awards are required to be re-valued at fair value upon 
adoption. 

We adopted Statement 123R on January 1, 2006 using the modified prospective application. Cinergy recognized an immaterial loss 
for the cumulative effect of this change in accounting principle. The cumulative effect is due to the use of a new model that 
incorporates the expected TSR into the fair value of Cinergy's performance-based share awards under the L.TIP. This model is used 
to value all grants of future performance-based share awards under the L,TIP, beginning January 1, 2006. 

In 2003, we prospectively adopted accounting lor our stock-based compensation plans using the fair value recognition provisions of 
Statement 123, as amended by SFAS No. 148, Accouiztii~g for Stock-Based Cor~l/,erzs~ltioil- Transition aizd Disclosure - aiz 
amendrneizt of FASB Statement No. 12.3, for all employee awards granted or with terms modified on or after January 1, 2003. 
Therefore, the impact of implementation of Statement 123R on stock options and remaining awards, other than the aforementioned 
performance-based share awards, within our stock-based compensation plans was not material. See additional detail regarding 
Cinergy's stock-based compensation plans in Note 3(c). 

Ittconze Taxes 

In October 2004, the American Jobs Creation Act (AJCA) was signed into law. The AJCA includes a one-time deduction of 85 
percent of certain foreign earnings that are repatriated. as defined in the AJCA. The repatriation of foreign earnings pursuant to this 
provision did not have a material impact on our financial position or results of operations. 



QUANTITATIVE AND QUALITA'I'IVE DISCLOSURES ABOUT MARKET RISK 

1 
ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

Reference is made to the "Ma~kct Risk Sensitive Instruments" section of "Item 7. MU&A." 
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
, 

To the Board of Directors of Cinergy Corp. 

Cincinnati, Ohio 

We have audited the accompanying consolidated balance sheets and statements ot capitalization of Cinergy Corp. and subsidia~ies as 
of December 31, 2005 and 2004, and the related consolidated statements of income, changes in common stock equity, and cash flows 
for cach of the three years in the period ended December 31,2005. Our audits also included the financial statement schedule included 
in Item 15 of this Annual Report. These financial statements and the financial statement schedule are the responsibility of the 
Company's management. Our responsibility is to express an opinion on these financial statements and financial statement 
schedule based on our audits. 

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

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Cinergy Corp. 
and subsidiaries as of December 31,2005 and 2004, and the results of their operations and thcir cash flows for each of the three year: 
in the period ended December 31,2005, in conformity with accounting principles generally accepted in the United States of America. 
Also, in our opinion, the financial statement schedule, when considered in relation to the basic consolidated financial statements taken 

as a whole, presents fairly in all material respects the information set forth therein. 

As discussed in Note 1 to the financial statements, in 2005, Cinergy Corp. adopted Financial Accounting Standards Board 
Interpretation No. 47, "Accounting for Conditional Asset Retirement Obligations." In 2003, Cinergy Corp. adopted Statement of 
Financial Accounting Standards (SFAS) No. 143, "Accounting for Asset Retirement Obligations;" Financial Accounting Standards 
Board Interpretation No. 46, "Consolidation of Variable Interest Entities;" and the fair value recognition provisions of SFAS No. 123 
"Accounting for Stock-Based Compensation." 

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 
effectiveness of the Company's internal control over financial reporting as of December 31,2005, based on the criteria established in 
Iilternal Cotztl.01-Integrated Frarizework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our 
report dated February 17,2006 expressed an unqualified opinion on management's assessment of the effectiveness of the Company's 
internal control over financial reporting and an unqualified opinion on the effectiveness of the Company's internal control over 
financial reporting. 

IS/ Deloitte & Touche LLP 
Deloitte & Touche LLP 
Cincinnati, Ohio 
February 17, 2006 





REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Boa~d of Directors of The Cincinnati Gas & Electric Company 

Cincinnati. Ohio 

We have audited the accompanying consolidated balance sheets and statements of capitalization of The Cincinnati Gas & Electric 
Company and subsidiaries as of December 31, 2005 and 2004, and the related consolidated statements of income, changes in common 
stock equity, and cash flows for each of the three years in  the period ended December 31,2005. Our audits also included the financial 
statement schedule included in Item 15 of this Annual Report. These financial statements and the financial statement schedule are the 
responsibility of the Company's management Our responsibility is to express an opinion on these financial statements and financial 
statement schedule based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its internal control 
over financial reporting. Our audit included consideration of internal control over financial reporting as a basis for designing audit 
procedures that are appropriate i n  the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on 
a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our 
audits provide a reasonable basis for our opinion. 

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of The Cincinnati 
Gas & Electric Company and subsidiaries as of Decembe~ 31,2005 and 2004, and the results of thei~ operations and their cash flows 
f o ~  each of the three yean in  the period ended December 31,2005, in conformity with accounting principles generally accepted in the 
United States of America. Also, in our opinion, the financial statement schedule, when considered in relation to the basic consolidated 
financial statements taken as a whole, presents fairly in all material respects the information set fbrth therein. 

As discussed in Note 1 to the financial statements, in 2005, 'The Cincinnati Gas & Electric Company adopted Financial Accounting 
Standards Board Interpretation No. 47, "Accounting for Conditional Asset Retirement Obligations." In 2003, The Cincinnati Gas & 
Electric Company adopted Statement of Financial Accounting Standards No. 143, "Accounting for Asset Retirement Obligations." 

Is1 Deloitte & Touche LLP 
Deloitte & Touche LLP 
Cincinnati, Ohio 
February 17,2006 



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors of PSI Energy, Inc. 

Plainlield, IN 

We have audited the accompanying consolidated balance sheets and statements of capitalization of PSI Energy, Inc. and subsidiary as 
of December 31, 2005 and 2004, and the related consolidated statclnents of income, changes i n  colnlnon stock equity. and cash flows 
lor each of the three years in the period ended December 31, 2005. Our audits also included the financial statement schedule includcd 
in Item 15 of this Annual Report. These financial statements and the financial statement schedule are the responsibility of the 
Company's management. Our responsibility is to cxpress an opinion on these financial statements and financial statement 
schedule based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
lrec of material misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its internal control 
over financial reporting. Our audit included consideration of internal control over financial reporting as a basis for designing audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining. on 
a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our 
audits provide a reasonable basis for our opinion. 

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of PSI Energy, Inc. 
and subsidiary as of December 31, 2005 and 2004. and the results of thcir operations and their cash flows for each of the three years in 
the period ended December 31, 2005, in conformity with accounting principles generally accepted in the United States of America. 
Also, in our opinion, the financial statement schedule. when considered in relation to the basic consolidated financial statements taken 
as a whole, presents fairly in all material respects the infor~nation set forth therein. 

As discussed in Note 1 to the financial statements, in 2005, PSI Energy, Inc. adopted Financial Accounting Standards Board 
Interpretation No. 47, "Accounting for Conditional Asset Retirement Obligations." In 2003, PSI Energy, Inc. adopted Statement of 
Financial Accounting Standards No. 143, "Accounting for Asset Retirement Obligations." 

IS/ Deloitte & Touche LLP 
Deloitte & Touche LL,P 
Cincinnati, Ohio 
February 17, 2006 



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Uilectols of The Union Light, Heat and Power Company 

Cincinnati, Ohio 

We have audited the accompanying balance sheets and statements of capitalization of The Uriion Light, Heat and Power Company as 
of December 3 1,2005 and 2004, and the related statements of income, changes in common stock equity, and cash flows for each of 
the three years in the peiiod ended Decembe~ 31, 2005. Our audits also included the financial staternent schedule included in Item 15 
of this Annual Report. These financial statements and the financial statement schedule ale the responsibility of the Company's 
management. Our responsibility is to express an opinion on these financial statements and financial statement schedule based on our 
audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Boa~d (United States). 
Those standards require that we plan and perforui the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatement. The Company is not required to have, no1 were we engaged to perform, an audit of its internal control 
over financial reporting. Our audit included consideration of internal control over financial reporting as a basis for designing audit 
procedures that are appropriate in the ci~cumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on 
a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and 
significant estirnates made by management, as well as evaluating the overall financial statement presentation. We believe that our 
audits provide a reasonable basis for our opinion. 

In our opinion. such financial statements present fairly, in all material respects, the financial position of the Union Light, Heat and 
Power Company as of December 31,2005 and 2004, and the results of its operations and its cash flows for each of the three years in 
the period ended December 31.2005, in conformity with accounting principles generally accepted in the United States of America. 
Also, in our opinion, the financial statement schedule, when considered in relation to the basic financial statements taken as a whole, 
presents fairly in all material respects the information set forth therein. 

As discussed in  Note 1 to the financial statements, in 2005, 'The Union Light, Heat and Power Company adopted Financial Accounting 
Standards Board Interpretation No. 47, "Accounting for Conditional Asset Retirement Obligations." In 2003, The Union Light, Heat 
and Power Company adopted Statement of Financial Accounting Standards No. 143, "Accounting for Asset Retirement Obligations." 

Is/ Deloitte & Touche LLP 
Deloitte & Touche LLP 
Cincinnati, Ohio 
February 17,2006 



CINERGY CORP. 

AND SUBSIDIARY COMPANIES 



Operating Revenues (Note 1 (f)) 
Electric 
Gas 
Other (Notc 1 (f)(iii)) 

Total Operating Revenues 

CINERGU CORP. 

CONSOLIDATED STATEMENTS OF INCOME 

2005 2004 2003 
(in thousands, except per share amounts) 

Operating Expenses 
Fuel, emission allowances, and purchased power 
Gas purchased 
Costs of fuel resold 
Operation and maintenance 
Depreciation 
Taxes other than income taxes 

Total Operating Expenses 

Operating Income 786,937 747,223 8 13,026 

Equity in Earnings of Unconsolidated Subsidiaries 33,777 48,249 15,201 
Miscellaneous Income (Expense) - Net 51,001 (3,577) 38,811 
Interest Expense 283,353 275,000 270,2 13 
Preferred Dividend Requirement of Subsidiary Trust (Note 5(b)) - - 1 1,940 
Preferred Dividend Requirements of Subsidiaries 2,643 3,432 3,433 

Income Before Taxes 585,719 513,463 581,452 

Income Taxes (Note 12) 

Income Before Discontinued Operations and Cumulative Effect of 
Changes in Accounting Principles 490,122 410,399 436,969 

Discontinued operations, net of tax (Note 16) 2,575 (9,53 1 ) 6,341 
Cumulative effect of changes in accounting principles, net of tax 

(Note 1 (s)(iv)) - 26.462 
Net Income 489,653 $ 400,868 $ 469.772 

Average Common Shares Outstanding - Basic 198,199 180,965 176,535 

Earnings Per Common Share - Basic (Note 19) 
Income before discontinued operations and cumulative effect of 

changes in accounting principles 9; 2.47 $ 2.27 $ 2.47 
Discontinued operations, net of tax (Note 16) 0.01 (0.05) 0.04 
Cumulative effect of changes in accounting principles, net of tax 

(Note l(s)(iv)) 
Net Income 

Average Common Shares Outstanding - Diluted 199,172 183,53 1 178,473 

Earnings Per Common Share - Diluted (Note 19) 
Income before discontinued operations and cumulative effect of 

changes in accounting principles $ 2.46 $ 2.23 $ 2.45 
Discontinued operations, net of tax (Note 16) 0.01 (0.05) 0.03 
Cumulative effect of changes in accounting principles, net of tax 

(Note 1 (s)(iv)) (0.01) - 0.15 
Net Income $ 2.46 $ 2.18 $ 2.63 



Cash Dividends Declared Per Common Share 9; 1.92 $ 1.88 $ 

The accoinpanying notes as they relate to Cinergy Corp. are an integral part of these consolidated financial statements. 



CINERGY CORP. 

CONSOLIDATED BALANCE SHEETS 

ASSETS 

Current Assets 
Cash and cash equivalents 
Notes receivable, cursent 
Accounts receivable less accumulated provision for doubtlul 

accounts of" $4,767 at Decembk~ 3 1,2005, and $5,059 at 
December 3 1,2004 (Note 5(c)) 

Fuel, emission allowances, and supplies (Note I (i)) 
Energy risk management current assets (Note 1(1n)(i)) 
Prcpayments and other 

Total Current Assets 

Property, Plant, and Equipment - at Cost 
Utility plant in service (Note 21 and 22) 
Construction work in progress 

Total Utility Plant 
Non-regulated property, plant, and equipment (Note 22) 
Accumulated depreciation (Note 1 (j)(i)) 

Net Property, Plant, and Equipment 

Other Assets 
Regulatory assets (Note l(e)) 
Investments in unconsolidated subsidiaries 
Energy risk management non-current assets (Note l(m)(i)) 
Notes receivable, non-current 
Other investments 
Goodwill and other intangible assets 
Restricted funds held in trust 
Other 

Total Other Assets 

Assets of Discontinued Operations (Note 16) 

Total Assets 

December 31 
2005 2004 

(dollars in thousands) 

The accompanying notes as they relate to cinergy Corp. are an integral part of these consolidated financial statements. 



CINERGY CORP. 
CONSO1,IDATED BALANCE SHEETS 

LIABILITIES AND SHAREHOLDERS' EQIJITY 

Current Liabilities 
Accounts payable 
Accrued taxes 
Accrucd interest 
Notes payable arid other short-term obligations (Note 7) 
L.ong-term debt due within one year 
Energy risk management current liabilities (Note l(m)(i)) 
Othcr 

Total Current Liabilities 

Non-Current Liabilities 
L.ong-term debt (Note 6) 
Deferred income taxes (Note 12) 
IJnamortized investment tax credits 
Accrued pension and other postretirement benefit costs (Note I I )  
Regulatory liabilities (Notc 1 (e)) 
Energy risk management non-current liabilities (Note I (m)(i)) 
Other 

Total Non-Current Liabilities 

December 31 
2005 2001 

(dollars in thousands) 

Liabilities of Discontinued Operations (Notc 16) 28,876 32.2 19 

Commitments and Contingencies (Note 13) 

Total Liabilities 12,544,702 10,803,577 

Cumulative Preferred Stock of Subsidiaries 
Not subject to mandatory redemption 31,743 62,s 18 

Common Stock Equity (Note 3) 
Common stock - $.01 par value: authorized shares - 600,000,000; issued 

shares - 199,707,338 at Dccember 3 1.2005. and 1 87,653,506 at Deccmbcr 
31,2004; outstanding sharcs - 199,565.684 at December 31,2005, and 
187,524,229 at December 3 1, 2004 1,997 1,877 

Paid-in capital 2,982,625 2,559,715 
Retained earnings 1,721,716 1,613,340 
Treasury shares at cost - 141,654 shares at December 7 1,2005, and 129,277 

shares at December 3 1,2004 (4,823) (4,336) 
Accumulated other comprehensive loss (Note 20) (124,120) (54.674) 

Total Common Stock Equity 4,577,395 4,115,922 

Total Liabilities and Shareholders' Equity 

The accompanying notes as they relate to Cinergy Corp. are an integral part of these consolidated financial statements. 



CINERGY CORP. 

CONSOLIDATED STATEMENTS OF CHANCES IN COMMON STOCK EQUITY 

Accumulated Total 
Other Common 

Common Paid--in Retained Treasury Comprehensive Stock 
Stock Caoital Earnings Stock Income (Loss) Equity 

(dollars in thousands, except per share amounts) 

Beginning balance (168,663,115 shares) $ 1,687 S 1,918,136 $ 1,403,453 $ - $ (29,800) $ 3,293,476 

Comprehensive income: 
Net income 
Other comprehcnsivc income (loss), net 

of tax eftect of $1 1,700 (Note 20) 
Foreign currency translation 

adjustment, net of reclassification 
adjustments (Note I(t)) 

Minimum pension l~ability 
adjustment 

Unrealized gain on investment trusts 
Cash flow hedges 

Total comprehensivc incomc 

Issuance of common stock - net (9,775,254 
sharcs) 
Treasury shares purchased (101,515 shares - 
net) 
Dividends on conmon stock ($1.84 per share) 
Other 
Ending balance (178.336.854 shares) 

2004 
Comprehensive income: 

Net income 
Other comprehensive income (loss), net 

of tax effect of $8,259 (Note 20) 
Foreign currency translation 

adjustment, net of reclassification 
adjustments (Note l(t)) 

Minimum pension liability 
adjustment 

Unrealized gain on investment h-usts 
Cash flow hedges 

Total comprehensive incomc 

Issuance of common stock - net (921 5,137 
shares) 
Treasury shares purchased (27,762 shares - 
net) 
Dividends on common stock ($1.88 per share) 
Other 
Ending balance (187,524,229 shares) 

2005 
Comprehensive income: 

Net income 489,653 489,653 

(loss), net of tax effect of 
$30,941 (Note 20) 

Foreign currency translation 
adjustment, net of 
reclassification adjustment 
(Note I@)) (38,400) (38,400) 

Minimum pension liability 
adjustment (42,238) (42,238) 

Unrealized gain on investment 
trusts 257 257 

Cash flow hedges 
Total comprehensive ineo 

Issuance of common stock -net (12,053,832 
shares) 120 415,Sl 15,631 

Treasury shares purchased (12,377 shares - 
net) 
Dividends on common stock ($1.92 per 



share) 
Other 7.399 (3.021 ) 4,378 
Ending balance (199,565,684 shares) $ 1,997 $ 2,982,625 $ 1.721.716 $ (4,823) $ (124,120) $ 4.577.395 

The accompanying notes as they relate to Cinergy Corp. are an integral part of these consolidated financial statements. 



CINERGY CORP. 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

2005 2004 2003 
(dollars in thousands) 

Cash Flows from Continuing Operations 
Operating Activities 

Net income 
Ad.justments to reconcile net income to net cash provided by ope~ating 

activities: 
Depreciation 
(Income) Loss of discontinued operations, net of tax 
(Income) Loss on impairment or disposal of subsidiaries and investments, 

net 
Cumulative effect of changes in accounting principles, net of tax 
Change in net position of energy risk managernent activities 
De fe~~ed  income taxes and investment tax credits - net 
Equity in earnings of unconsolidated subsidiaries 
Return on equity investments 
Allowance for equity funds used during construction 
Regulatory assetlliability deferrals 
Regulatory asset amortization 
Accrued pension and other postretirement benefit costs 
Cost of removal 
Change's in current assets and current liabilities: 

Accounts and notes receivable 
Fuel, emission allowances, and supplies 
Prepayments 
Accounts payable 
Accrued taxes and interest 

Other assets 
Other liabilities 

Net cash provided by operating activities 

Financing Activities 
Change in short-term debt 
Issuance of long-term debt 
Redemption of long-term debt 
Retirement of preferred stock of subsidiaries 
Issuance of common stock 
Dividends on common stock 

Net cash provided by (used in) financing activities 

Investing Activities 
Construction expenditures (less allowance for equity funds used during 

construction) (1,049,723) (69 1,444) (702.705) 
Proceeds from notes receivable 19,996 17,460 9,187 
Withdrawal of restricted funds held in trust 164,171 25,273 - 
Acquisitions and other investments (108,551) (2,975) (87,873) 
Proceeds from distributions by investments and sale of investments and 

subsidiaries 110,526 54,173 5 1.252 
Net cash used in investing activities (863,581) (5973 13) (730,139) 

Net decrease in cash and cash equivalents from continuing operations (16,470) (4,505 (32,521 ) 

Cash and cash equivalents from continuing operations at beginning of period 162.526 167.03 1 199,552 

Cash and cash equivalents from continuing operations at end of period $ 146,056 $ 162.526 $ 167.031 

Cash Flows from Discontinued Operations 
Operating activities 
Financing activities 



Investing activities 5,829 (6.189) (1.600) 

Net decrease in cash and cash equivalents from discontinued operations (2,015) (74 (19,442) 

Cash and cash equivalents from discontinued operations a t  beginning of period 2,015 2.089 21.531 

Cash and cash equivalents from discontinued operations a t  end of period 

Supplemental Disclosure of Cash Flow Information 
Cash paid during the year lor: 

Interest (net of amount capitalized) 
Income taxes 

Non-cash financing & investing activities: 
Restricted cash proceeds from the issuance of debt securities 

The accompanying notes as they relate to Cinergy Corp. are an integral part of these consolidated financial statements. 



CINERGY CORP. 

CONSOLIDATED STATEMENTS OF CAPITALIZATION 

December 31 
2005 2004 

(dollars in thousands) 

Long-term Debt 
Cinergy Corp. 

Other Long-term Debt: 
6.53% Debentures due December 16,2008 
6.90% Note Payable due February 16, 2007 

Total Other Long-term Debt 
Unamortized Premium and Discount - Net 

Total - Cinergy Corp. 

Cinergy Global Resources, Inc. 
Other Long-term Debt: 

6.20% Debentures due Novembe~ 3,2008 
Variable interest rate of Euro Inter-Bank Offered Rate plus 1.2%, maturing 

November 201 6 
Total Other Long-term Debt 

Unamortized Premium and Discount - Net 
Total - Cinergy Global Resources, Inc. 

Cinergy Investments, Inc. 
Other Long-,term Debt: 

9.23% Notes Payable, due November 5,2616 
7.81% Notes Payablc, due August 2009 
Other 

Total - Cinergy Investments, Inc. 

Operating Companies 
The Cincinnati Gas & Electric Company (CG&E) and subsidiaries 

First Mortgage Bonds 
Other Long-term Debt 
Unamortized Premium and Discount - Net 

Total Long-term Debt 
PSI Energy, Inc. (PSI) 

First Mortgage Bonds 
Secured Medium-term Notes 
Other Long-term Debt 
Unamortized Premium and Discount - Net 

Total Long-term Debt 

Total Consolidated Debt 
Less: Current Portion 
Total Long-term Debt 

Cumulative Preferred Stock of Subsidiaries 

CG&E and subsidiaries 
PSI 

Total Cumulative Preferred Stock of Subsidiaries 

Common Stock Equity 

Total Consolidated Capitalization 

The accompanying notes as they relate to Cinergy Corp. are an integral part of these consolidated financial statements. 





THE CINCINNA'I'I GAS & 
ELECTRIC COMPANY 

AND SUBSIDIARY COMPANIES 



THE CINCINNATI GAS & ELECTRIC COMPANY 

CONSOL,IDATED STATEMENTS OF INCOME 

Operating Revenues (Note l ( f ) )  
Electric 
Gas 
Other (Note I (f)(ii i)) 

Total Operating Revenues 

Operating Expenses 
Fuel, emission allowances. and pu~chased power 
Gas purchased 
Costs of fuel resold 
Operation and maintcnancc 
Depreciation 
Taxes other than income taxes 

Total Operating Expenses 

Operating Income 

Miscellaneous Income - Net 
Interest Expense 

2005 2001 2003 
(dollars in thousands) 

Income Before Taxes 485,215 415,360 478.189 

Income Taxes (Note 12) 184,218 158,518 178,077 

Income Before Cumulative Effect of Changes in Accounting 
Principles 

Cumulative effect of changes in accounting principles, net of tax 
(Note I (s)(iv)) (3,044) - 30,938 

Net Income $ 297,953 $ 256,842 $ 33 1,050 

Preferred Dividend Requirement 

Net Income Appiicable to Common Stock: 

The accompanying notes as they relate to The Cincinnati Gas & Electric Company are an integral part of these consolidated 
financial statements. 



THE CINCINNATI GAS & ELECTRIC COMPANY 

CONSOLIDATED BALANCE SHEETS 

ASSETS 

Current Assets 
Cash and cash equivalents 
Notes receivable from affiliated companies 
Accounts receivable less accuinulated provision lor doubtful accounts of $ 3 3  18 at 

December 3 1,2005, and $722 at December 3 1,2004 (Note 5(c)) 
Accounts receivable from affiliated companies 
Fuel, emission all~wances. and supplies (Note l(i)) 
Energy risk management current assets (Note I (m)(i)) 
Prepayments and other 

Total Current Assets 

Property, Plant, and Equipment - at Cost 
Utility plant in service (Note 22) 

Electric 
Gas 
Common 

Total Utility Plant In Service 
Construction work in progress 

Total Utility Plant 
Non--regulated property, plant, and equipment (Note 22) 
Accumulated depreciation (Note l(j)(i)) 

Net Property, Plant, and Equipment 

Other Assets 
Regulatory assets (Note I(e)) 
Energy risk management non-current assets (Note l(m)(i)) 
Restricted funds held in t~ust 
Other 

Total Other Assets 

Total Assets 

1)ecember 31 
2005 2004 

(dollars in thousands) 

'The accompanying notes as they relate to The Cincinnati Gas & Electric Company are an integral part of these consolidated 
financial statements. 



THE CINCINNATI GAS & EL'ECTRIC COMPANY 
CONSOLIDATED BALANCE SHEETS 

LIABILITIES AND SHAREHOLDER'S EQUITY 
December 31 

2005 2004 
(dollars in thousai~ds) 

Current Liabilities 
Accounts payable 
Accounts payable to affiliated companies 
Accrued taxes 
Accrued interest 
Notes payable and other short-term obligations (Note 7) 
Notes payable to affiliated companies (Note 7) 
Long-term debt due within one ycar 
Energy risk management current liabilities (Note I (m)(i)) 
Other 

Total Current Liabilities 

Non-Current Liabilities 
Long-term debt (Note 6) 
Deferred income taxes (Note 12) 
IJnamortized investment tax credits 
Accrued pension and other postretirement benefit costs (Note 11) 
Regulatory liabilities (Note 1 (e)) 
Energy risk management non-current liabilities (Note I (m)(i)) 
Other 

Total Non-Current Liabilities 

Commitments and Contingencies (Note 13) 

Total Liabilities 5,237,926 4,293,161 

Cumulative Preferred Stock 
Not sub.ject to mandatory redemption 

Common Stock Equity (Note 3) 
Common stock - $8.50 par value; authorized shares - 120,000,000; outstanding 

shares - 89,663,086 at December 3 1,2005 and Deccmber 71,2004 762,136 762.136 
Paid-in capital 603,249 584,176 
Retained earnings 657,254 61 0.232 
Accumulated other comprehensive loss (Note 20) (47,207) (37.83 1 ) 

Total Common Stock Equity 1,975,432 1,918.713 

Total Liabilities and Shareholder's Equity 

The accompanying notes as they relate to The Cincinnati Gas & Electric Company are an integral part of these consolidated 
financial statements. 



2003 
Beginning balance 

THE CINCINNATI GAS & ELECTRIC COMPANY 

CONSOLIDATED STATEMENTS OF CHANGES IN COMMON STOCK EQUITY 

Accumulst~d Tottll 
Other Common 

Common Paid-in Retained Comprehensive Stock 
Stock C a ~ i t a l  Earnines Income (Loss) Eouitv 

(dollars in thousands) 

Comprehensive income: 
Net income 
Other comprehensive income (loss), net of 

tax efrect of $4,321 (Note 20) 
Minimum pension liability adjustment 
Unrealized gain on investment trusts 
Cash flow hedges 

Total cornprehensive income 

Dividends on preferred stock (846 (846) 
Dividends on common stock (227,863) (227,863 ) 
Contribution from parent company for 

reallocation of' taxes 
Endirig balance 

2004 
Comprehensive income: 

Net income 256,842 256,842 
Other comprehensive income (loss), net of 

tax effect of $3,453 (Note 20) 
Minimum pension liability adjustment (9,666) (9,666) 
Cash flow hedges 4,299 4.299 

Total comprehensive income 25 1,475 

Dividends on preferred stock (845 (845 ) 
Dividends on common stock (235,758) (235,758) 
Contribution from parent company for 

reallocation of taxes (2,352) 
Ending balance $ 762,136$ 584 ,176s  610 ,232s  (37,831) $ 1,918,713 - 

2005 
Comprehensive income: 

Net income 297,953 297,953 
Other comprehensive income (loss), net 

of tax effect of $1,050 (Note 20) 
Minimum pension liability 

adjustment (13,426) (13,426) 
Cash flow hedges 4,050 4,050 

Total comprehensive income 288,577 

Dividends on preferred stock (845 (845) 
Dividends on common stock (250,086) (250,086) 
Contribution from parent company for 

reallocation of taxes 19,073 19,073 
Ending balance 9; 762,136 $ 603,249 $ 657,254 $ (47,207) $ 1,975,432 

Th@accompanying notes as they relate to The Cincinnati Gas & Electric Company are an integral part of these consolidated 
financial statements. 





THE CINCINNATI GAS & ELECTRIC COMPANY 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

2005 2004 2003 
(dollars in thousands) 

Operating Activities 
Net income 
Adjustments to reconcile net income to net cash provided by 

operating activities: 
Depreciation 
Deferred income taxes and investment tax credits - net 
Cumulative effect of changes in accounting principles, net of tax 
Change in net position of energy risk management activities 
Allowance for equity funds used during const~uction 
Regulatory asset/liability deferrals 
Regulatory asset amortization 
Accrued pension and other postretirement benefit costs 
Cost of removal 
Changes in current assets and current liabilities: 

Accounts and notes reccivable 
Fuel, emission allowances, and supplies 
Prepayments 
Accounts payable 
Accrued taxes and interest 

Other assets 
Other liabilities 

Net cash provided by operating activities 719,054 445,621 557,761 

Financing Activities 
Change in short-term debt, including net affiliate notes (65,864) 134,460 104,114 
Issuance of long-term debt - 39,361 256,198 
Redemption of long -term debt (1 10,000) (394,899) 
Dividends on preferred stock (845) (845) (846) 
Dividends on common stock (250.086) (235.758) (227,863) 

Net cash used in financing activities (316,795) (1 72,782) (263,296) 

Investing Activities 
Construction expenditures (less allowance for equity funds used 

during construction) (434,034) (299,751) (323,959) 
Withdrawal of restricted funds held in trust 37,630 - - 
Other investments (335) 59 - 
Proceeds from disposition of subsidiaries and investments - 15.165 - 

Net cash used in investing activities (396,739) (284,527) (323,959) 

Net increase (decrease) in cash and cash equivalents 5,520 (1 1,688) (29,494) 

Cash and cash equivalents at beginning of period 4,154 15.842 45.336 

Cash and cash equivalents at end of period 

supplemental Disclosure of Cash Flow Information 
Cash paid during the year for: 

Interest (net of amount capitalized) $ 98,183 $ 92,542 $ 103,339 
Income taxes $ 204,209 $ 102,502 $ 45,937 

Non-cash financing & investing activities: 
Restricted cash proceeds from the issuance of debt securities $ - $ 93,671 $ - 



The accompanying notes as they relate to The Cincinnati Gas & Electric Company are an integral part of these consolidated 
financial statements. 



THE CINCINNATI GAS & ELECTRIC COMPANY 

CONSOLIDATED STATEMENTS OF CAPITALIZATION 

(dollars in thousands) 

Long-term Debt 
CG&E 

First Mortgage Bonds: 
5.45% Series due January 1,  2024 (Pollution Control) 
5 ?h% Series due January 1,2024 (Pollution Control) 

Total First Mortgage Bonds 

Other Long-term Debt: 
Liquid Asset Notes with Coupon Exchange due October 1, 2007 

(Executed interest rate swap to fix the rate at 6.8'7% through matu~ity) 
6.40% Debentures due April 1,2008 
6.90% Debentures due June 1,2025 
5.70% Debentures due September 15, 2012, effective interest rate of 6.4'2% 
5.40% Debentures due June 15, 2033, effective interest rate of 6.90% 
5 318% Debentures due June 15,2033 
Series 2002A, Ohio Air Quality Development Revenue Refunding Bonds, due 

September 1, 2037 (Pollution Control) 
Series 2002B, Ohio Air Quality Development Revenue Refunding Bonds, due 

September 1, 2037 (Pollution Control) 
Series 2004A, Ohio Air Quality Development Revenue Bonds, due November 1, 

2039 (Pollution Control) (Note 6) 
Series 2004B, Ohio Air Quality Development Revenue Bonds, due November 1, 

2039 (Pollution Control) (Note 6) 
Series 1992A. 6.50% Collateralized Pollution Control Revenue Refunding Bonds, 

due November 15,2022 
Total Other Long-term Debt 

Unamortized Premium and Discount - Net 
Total Long-term Debt 

The Union Light, Heat and Power Company 
Other Long-term Debt 
Unamortized Premium and Discount - Net 

Total Long-term Debt 

Total Consolidated Debt 
Less: Current Portion 
Total Long-term Debt 

Cumulative Preferred Stock 
Shares 

Outstanding at Mandatory 
Partstated Value Authorized Shares December 31.2005 Series Redemption 

$ 100 6,000,000 204,849 4% 4 %% No $ 20,485 $ 20,485 

Common Stock Equity $ 1,975,432 $ 1,918,713 

Total Consolidated Capitalization 

The accompanying notes as they relate to The Cincinnati Gas & Electric Company are an integral part of these consolidated 
financial statements. 





PSI ENERGY, INC. 

AND SUBSIDIARY COMPANY 



Operating Revenues (Note i (f)) 
Electric 

PSI ENERGY, INC. 

CONSOLIDATED STATEMENTS OF INCOME 

2005 2004 2003 
(dollars in thousands) 

Operating Expenses 
Fuel, emission allowances. and purchased power 
Operation and ~naintenance 
Depreciation 
Taxes other than income taxes 

Total Operating Expenses 

Operating Income 412,692 359,348 313,997 

Miscellaneous Income - Net 
Interest Expense 

Income Before Taxes 

Income Taxes (Note 12) 

Income Before Cumulative Effect of a Change in Accounting Principle 197,795 165.002 133,875 

Cumulative effect of a change in accounting principle, net of tax 
(Note l (s)(iv)) - - (494) 

Net Income $ 197,795 $ 165,002 $ 133,381 

Preferred Dividend Requirement 

Net Income Applicable to Common Stoclc 

The accompanying notes as they relate to PSI Energy, Inc. are an integral part of these consolidated financial statements. 



PSI ENERGY, INC. 

CONSOLIDA'rED BALANCE SHEETS 

ASSETS 
December 31 

2005 2004 
(dollars in thousands) 

Current Assets 
Cash and cash equivalents 
Restricted deposits 
Notes receivable from affiliated companies 
Accounts receivable less accumulated provision for doubtful accounts of $137 at 

December 3 1,2005, and $17 1 at December 3 1.2004 (Note 5(c)) 
Accounts receivable from affiliated companies 
Fuel, ernissio~~ allowances, and supplies (Note l(i)) 
Prepayments and other 

Total Current Assets 

Property, Plant, and Equipment - at Cost 
Utility plant in service (Note 21) 
Construction work in progress 

Total Utility Plant 
Accumulated depreciation (Note l(j)(i)) 

Net Property, Plant, and Equipment (Note 21) 

Other Assets 
Regulatory assets (Note I (e)) 
Other investments 
Restricted funds held in trust 
Other 

Total Other Assets 

Total Assets 

The accompanying notes as they relate to PSI Energy, Inc. are an integral part of these consolidated financial statements. 



PSI ENERGY, INC. 
CONSOLIDATED BALANCE SHEETS 

LIABILITIES AND SHAREHOLDER'S EQIJITY 

Current Liabilities 
Accounts payable 
Accounts payable to affiliated companies 
Accrucd taxes 
Accrued interest 
Notes payablc and other short-term obligations (Note 77 
Notes payable to affiliated companies (Note 7) 
Long-term debt due within one year 
Othcr 

Total Current Liabilities 

Non-Current Liabilities 
I.,ong-term debt (Notc 6) 
DePerred income taxes (Note 12) 
Unamortized investment tax credits 
Accrued pension and other postretirelnent benefit costs (Note 11) 
Regulatory liabilities (Note I (e)) 
Other 

Total Non-Current Liabilities 

Commitments and Contingencies (Note 13) 

Total Liabilities 

Cumulative Preferred Stock 
Not subject Lo mandatory redemption 

Common Stock Equity (Notc 3) 
Common stock -- without par value: $01 stated value: authorized shares - 60,000,000; 

outstanding shares - 53.913,701 at December 31,2005 and December 31,2004 
Paid-in capital 
Retained earnings 
Accumulated other comprchensivc loss (Note 20) 

Total Common Stock Equity 

Total Liabilities and Shareholder's Equity 

December 31 
2005 2004 

(dollars in thousands) 

The accompanying notes as they relate to PSI Energy, Inc. are an integral part of these consolidated financial statements. 



2003 
Beginning balance 

PSI ENERGY, INC. 

CONSOLIDATED STATEMENTS OF CHANGES IN COMMON STOCK EQUITY 

Accumulated Total 
Other Common 

Common Paid-in Retained Comprehensive Stock 
Stock Capital Earnines Income (Loss) Enuitv 

(dollars in thousands) 

Cornprehensivc income: 
Net income 
Other comprehensive income (loss), net of 

tax eff'ect of $3,645 (Note 20) 
Minimum pension liability ad-justrnent 
Unrealized gain on investment trusts 

Total comprehensive income 

Dividends on preferred stock 
Dividends on common stock 
Contribution from parent company - equity 
infusion 
Contribution from parent company for reallocation 

of taxes 
Ending balance 

2004 
Comprehensive income: 

Net income 165,002 165,002 
Other comprehensive income (loss), net of 

tax effect of $7,350 (Note 20) 
Minimum pension liability adjustment (1 2,597) (12,597) 
Unrealized gain on investment trusts 2,041 2.041 

Total comprehensive income 154,446 

Dividends on preferred stock 
Dividends on common stock 
Contribution from parent company for reallocation 

of taxes 
Ending balance 

2005 
Comprehensive income: 

Net income 
Other comprehensive income (loss), net of 

tax effect of $2,196 (Note 20) 
Minimum pension liability adjustment 
Unrealized gain on investment trusts 
Cash flow hedges 

Total comprehensive income 

Dividends on preferred stock (1,975) (1,975) 
Dividends on common stock (126,245) (126,245) 
Contribution from parent -equity infusion 200,000 200,000 
Contribution from parent company for 

reallocation of taxes 14,673 14,673 
Ending balance $ 539 $ 840.692 $1,148,192 $ (27,460) $ 1,961.963 

The accompanying notes as they relate to PSI Energy, Inc. are an integral part of these consolidated financial statements. 





PSI ENERGY, INC. 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

Operating Activities 
Net incomc 
Adjustments to reconcile net income to net cash provided by 

operating activities: 
Depreciation 
Cumulative effect of a change in accounting principle, net of 

tax 
Defcrrcd income taxes and investment tax credits - net 
Allowance for equity funds used during construction 
Regulatory assetlliability deferrals 
Rcgulatory asset amortization 
Accrued pension and other postretirement benefit costs 
Cost of removal 
Changes in current assets and current liabilities: 

Accounts and notes receivable 
Fuel, emission allowances, and supplies 
Prepayments 
Accounts payable 

. Accrued taxes and interest 
Other assets 
Other liabilities 

2005 2004 2003 
(dollars in thousands) 

Net cash provided by operating activities 105,488 483,463 246,735 

Financing Activities 
Change in short-term debt, including net affiliate notes 119,132 (57,866) 15,542 
Issuance of long-term debt 393,962 - 43 1,968 
Redemption of long-term debt (131,166) (1,100) (460,903 ) 
Contribution from parent 200,000 -- 200,000 
Retirement of pref'e~xed stock (31,075) - - 
Dividends on preferred stock (1,974) (2,587) (2,587) 
Dividends on common stock (126,245) (102.588) (93.950) 

Net cash provided by (used in) financing activities 422,634 (164,141) 90,070 

Investing Activities 
Construction expenditures (less allowance for equity funds used 

during construction) (532,520) (337,208) (330,362) 
Withdrawal of restricted funds held in trust 126,541 25,273 - 
Other investments (101,077) (3,158) (1,885) 

Net cash used in investing activities (507,056) (3 15,093) (332,247) 

Net increase in cash and cash equivalents 21,066 4,229 4,558 

Cash and cash equivalents at beginning of period 10,794 6.565 2.007 

Cash and cash equivalents at end of period $ 31,860 $ 10.794 $ 6.565 

Supplemental Disclosure of Cash Flow Information 
Cash paid during the year for: I 

Interest (net of amount capitalized) $ 112,774 $ 101,275 $ 95,733 
Income taxes $ 183,127 $ 60,353 $ 65,564 

Non-cash financing & investing activities: 
Restricted cash proceeds from the issuance of debt securities $ 99,725 $ 208,600 $ 80,339 



The accompanying notes as they relate to PSI Energy, Inc. are an integral part of these consolidated financial statements. 



psi energy, inc. 

consolidated statements of capitalization 

Decemher 31 
2005 2004 

(dollars in thousands) 
Long-term Debt 

First Mortgage Bonds: 
Series ZZ, 5 3/4% due Feb~uary 15,2028 (Pollution Control) 
Series AAA, 7 'I8% due February 1,2024 
Series BBB, 8.0% due July 15,2009 
Series CCC, 8.85% due January 15,2022 
Series DDD, 8.3 1 % due September 1,2032 
Series EEE, 6.65% due June 15,2006 

Total First Mortgage Bonds 

Secured Medium-term Notes: 
Series A, 8.55% to 8.5'7% as of December 31,2005 and 2004, respectively. 

Due December 27,201 1. 7,500 
Seiies B, 6.37% to 8.24%, due August 15,2008 to August 22,2022 

(Series A and B, 7.255% weighted average interest rate as of December 31,2005 
and 2004. 8.1 and 9.1 year weighted average remaining life at December 3 1, 
2005 and 2004, respectively) 70.000 

Total Secured Medium--term Notes 77,500 

Other Long-term Debt: 
Indiana Development Finance Authority (IDFA) Environmental Refunding Revenue 

Bonds, due May 1,2035 44,025 
IDFA Environmental Refunding Revenue Bonds, due April 1,2022 10,000 
6.35% Debentures due November 15,2006 50 
6.50% Synthetic Putable Yield Securities due August 1,2026 - 
7.25% Junior Maturing Principal Securities due March 15,2028 2,658 
6.00% Rural Utilities Service Obligation payable in annual installments 78,722 
6.52% Senior Notes due March 15,2009 97,342 
7.85% Debentures due October 15, 2007 265,000 
5.00% Debentures due September 15,2013 400,000 
6.12% Debentures due October 15,2035 350,000 
Series 2002A, IDFA Environmental Refunding Revenue Bonds, due March 1,2031 23,000 
Series 2002B, IDFA Environmental Refunding Revenue Bonds, due March 1,2019 24,600 
Series 2003, IDFA Environmental Refunding Revenue Bonds, due April 1,2022 35,000 
Series 2004B, IDFA Environmental Revenue Bonds, due December 1,2039 (Note 6) 77,125 
Series 2004C, IDFA Environmental Revenue Bonds, due December 1,2039 (Note 6) 77,125 
Series 2005A, Indiana Finance Authority (IFA), Environmental Revenue Refunding 

Bonds, 4.50% fixed rate, due July 1, 2035 50,000 
Series 2005C, IFA, Environmental Revenue Bonds, variable rate, due October 1, 2040 50,000 

Total Other Long-term Debt 1,584,647 

Unamortized Premium and Discount - Net (9,262) (9.814) 
Total Consolidated Long-term Debt $ 2,193,605 $ 1,874,219 
Less: Current Portion 325,050 50.000 
Total Long-term Debt $ 1,868,555 $ 1,824,219 

Cumulative Preferred Stock 
Shares 

ParIStated Authorized Outstanding at Mandatory 
Value Shares December 31,2005 Series Redemption 

$ 100 (Note 4) 5,000,000 36,695 3 ?4% No $ 3,669 $ 34,744 
$ 25 5,000,000 303,544 4.16% - 4.32% NO 7,589 7.589 

Total Preferred Stock $ 11,258 $ 42,333 



Cornmon Stock Equity $ 1,961,963 $ 1,681,198 
Total Consolidated Capitalization 9; 3,841,776 $ 3.547.750 

The accompanying notes as they relate to PSI Energy, Inc. are an integral part of these consolidated financial statements. 
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THE UNION LIGHT, HEAT 

AND POWER COMPANY 



THE UNION LIGHT, HEAT AND POWER COMPANY 

STATEMENTS OF INCOME 

Operating Revenues (Note I (f)) 
Electric 
Gas 

Total Operating Revenues 

2005 2004 2003 
(dollars in thousands) 

Operating Expenses 
Electricity purchased Trom parcnl dornpany for rcsalc (Note 1 (u)(ii)) 168,158 162.497 154,572 
Gas purchased 100,663 79,278 69,774 
Operation and main~enance 67,292 55.810 53,704 
Depreciation 20,625 20,034 .18,315 
Taxes other than income taxes 4,955 3.544 4.412 

Total Operating Expenses 361,693 321,163 300,777 

Operating Income 26,434 33,380 3 1.376 

Miscellaneous Income - Net 
Interest Expense 

Income Before Taxes 22,478 29,014 28,810 

Income Taxes (Note 12) 7,833 10.376 9.78 1 

Vet Income $ 14,645 $ 18.638 $ 19.029 

The accompanying notes as they relate to The Union Light, Heat and Power Company are an integral part of these financial 
statements. 



THE UNION LIGHT, HEAT AND POWER COMPANY 

BALANCE SHEETS 

ASSETS 
December 31 

2005 2004 
(dollars in thousands) 

Current Assets 
Cash and cash equivalents 
Notes receivable from affiliated companies 
Accounts receivable less accumulated provision lor doubtful accounts of $1 62 at December 

3 1,2005, and $13 at December 3 1,2004 (Note 5(c)) 
Accounts receivable from affiliated companies 
Inventory and supplies 
Prepayments and other 

Total Current Assets 

Property, Plant, and Equipment - at Cost 
Utility plant in service (Note 22) 

Electric 
Gas 
Common 

Total Utility Plant In Service 
Construction work in progress 

Total Utility Plant 
Accumulated depreciation (Note l(j)(i)) 

Net Property, Plant, and Equipment (Note 22) 

Other Assets 
Regulatory assets (Note l(e)) 
Other 

Total Other Assets 

Total Assets 

The accompanying notes as they relate to The Union Light, Heat and Power Company are an integral part of these financial 
statements. 



THE UNION LIGHT, HEAT AND POWER COMPANY 

BALANCE SHEETS 

L,IABIL,ITIES AND SHAREHOLDER'S EQUITY 
Ilecember 31 

2005 2004 
(dollars in thousands) 

Current Liabilities 
Accounts payable 
Accounts payable to alTiliated companies 
Accrued interest 
Notes payable to affiliated companies (Note 7) 
Other 

Total Current Liabilities 

Non-Current Liabilities 
L,ong-term debt (Note 6) 
Delcrrcd income taxes (Note 12) 
IJnamortized investment tax crcdits 
Accrued pension and other postretirement benefit costs (Note 11) 
Regulatory liabilities (Note 1 (e)) 
Other 

Total Non-Current Liabilities 

Commitments and Contingencies (Note 13) 

Total Liabilities 321,755 275,154 

Common Stock Equity (Note 3) 
Common stock -- $15.00 par value; authorized shares - 1,000,000; outstanding shares - 

585.333 at December 3 1,2005 and December 3 1,2004 8,780 8,780 
Paid-in capital 23,760 23,455 
Retained earnings 166,242 161.562 
Accumulated other comprehensive loss (2.323) (1.286) 

Total Common Stock Equity 196,459 192,5 1 1 

Total Liabilities and Shareholder's Equity 

The accompanying notes as they relate to The Union Light, Heat and Power Company are an integral part of these financial 
statements. 



2003 
Beginning balance 

THE UNION LIGHT, HEAT AND POWER COMPANY 

STA'I'EMENTS OF CHANGES IN COMMON STOCK EQUITY 

Accumulated Total 
Other Common 

Common Paid-in Retained Comprehensive Stock 
Stock Canital Earninas Loss Enuitv 

(dollars in thousands) 

Comprehensive income: 
Net income 
Other comprehensive loss, net of tax effect of $291 

Minimum pension liability adjustment 
Total comprehensive income 

Dividends on common stock (6,305) (6,305 
Contribution from parent company for reallocation of 

taxes 
Ending balance $ 8,780 $ 23,541 $ 157,524 $ (489) $ 189,356 

2004 
Comprehensive income: 

Net income 
Other comprehensive loss, net of tax effect of $539 

Minimum pension liability ad-justment 
Total conlprehensive income 

Dividends on common stock 
Contribution from parent company for reallocation of 

taxes 
Ending balance $ 8,780 $ 23,455 $ 161,562 $ (1,286) $ 192,511 

2005 
Comprehensive income: 

Net incom 
Other comprehensive loss, net of tax effect of 

$608 
Minimum pension liability adjustment 

Total comprehensive income 

Dividends on common stock 
Contribution from parent company for 

reallocation of taxes 305 
Ending balance $ 8,780 $ 23,760 

The accompanying notes as they relate to The Union Light, Heat and Power Company are an integral part of these financial 
statements. 



THE IJNION LIGHT, HEAT AND POWER COMPANY 

STATEMENTS O F  CASH FLOWS 

Operating Activities 
Net income 
Adjustments to reconcile net income to net cash provided by operating 

activities: 
Depreciation 
Deferred income taxes and investment tax credits - net 
Allowance for equity funds used during construction 
Regulatory asset/liability deferrals 
Regulatory asset amortization 
Accrued pension and other postretirement benefit costs 
Cost of removal 
Changes in current assets and current liabilities: 

Accounts and notes receivable 
Inventory and supplies 
Prepay mcnts 
Accounts payable 
Accrued taxes and interest 

Other assets 
Other liabilities 

Net cash provided by operating activities 

Financing Activities 
Change in short-term debt. including net affiliate notes 
Issuance of long-term debt 
Redemption of long-term debt 
Dividends on common stock 

Net cash provided by (used in) financing activities 

Investing Activities 
Construction expenditures (less allowance for equity funds used during 

construction) 

Net cash used in investing activities 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents at  beginning of period 

Cash and cash equivalents at  end of period 

Supplemental Disclosure of Cash Flow Information 
Cash paid during the year for: 

Interest (net of amount capitalized) 
Income taxes 

2005 2004 2003 
(dollars in thousands) 

The accompanying notes as they relate to The Union Light, Heat and Power Company are an integral part of these financial 
statements. 



THE UNION LIGHT, HEAT AND POWER COMPANY 

STATEMENTS OF CAPITALIZATION 

December 31 
2005 2004 

(dollars in thousands) 

Long-term Debt 

Other Long-term Debt: 
6.50% Debentures due April 30, 2008 
7.65% Debentures due July 15.2025 
7.875% Debentures due September 15, 2009 
5.00% Debentures due Decembcr 15,2014 

Total Other Long-term Debt 

Unamortized Premium and Discount - Net 
Total Long-term Debt 

Common Stock Equity $ 196,459 $ 192,511 

Total Capitalization $ 290,868 9; 286.851 

The accompanying notes as they relate to The Union Light, Heat and Power Company are an integral part of these financial 
statements. 



INDEX 

NOTES TO CONDENSED FINANCIAL STATEMENTS 

Note 
Number 

Organization and Summa~v ol Sieniiicant Account~nr! Policies 

Pendine Mercer 

Common Stock 

C~~mulalivc Prelcrrcd Stock 

Variable Inte~cst Entitics 

Long-term Debt 

Notes Payable and Other S11oi-t-term Ohlieations 

1,cases 

Financial Instruments 

Notes Receivables 

Pension and Other Postretirement Benelits 

Income Taxes 

Commitments and Contin~rencie% 

Jointlv-Owned Plant 

Quarterlv Financial Data (unaudited) 

Discontinued Onerations 

Investment Activity 

Financial Information bv Business Segment 

Earnings Per Co~n~non Share 

Comnrehensive Income 

Acauisition of Wheatland Generatin2 Assets 

Subseauent Event 



NOTES TO FINANCIAL STATEMENTS 

NOTES TO FINANCIAL STATEMENTS 

In this report Cinergy (which includes Cinergy Corp. and all of our regulated and non-regulated subsidiaries) is, at times, ref'erred to 
in the first person as "we," "our," or "us." In addition, when discussing Cinergy's financial information, i t  necessarily includes the 
results of The Cincinnati Gas & Electric Company (CG&E). PSI Energy, Inc. (PSI), 'The Union Light. Heat and Power Cornpany 
(ULH&P) and all of Cinergy's other consolidated subsidiaries. When discussing CG&E's financial information, it necessarily 
includes the results of ULH&P and all of CG&E's other consolidated subsidiaries. 

1. Organization and Summary of Significant Accounting Policies 

(a) Perlditlg Merger 

On May 8.2005, Cinergy Corp. entered into an agleement and plan of merger with Duke Energy Corporation (Duke), a North 
Carolina corporation, whereby Cinergy Corp. will be merged with Duke. Under the merger agreement, each share of Cinergy Corp. 
common stock will be converted into 1.56 shares ot common stock of the newly formed company, Duke Energy Holding Corp. (Duke 
Energy Holding). 

The merger agreement has been approved by both companies' Boards of Directors. Consummation of the merger is subject to 
customary conditions, including, among others, the approval of the shareholders of both companies and the approvals of various 
regulatory authorities. See Note 2 for further information regarding the pending merger. 

(b) Nature of Operatiorls 

Cinergy Corp., a Delaware corporation organized in 1993, owns all outstanding common stock of CG&E and PSI, both of which are 
public utilities, as well as Cinergy Investments, Inc. (Investments), its non-regulated investment holding company. 

CG&E, an Ohio corporation organized in 1837, is a combination electric and gas public utility company that provides service in the 
southwestern portion of Ohio and, through ULH&P, in nearby areas of Kentucky. CG&E is responsible for the majority of our 
power marketing and trading activity. CG&E's principal subsidiary, ULH&P, a Kentucky corporation organized in 1901, provides 
electric and gas service in northern Kentucky. 

PSI, an Indiana corporation organized in 1942, is a vertically integrated and regulated electric utility that provides service in north 
central, central, and southern Indiana. 

The following table presents further information related to the operations of our domestic utility companies CG&E, PSI, and 
ULH&P (our utility operating companies): 

Principal Line(s) of Business 

CG&E and o Generation, transmission, and distribution of 
subsidiaries electricity 



Sale andlor transportation of natural gas 

PSI 

0 Electric comlnodity marketing and trading 
operations 

o Generation, transmission, and distribution of 
electricity 

UL,H&P( I ) 0 Transmission and distribution of electricity 

o Sale and transportation of natural gas 

( I )  See Note 22 for further discussion of the transfer of certain generation 
assets in January 2006. Following the transfer, UL,H&P has generation as a 
principal line of business. 



The following table presents further information related to the operations of our other principal subsidiaries, Cinergy Services, Inc 
(Services) and Investments: 

Principal Services and 
Line(s) of Business 

Services( 1) a Administrative services 
E Management services 
E Support services 

Investments a Cogeneration and energy efficiency investments 
Natural gas marketing and trading operations(2) 

(1) Services piovides the noted services to our subsidiaries. 
(2) Natural gas marketing and trading operations are primarily conducted 

through Cinergy Marketing & Trading, LP (Marketing & Trading), one of 
its subsidiaries. 

We conduct operations through our subsidiaries and manage our businesses through the following thee reportable segments: 

Regulated Business Unit (Regulated); 

Commercial Business Unit (Commercial); and 

Power Technology and Infrastructure Services Business Unit (Power Technology and Infrastructure). 

See Note 18 for further discussion of' our reportable segments. 

(c) Repeal of the Public Utility Holding Conzparzy Act of 1935 (PUHCA 1935) and Esmblishnzer~t oj the Federal Energy 
Regulatory Conzrnissiorz (FERC) Public Utility Holdirzg Conlpaizy Act of 2005 (PUHCA 2005) 

Because Cinergy is a utility holding company, we are registered with the Securities and Exchange Commission (SEC) and were 
subject to regulation under the PUHCA 1935. The Energy Policy Act of 2005, among other provisions, repealed the PUHCA 1935 
and replaced it with the PUHCA 2005, under the jurisdiction of the FERC, effective February 8,2006. The net effect of these 
legislative changes was to abolish the regulatory regime imposed under the PUHCA 1935, while at the same time, enhancing the 
FERC's authority over books and records of holding companies, in order to assist the FERC and state utility regulators in protecting 
customers of regulated utilities. In December 2005, the FERC adopted final rules further implementing the provisions of the PUHCA 
2005. Among other things, these rules impose certain limited filing and reporting obligations on holding companies such as Cinergy. 
At this time, it is too early to predict the overall impact that the Energy Policy Act of 2005 will have on our financial position or 
results of' operations. 

(dl Presentatioiz 

Management makes estimates and assunlptions when preparing financial statements under generally accepted accounting principles 
(GAAP). Actual results could differ, as these estimates and assumptions involve judgment about future events or performance. These 
estimates and assumptions affect various matters, including: 



the reported amounts of assets and liabilities in our Balance Sheets at the dates of the financial statements; 

the disclosure of contingent assets and liabilities at the dates OF the financial statements; and 

the reported amounts of revenues and cxpcnses in our Statements of Incoine during the reporting periods. 

We have restated certain p~ior-year amounts in Cinergy's financial statements, including cash flows to reflcct the iinpact of 
discontinucd operations in 2005. For a further discussion 01 discontinued operations, see Note 16. Additionally, we have reclassificd 
certain prior-year amounts in the financial statements 01" Cinergy. CG&E, PSI, and ULH&P to conform to current presentation. 



We use three different methods to report investments in  subsidiaries or other companies: the consolidation method; the equity method: 
and the cost method. 

( i )  Co~~solidntior~ Method 

For traditional operating entities, we use the consolidation method when we own a majority of the voting stock of or have the ability to 
control a subsidialy. For variable interest entities (VIE) (discussed further i n  Note 5), we use the consolidation method when we 
anticipate absorbing a majority of the losses or rccciving a majority of the returns of an entity, should they occur. We eliminate all 
significant intercompany transactions when we consolidate these accounts Our consolidated financial statements include the accounts 
of Cinergy, CC&E, and PSI, and their wholly-owned subsidiaries. 

(i i)  Equity Method 

We use the equity method to report investments, joint ventules, partnerships, subsidiaries, and affiliated companies in which we do not 
have cont~ol, but have the ability to exercise influence over operating and financial policies (gene~ally, 20 peicent to 50 percent 
ownership). Unde~ the equity method we report: 

our investment in the entity as Irzvestmenrs in zirzconsolidated subsidiaries in our Balance Sheets; and 

our percentage share of the earnings from the entity as Equity irl ear.nirzgs of urzcorlsolidated subsidiaries in our 
Statements of Income. 

(iii) Cost Method 

We use the cost method to report investments, joint ventures, partnerships, subsidiaries, and affiliated companies in which we do not 
have control and are unable to exercise significant influence over operating and financial policies (generally, up to 20 percent 
ownership). Under the cost method, we report our investments in the entity as Other ir~vestnzerzts in our Balance Sheets. 

(el Regulation 

Our utility operating companies and certain of our non-utility subsidiaries must comply with the rules prescribed by the SEC under 
the PUHCA 1935, through February 8, 2006. The PUHCA 1935 was replaced with the PUHCA 2005, under the FERC's jurisdiction, 
as previously discussed in (c). Our utility operating companies must also comply with the other rules prescribed by the FERC and the 
applicable state utility con~missior~s of Ohio, Indiana, and Kentucky. 

Our utility operating companies use the same accounting policies and practices for financial reporting purposes as non-regulated 
companies under GAAP. However, sometimes actions by the FERC and the state utility commissions result in accountirlg treatment 
different from that used by non-regulated companies. When this occurs, we apply the provisions of Financial Accounting Standards 
Board (FASB) Statement of Financial Accounting Standards (SFAS) No. 71, Accourlting for the Effects oj Certain Types of 
Regulation (Statement 71). In accordance with Statement 71, we record regulatory assets and liabilities (expenses deferred for future 
recovery from customers or amounts provided in current rates to cover costs to be incurred in the future, respectively) on our Balancc 
Sheets. 

The state of Ohio passed comprehensive electric deregulation legislation in 1999, and in 2000, the Public Utilities Commission of 
Ohio (PUCO) approved a stipulation agreement relating to CG&E's transition plan creating a Regulatory Transition Charge (RTC) 



designed to recover CG&E's generation-related regulatory assets and transition costs over a ten-year period beginning January 1 ,  
2001. Accordingly, application of Statement 71 was discontinued for the generation portion of CG&E's business. 
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In November 2004, the PUCO approved CG&E's Electric Rate Stabilization Plan (RSP) which expires December 31, 2008. The 
features of the RSP were applied to non-residential customers beginning January 1,2005 and January 1, 2006 for residential 
customers. The major features of the RSP arc: 

0 A Provider of Last Resort (POLR) charge which consists of: 

An Annually Ad.justed Component intended to provide cost recovery primarily for environmental compliance 
expenditures; 

An Infrastructure Maintenance Fund charge intended to compensate CG&E for committing its physical 
capacity; and 

0 A System ~ c l i a b i i i t ~  Tracker intended to provide actual cost recoveIy for capacity purchases, pu~chased power. 
reserve capacity, and related market costs for purchases to meet capacity needs. 

Generation rates and fuel recovery which consists of the establishment of market rates for generation service and.a fuel 
cost recovery mechanism. See Note 13(b)(iii) for more information; and 

'Transmission cost recovery which pe~mits CG&E to recover Midwest Independent Transmission System Operator, Inc. 
(Midwest ISO) charges, all FERC approved transmission costs, and all congestion costs allocable to retail ratepayers that 
receive services from CG&E. 

Excluding CG&E's deregulated generation-related assets and liabilities, as of December 3 1, 2005, CG&E, PSI, and ULH&P 
continue to meet the criteria to apply Statement 71. If Indiana or Kentucky were to implement deregulation legislation, the application 
of Statement 71 would need to be reviewed. Based on our utility operating companies' current regulatory orders and the regulatory 
environment in which they currently operate, the recovery of regulatory assets recognized in the accompanying Balance Sheets, as of 
December 31, 2005, is probable. For a further discussion of CG&E's regulatory developments, see Note 13(b)(iii). For a further 
discussion of PSI'S regulatory developments, see Notes 13(b)(i) and 13(b)(ii). 



Our regulatory assets, liabilities. and amounts authorized for recovery through regulatory orders at December 3 1,2005 and 2004, were 
as follows: 

2005 2004 
CG&E(l) I'SI Cinergy CG&E(l) PSI Cinergg 

(in millions) 

Regulatory assets 

Amounts due from customers - income taxes(2) 
Gasification services agreement buyout costs(3)(4) 
Post-in-service carrying costs and deferred 

operating expenses(4)(5) 
Deferred merger costs 
Unamortized costs of reacquiring debt 
RTC recoverable assets(4)(6) 
Capital-related distribution costs(7) 
Deferred fuel costs(8) 
Deferred Midwest IS0 costs(8) 
Other 

Total Regulatory assets $ 556 $ 514 $ 1,070 $ 609 $ 421 9; 1,030 

Total Regulatory assets authorized for 
recovcry(9) $ 554 $ 465 $ 1,019 $ 602 $ 378 $ 980 

Regulatory liabilities 

Accrued cost of removal(l0) 
Deferred fuel costs 

Total Regulatory liabilities 

Includes $8 million at December 31, 2005, and $10 million at December 31,2004. related to IJL,H&P's regulatory assets. 
Of these amounts, $6 million at December 3 1,2005, and $9 million at December 3 1,2004, have been authorized for 
recovery. Includes $(29) million and $(30) million of regulatory liabilities at December 31,2005 and 2004, respectively, 
related to ULH&P. 
The various regulatory commissions oversceing the regulated business operations of our utility operating companies 
regulate income tax provisions reflected in customer rates. In accordance with the provisions of Statement 71. we have 
recorded net regulatory assets for CG&E, PSI, and UL,H&P. 
PSI reached an agreement with Dynegy, Inc. to purchase the remainder of its 25-year contract for coal gasification 
services. In accordarice with an order from the Indiana TJtility Regulatory Commission (ITJRC), PSI began recovering this 
asset over an 18-year period that commenced upon the termination of the gas services agieement in 2000. 
Regulatory assets earning a return at December 3 1, 2005. 
For PSI, this amount includes $35 million that is authorized for recovery but is not earning a return and $42 million that is 
not yet authorized for recovery and is not earning a return at December 31,2005. 
In August 2000, CG&E's deregulation transition plan was approved. Effective January 1, 2001, a RTC went into effect 
and provides for recovery of all then existing generation-related regulatory assets and various transition costs over a 
ten-year period. Because a separate charge provides tor recovery, these assets were aggregated and are included as a 
single amount in this presentation. The classification of all transmission and distribution related regulatory assets has 
remained the same. 
In November 2004, CG&E's RSP was approved by the PUCO. CG&E had the ability to defer certain capital-related 
distribution costs from July 1, 2004 through December 31, 2005 with recovery from non-residential customers to be 
provided through a rider from January 1,2006 through December 31,2010. 
Represents authorized recoverable expenses andlor returnable revenues that will be billed and collected or returned at a 
future date, in connection with PSI'S fuel cost recovery mechanism and Midwest IS0 cost recovery mechanism. 
At December 31,2005, these amounts were being recovered through rates charged to customers over remaining periods 
ranging from 1 to 60 years for CG&E, 1 to 36 years for PSI, and 1 to 15 years for ULH&P. 
Represents amounts received for anticipated future removal and retirement costs of regulated property, plant, and 
equipment that do not represent legal obligations pursuant to SFAS No. 143, Accountirzg,forAsset Retireinerlt Obligatiorls 



(Statement 143). See Note l(1) for a further discussion of Statement 143 

Reverzue Recogrlitiorl 

( i )  Utilitji Revenues 

Our utility operaling companies recold Oper-atirlg Re~~erzues for electric and gas service when delivered to customers. Customers are billed throughout the 
month as both gas and electric meters are lead. We recognize revenues for retail energy sales that have not yet been billed, but where gas or electricity has been 
consumed. This is termed "unbilled revenues" and is a widely recognized and accepted practice for utilities. In making our estimates of unbilled revenues. we 
use systems that consider various h c t o ~ s ,  including weather, in oul. calculation ol'retail customer consumption at the end of each month. Given the use of these 
systems and the fact that customers are billed monthly, we believe it is unlikely that materially different results will occur in luture periods when these amounts 
are subsequently billed. 



Unbilled revenues for Cinergy, CG&E, PSI, and IJLH&P as of December 31,2005,2004, and 2003 were as follows: 

Cinergy 
CG&E and subsidiaries 
PSI 
ULH&P 

2005 2004 2003 
(in millions) 

$ 227 $ 203 $ 1-76 
150 129 112 
77 74 64 
27 23 20 

(i i)  Erlergy Marketing and TI adiizg  revalue^ 

We market and trade electricity, natural gas, and other energy-related products Many of the contracts associated with these products 
qualify as derivatives in accordance with SFAS No. 133, Accoui1ting for Derivative Ir1~rruments arzd Hedgirlg Activities (Statement 
133), Iltrthcr discussed in (m)( i ) .  We designate derivative transactions as either trading or non-trading at the time they are originated 
in accordance with Emerging Issues Task Force (EITF) Issue 02-3, Issues Iiivolved in Accourztiizg~for Der-ivative Contracts Held for 
Trading Purl?oses arzd Cor~tracts Irzvolvecl in Ellerg)] Trading arid R i ~ k  Marzagerizerlt Activitie~ (EITF 02-3). 

1. Net Reporting 

Nct reporting requires presentation of realized and unrealized gains and losses on trading derivatives on a net basis in Operating 
Reverzues pursuant to the requirements of EITF 02-3, regardless of whether the transactions were settled physically. Energy 
derivatives involving frequent buying and selling with the objective of generating profits from differences in price are classified as 
trading and reported net. 

2. Gross Reporting 

Gross reporting requires presentation of sales contracts in Operating Reverzues and purchase contracts in Fuel, en7issiorz allotvances, 
arid purchased potver expense or Gas purchased expcnse. Non-trading derivatives typically involve physical delivery of the 
underlying commodity and are therefore generally presented on a gross basis. 

Derivatives are classified as non-trading only when (a) the contracts involve the purchase of gas or electricity to serve our native load 
requirements (end-use customers within our utility operating companies' franchise service territories), or (b) the contracts involve the 
sale of gas or electricity and we have the interit and projected ability to fulfill the majority of the obligations from company-owned 
assets, which generally is limited to the sale of generation to third parties when it is not required to meet native load requirements. 

(iii) Otlzer Operatirzg Reveizues 

Cinergy and CG&E recognize revenue from coal origination, which represents marketing of physical coal. These revenues are 
included in Otlzer Operating Reverzues on the Statements of Income. Other Operating Reverzues for Cinergy also includes sales of 
synthetic fuel. 

(g) Erzergy Purchases and Fuel Costs 

The expenses associated with electric and gas services include: 



0 fuel used to generate electricity and the associated transpoltation costs; 

costs of emission allowances; 

0 electricity purchased from others; and 

@ natural gas purchased from others and the associated transportation costs. 



These expcnscs are shown in tlic Statcmcnts of Income of Cinergy, CG&E, and PSI as Fuel, eii7issiorl allolcm17ces, arzrlpzr~hnsed 
po~ser expcnse and Gas purchased expense. These expenses arc shown in IJL,H&P's Statements of Income as electric it)^ purchased 
froiii parent coii7pnn)l for resale expense and Gas puxhased expense. 

PSI utilizes a cost tracking rccovery mechanism (commonly referred to as a fuel adjustment clause) that recovers retail and a portion 
of its wholesale fuel costs from customers. Indiana law limits the amount of fuel costs that PSI can recover to an amount that will not 
result in earning a return in excess of that allowed by the IURC. The fuel adjustment clause is calculated based on the estimated cost 
ol fuel in the next three-month pe~iod. and is trued up after actual costs are known. PSI records any under-recovery or 
over-rccovery resulting Ssom the differences between estimated and actual costs as a regulatory asset or liability until it is billed or 
refunded to its customers, at which point it is adjusted through fuel expense. 

In addition to the fuel adjustment clause, PSI utilizes a purchased power tracking mechanisin approved by the IU17C lor the recovery ol costs related to 
ccilain specilied purchases of power necessaiy to meet native load peak demand requileinents to the extent such costs are not recovered through the existing fuel 
adjustnient clause. 

As part of the PUCO's November 2004 approval of CG&E's RSP, a cost tracking rccovery mechariisrn was established to recover 
costs of retail fuel and emission allowances that exceed the amount originally included in the rates frozen in the CG&E transition 
plan. This mechanism was effective January 1, 2005 for non-residential customers and January 1, 2006 for residential customers. 
CG&E began utilizing a tracking mechanism approved by the PUCO for the recovery of system reliability capacity costs related to 
certain specified purchases of power. This mechanism was cffective January 1, 2005 lor non-residential customers and January 1, 
2006 lor residential customers. Because CG&E does not apply Statement 71 to its generation operations, differences between fuel 
costs billed and costs incurred are not recorded as regulatory assets or liabilities. 

(h) Cask aizd Caslz Equivalents 

We define Cash a id  cash equivalerzts on our Balance Sheets and Statements of Cash Flows as invest~nents with maturities of three 
months or less when acquired. 

(i) Fuel, Einission Allowaizces, and S~ipplies 

We maintain coal inventories for use in the production of electricity, emission allowances inventories for regulatory compliance 
purposes due to the production of electricity, and gas inventories both as part of Investments' trading business as well as for CG&E's 
gas distribution business. These inventories are accounted for at the lower of cost or market, with cost being determined using the 
weighted-average method. 

Materials and supplies inventory is accounted for on a weighted-average cost basis. 

ti Property, Plant, and Eqiiiprizerzt 

Property, Plant, arzd Equipnzenr includes the utility and non-regulated business property and equipment that is in use, being held for 
future use, or under construction. We report our Property, Plant, aizd Equipmerzt at its original cost, which includes: 

materials; 

contractor fees; 



9 salaries; 

0 payroll taxes; 

9 fringe benefits; 

0 financing costs of funds used du~ing construction (described in (ii) and (iii)); and 

other miscellaneous amounts. 

We capitalize costs for. regulated property, plant, and equipment that are associated with the replacement 01. the addition of equipment 
that is considered a property unit. Propesty units are intended to describe an item or group of 



items. The cost ol normal repairs and maintenance is expensed as incurred. On an annual basis, we perform major pre-planned 
maintenance activities on our generating units. These pre-planned activities are expensed when incurred. When regulated property, 
plant, and equipment is retired, Cinergy charges the original cost, less salvage, to Acc~rr17~rlnted depreciatiori and the cost of removal 
10 regular on^ liabilities, which is consistent with the compositc method of depreciation. See (1) lor further information on accrued 
cost of removal. A gain or loss is recorded on the sale of regulated property, plant, and equipment i f  an entire operating unit, as 
defined by the FERC, is sold. A gain or loss is recorded on non-regulated plopcrty, plant, and equipment whenever there is a related 
sale 01 retirement. 

( i )  Depreciation 

We determine the provisions for depreciaiion expense using the straight-line method. The depreciation rates are based on periodic 
studies ol the estimated useful lives and the net cost to remove the properties. Inclusion of cost of removal in depreciation rates was 
discontinued for all non-regulated property beginning in 2003, as a result of adopting Statement 143. Our utility operating companies 
use composite depreciation rates. These rates are approved by the respective state utility commissions with respect to regulated 
property. The average depreciation rates for Property, Plaizt, aild EqzCpi~~eizt are presented in  the following table. 

Cinergy (1) 3.2 % 3.2 % 2.8 % 
CG&E and subsidiaries 2.4 2.6 2.6 
PSI 4.1 3.7 3.1 
TJI,H&P 3.4 3.5 3.2 

(1)  The results of Cinergy also include amounts related to non-registrants. 

In June 2004, PSI implemented new depreciation rates, as a result of changes in  useful lives of production assets and an increased rate 
for cost of removal, that were approved in PSI's latest retail rate case. The impact of this change in accounting estimate was an 
increase of approximately $30 million and $18 million in Cinergy's and PSI's Depreciation expense for 2005 and 2004, respectively. 

(i i)  Allo~vance for F~irzds IJsed D~rrirzg Coristriictioiz (AFUDC) 

Our utility operating companies finance construction projects with borrowed funds and equity funds. Regulatory authorities allow us 
to record the costs of these funds as part of the cost of construction projects. AFUDC is calculated using a methodology authorized by 
the regulatory authorities. 

The equity component of AFUDC, which is ci-edited to Miscellarzeous Itzcor~~e (E,~perzse) -Net, for the years ended December 31, 
2005, 2004, and 2003, was as follows: 

2005 2004 2 0 3  
(in millions) 

Cinergy 9; 7.1 $ 1.6 $ 7.5 
CG&E and subsidiaries 1.0 0.5 2.7 
PSI 6.1 1.1 4.8 
UI,H&P 0.6 - 0.2 



The borrowed funds component of AFUDC, which is recorded on a pre-tax basis and is credited to It~teresf Expense, for the years 
ended December 3 1,2005,2004, and 2003, was as follows: 

2005 2004 2003 
(in millions) 

Cinergy $ 9.5 $ 2.7 $ 5.7 
CG&E and subsidiaries 1.3 0.4 1 .0 
PSI 8.2 2.3 4.7 
ULH&P 0.2 0.1 0.1 

With the deregulation of CG&E's generation assets, the AFUDC method is no longer used to capitalize the cost of funds used during 
generation-related construction at CG&E. See (iii) for a discussion of capitalized interest. The majority of PSI'S projects are being 
recovered through a construction work in  progress (CWIP) tracker. Once CWIP projects are approved and included in the CWIP 
tracking mechanism, the costs of funds are no longer accrued on the project. 

(iii) Capitalized lilterest 

Cinergy capitalizes interest costs for non-regulated construction projects in accordance with SFAS No. 34, Capitalizatiotz ojltzterest 
C o ~ t  (Statement 34). The primary differences from AFUDC are that the Statement 34 methodology does not include a component for 
equity funds and does not emphasize short-term borrowings over long-term borrowings. Capitalized interest costs, which are 
recorded on a pre-tax basis, for the years ended December 3 1,2005,2004, and 2003, were as follows: 

2005 2004 2003 
(in millions) 

Cinergy (1) $ 6.1 $ 4.5 $ 7.9 
CG&E and subsidiaries 5.4 4.1 7.7 

(1) The results of Cinergy also include amounts related to non-registrants 

(k) I~npairt~zents 

( i )  Long-Lived Assets 

In accordance with SFAS No. 144, Accoutltitzg for the Inzpairnzent or Disposal of Long-Lived Assets, we evaluate long-lived assets 
for impairment when events or changes in circumstances indicate that the carrying value of such assets may not be recoverable. So 
long as an asset or group of assets is not held for sale, the determination of whether an impairment has occurred is based on an 
estimate of undiscounted future cash flows (including related tax effects) attributable to the assets, as compared with the carrying 
value of the assets. If an impairment has occurred, the amount of the impairment recognized is determined by estimating the fair value 
of the assets and recording a provision for an impairment loss if the carrying value is greater than the fair value. Once assets are 
classified as held for sale, the comparison of undiscounted cash flows to carrying value is disregarded and an impairment loss is 
recognized for any amount by which the carrying value exceeds the fair value of the assets less cost to sell. 

At December 31, 2005, the carrying value of gas-fired peaking plants that are not subject to cost-of-service-based ratemaking is 
approximately $400 million. GAAP does not require us to estimate the f'air value of these assets since they are recoverable on a 
nominal basis. However, we believe the fair value of these plants to be substantially below their carrying value. 



(ii) CJncol~solidnred Itzvest~iierzts 

We evaluate the recoverability of invcstments in unconsolidated subsidiaries when events or changes in circumstances indicate that 
tlle carryir~g amount of the asset is othcr than temporarily impaired. An investment is 



considered impaited if the fair value of the investment is less than its carrying value. We only tecognize an impairment loss when an 
impairment is considered to be other than temporary. We consider an impairment to be other than temporary when a forecasted 
recovery up to the investment's carrying value is not expected fol a reasonable pe~iod of time. We evaluate several factors, including, 
but not limited to, our intent and ability to hold the investment, the severity of the impairment, the duration of the impairment and the1 
entity's historical and pro-jected financial pelformance, when determining whether or not an impairment is other than temporary. Once 
an investment is considered other than temporarily impailed and an impairment loss is recognized (as Miscellaneoiis Itlcoine 
(E.uyense) -Net), the carrying value of theinvestmentis not adjusted for any subsequent recoveries in fair value. As of December 31, 
2005 and 2004, we do not have any material unrealized losses that are deemed to be temporary in nature. We have not incurred any 
material impairment charges on unconsolidated investments during 200.5. See Note 17(a) for the amount oI' impairment charges 
recorded during 2004. 

(1) Asset Retii eriient OOlig~ztiot~s and Acct lied Cost oJ Removal 

In accordance with Statement 143, we recognize the fair value of legal obligations associated with the retirement or removal of 
long-lived assets at the time the obligations are incurred and can be reasonably estimated. The initial recognition of this liability is 
accompanied by a corresponding increase in property, plant, and equipment. Subsequent to the initial recognition, the liability is 
adjusted for any revisions to the expected value of the retirement obligation (with corresponding adjustments to property, plant, and 
equipment), and for accretion of the liability due to the passage of time (recognized as Opeiation and ~naintenance expense). 
Additional depreciation expense is recorded prospectively for any property, plant, and equipment increases. 

See (s)(iv) for a summary of cumulative effect adjustments, which includes our adoption of Statement 143, and (s)(i) for a discussion 
of our December 31,2005 adoption of FASB Interpretation No. 47, Accounting for Conditional Asset Retirement Obligations 
(Interpretation 47), an interpretation of Statement 143. 

CG&E7s transmission and distribution business, PSI, and ULH&P ratably accrue the estimated reti~ement and re~noval cost of rate 
regulated property, plant, and equipment when removal of the asset is considered likely, in accordance with established regulatory 
practices. The accrued, but not incurred, balance for these costs is classified as Regulatoiy liabilities, under Statement 71. We do not 
accrue the estimated cost of removal when no legal obligation associated with retirement or removal exists for any of our 
non-regulated assets (including CG&E7s generation assets). 

Approximately $2 million of asset retirement obligations were transferred to ULH&P from CG&E in January 2006 in conjunction 
with the transfer of generating assets. See (s)(i) for additional information. 

(m) Derivatives 

We account for derivatives under Statement 133, which requires all derivatives, subject to certain exemptions, to be accounted for at 
fair value. Changes in a derivative's fair value must be recognized currently in earnings unless specific hedge accounting criteria are 
met. Gains and losses on derivatives that qualify as hedges can (a) offset related fair value changes on the hedged item in the 
Statements of Income for fair value hedges; or (b) be recorded in other comprehensive income for cash flow hedges. To qualify for 
hedge accounting, derivatives must be designated as a hedge (for example, an offset of interest rate risks) and must be effective at 
reducing the risk associated with the hedged item. Accordingly, changes in the fair values or cash flows of instruments designated as 
hedges must be highly correlated with changes in the fair values or cash flows of the related hedged items. 

( i )  Energy Marketing and Trading 

We account for all energy trading derivatives at fair value. These derivatives are shown in our Balance Sheets as Energy risk 
nzanagement assets and Energy risk management liabilities. Changes in a derivative's fair value represent unrealized gains and losses 
and are recognized as revenues in our Statements of Income unless specific hedge accounting criteria are met. 





Non-derivatives involve the physical delivery of energy and are accounted for as accrual contracts. Accrual contracts are not adjusted 
for changes in fair value. 

Although we intend to settle accrual contracts with company-owned assets, occasionally we settle these contracts with purchases on 
the open trading markets. The cost of these purchases could be in  excess of the associated revenues. We recognize the gains or losses 
on these transactions as delivery occurs. Open market purchases may occur for the following reasons: 

generating station outages; 

least-cost alternative; 

native load requirements; and 

0 extreme weather 

We value derivatives using end-of-the-period fair values, utilizing the following factors (as applicable): 

* closing exchange prices (that is, closing prices for standardized electricity and natural gas products traded on an 
organized exchange, such as the New York Mercantile Exchange); 

broker-dealer and over-the-counter price quotations; and 

Q model pricing (which considers time value and historical volatility factors of electricity and natural gas). 

In October 2002, the EITF reached a consensus in EITF 0'2-3 to rescind EITF Issue 98-10, Accounting for Corztracts Involved in 
Eilergy Trading and Risk Manage~?zent Activities (EITF 98-10). EITF 98-10 permitted non-derivative contracts to be accounted for 
at fair value if certain criteria were met. Effective with the adoption of EITF 02-3 on January 1, 2003, non-derivative contracts and 
natural gas held in storage that were previously accounted for at fair value weIe required to be accounted fbr on an acc~ual basis, with 
gains and losses on the transactions being recognized at the time the contract was settled. See (s)(iv) for a summary of cumulative 
effect adjustments. 

Cinergy designates derivatives as fair value hedges for certain volumes of our natural gas held in storage. Under this accounting 
election, changes in the fail value of both the derivative as well as the hedged item (the specified gas held in storage) are included in 
Gas Operating Revenlies in Cinergy's Statements of Income. We assess the effectiveness of the derivatives in offsetting the change 
in fair value of the gas held in storage on a quarterly basis. Selected information on Cinergy's hedge accounting activities was as 
follows: 

2005 2004 
(in millions) 

Portion of gain (loss) on hedging instruments 
determined to be ineffective $ - $ (2 ) 

Portion of gain (loss) on hedging instruments 
related to changes in time value excluded 
from assessment of ineffectiveness (5 28 

Total included in Gas Operating Revenues $ ( 5 )  $ 26 

(ii) Financial 



In addition to energy derivatives, we use derivative financial instruments to manage exposure to fluctuations in intelest rates. We use 
interest rate swaps (an agreement by two parties to exchange fixed-interest rate cash flows for variable-interest rate cash flows) and 
treasury locks (an agreement that fixcs the yield or price on a specific treasury security for a specific period, which we so~neti~nes use 
in connection with the issuance of fixed rate debt). We account f o ~  such derivatives at fair value and assess the effectiveness of any 
such derivative used in hedging activities. 

At Decelnbcr 31. 2005. the ineffectiveness of instruments that we have classified as cash flow hedges of variable-rate debt 
instruments was not material. Reclassification of unrealized gains or losses on cash flow hedges of debt instruments li-om 
Accii117ulnrecl other con~l)rehe~~sive hicon~e (loss) occurs as interest is accrued on the hedged debt 



instrument. The unrealized losses that will be reclassified as a charge to Interest E,tperzse during the twelve-month period ending 
December 31, 2006 are not expected to be material. 

(n) Intangible Assets 

Under thc provisions of SFAS No. 142, Goodwill and Other intangible Assets (Statement 142), goodwill and other intangible assets 
with indefinite lives are not amortized. Statement 142 requires that goodwill is assessed annually, or when circumstances indicate that 
the fair value of a reporting unit has declined significantly, by applying a fair-value-based test. This test is applied at the reporting 
unit level, which is not broader than the current business segments discussed in Note 18. Acquired intangible assets are separately 
recognized if the benefit of the intangible asset is obtained through contractual or other legal rights, or if the intangible asset can be 
sold, transferred, licensed, rented, or exchanged, regardless of intent to do so. 

(0) Inconze Taxes 

Cinergy and its subsidiaries file a consolidated federal income tax return and combined/consolidated state and local tax returns in 
certain jurisdictions. Cinergy and its subsidiaries have an income tax allocation agreement; the corporate taxable income method is 
used to allocate tax benefits to the subsidiaries whose investments or results of operations provide those tax benefits. Any tax liability 
not directly att~ibutable to a specific subsidiary is allocated proportionately among the subsidiaries as required by the agreement. 

SFAS No. 109, AccountirlgJor Incorne Taxes, requiies an asset and liability app~oach for financial accounting and reporting of incqme 
taxes. The tax effects of differences between the financial reporting and tax basis of accounting are reported as Deferred irzcorne tax 
assets or liabilities in our Balance Sheets and are based on currently enacted income tax rates. We evaluate quarterly the realizabilit!. 
of our defe~red tax assets by assessing oui valuation allowance and ad~usting the amount of such allowance, if necessary. 

Investment tax credits, which have been used to reduce our federal income taxes payable, have been deferred for financial reporting 
purposes. These deferred investment tax credits are being amortized over the useful lives of the property to which they are related. 
For a further discussion of income taxes. see Note 12. 

(P) Contingencies 

In the normal course of business, Cinergy, CG&E, PSI, and ULH&P are sub~ect to various regulatory actions, proceedings, and 
lawsuits related to environmental, tax, or other legal matters. We reserve for these potential contingencies when they are deemed 
probable and reasonably estimable liabilities. However, these amounts are estimates based upon assumptions involving judgment and 
therefore actual results could differ. For further discussion of'condngencies, see Note 13. 

(9) Pension and Other Postretirement Benefits 

Cinergy provides benefits to retirees in the form of pension and other postretirement benefits. Our reported costs of providing these 
pension and other postretirement benefits are developed by actuarial valuations and are dependent upon numerous factors resulting 
from actual plan experience and assumptions of future experience. Changes made to the provisions of the plans may impact current 
and future pension costs. Pension costs associated with Cinergy's defined benefit plans are impacted by employee demographics, th 
level of contributions we make to the plan, and earnings on plan assets. These pension costs may also be significantly affected by 
changes in key actuarial assumptions, including anticipated rates of return on plan assets and the discount rates used in determining 
the projected benefit obligation. Changes in pension obligations associated with the previously discussed factors are not immediately 
recognized as pension costs on the Statements of Income but are deferred and amortized in the future over the average remaining 
service period of active plan participants to the extent they exceed certain thresholds prescribed by SFAS No. 87, Bnployers' 
Accountitzg for. Pensions (Statement 87). 



Other postretirement benefit costs are impacted by employee demographics, per capita claims costs, and health care cost trend rates 
and may also be affected by changes in key actuarial assumptions, including the discount rate used in determining the accumulated 
postretirement benefit obligation (APBO). Changes i n  postretire~nent benefit 
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obligations associated with these factors are not immediately recognized as postretirement benefit costs but ale deferred and arnortizcd 
in the future over the avcrage remaining service period of active plan participants to the extent they exceed certain thresholds 
prescribed by SFAS No. 106, Eti1plo)~ers ' Accoutlringfor Postretirenierlt Berlefits Other Tlzrrtz Perlsiorls (Statement 106). 

Cinergy reviews and updates its actuarial assumptions for its pension and postretirement benefit plans on an annual basis, unless plan 
amendments 01 other significant events require ea~licr lemcasurement at an inteiim period. For additional information on pcnsion and 
other post~etire~nent benefits, see Note 1 1. 

(r) Stock - Based Con~pensation 

In 2003, we prospectively adopted accounting for o u ~  stock-based compensation plans using the fair value recognition provisions of 
SFAS No. 123, Acco~~nrirlg for Stock-Based Con~pen~atiotl (Statement 123), as amended by SFAS No. 148, Accourltirzg for 
Stock-Bused Cotilpensution-Tizriuition arlcl Disclosu~e (Statement 148), for all employee awards granted or with terms modified on 
or after January 1, 2003. Prior to 2003, we had accounted Sol our stock-based compensation plans using the intrinsic value method 
unde~ Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to Eti7plovees. See Note 3(c) for fu~ther information 
on our stock-based compensation plans. The impact on our Net lrlcorne and earnings per colnnion share (EPS) if the fair-value based 
method had been applied to all outstanding and unvested awards in each period was not material. In December 2004. the FASB issued 
a revision of Statement 123 entitled Slzare-Based Payment. See (s)(ii) for further information. 

f i )  Asset Retiret?~erzt Obligations 

In March 2005, the FASB issued Interpretation No. 47, an interpretation of Statement 143. Statement 143 requires recognition of 
legal obligations associated with the retirement or removal of long-lived assets at the time the obligations are incurred. Interpretation 
47 clarifies that a conditional asset ~etirement obligation (which occurs when the timing andlor method of settlement are conditional 
on a future event that may or may not be within the control of the entity) is a legal obligation within the scope of Statement 143. As 
such, the fair value of a conditional asset retirement obligation must be recognized as a liability when incurred if the liability's fair 
value can be reasonably estimated. Interpretation 47 also clarifies when sufficient information exists to reasonably estimate thc fair 
value of an asset retirement obligation. 

We adopted Interpretatiori 47 on December 31,2005 and recorded multiple asset retirement obligations as a result. These asset 
retirement obligations primarily related to obligations associated with retiring gas mains, recorded by Cinergy, CG&E, and ULH&P, 
and future asbestos abatement at certain generating stations, recorded by Cinergy, CG&E, and PSI. 

Cinergy and CG&E recognized a loss of approximately $3 million (net of tax) for the cumulative effect of this change in accounting 
principle. The cumulative effect resulted from asset retirement obligations primarily associated with our non-regulated generating 
assets. See (s)(iv) for a summary of cumulative effect adjustments. The effect of adoption for Cinergy, CG&E, PSI, and ULH&P 
included balance sheet reclassifications of approximately $35 million, $27 million, $8 million, and $5 million, respectively, from 
Regulatory liabilities. See discussion of Regulatory liabilities previously disclosed in (e). The increases in asset retirement 
obligations from adopting Interpretation 47 were $51 million, $39 million, $12 million and $6 million for Cinergy, CG&E, PSI, and 
ULH&P, respectively. 

Pro-forma results as if Interpretation 47 was applied retroactively for the years ended December 31, 2005,2004, and 2003 are not 
materially different from reported results. The December 3 1,2004 and December 3 1,2003 pro-forma liabilities for asset retirement 
obligations recorded as a result of the adoption of Interpretation 47 are not materially different than the December 31, 2005 balances. 





(ii) Slial-e-Based Pa)mzet~f 

In December 2004, the FASB issued a replacement of Statement 123, SFAS No. 123 (revi~ed 2004), Sl7nr.e-Based P~zynlet1r 
(Statement 123R). This standard will require, among other things, accounting for all stock-based compensation arrangements under 
the fair value method. The standard also requires compensation awards that involve the achievement of a certain company stock price 
(or similar measure) to have the likelihood of reaching those targets incorporated into the fjir value of the award. The number of 
awards paid out under Cinergy's performance-based share awards under the Cinergy Corp. 1996 Long-Term Incentive 
Compensation Plan (LTIP) is based on Cinergy's expected total shareholder return (TSR) as measured against a pre-defined peer 
group. Therefore, these awards are required to be re-valued at fair value upon adoption. 

We adopted Statement 123R on January 1, 2006 using the modified plospective application. Cinergy recognized an immaterial loss 
for the cumulative effect of this change in accountinu rinciple. The cumulative effect is due to the use of a new model that 

4,P incorporates the expected TSR into the fair value of Cmergy's performance-based share awards under the LTIP. This model is used 
to value all grants of future performance-based share awards under the LTIP, beginning Janua~y 1, 2006. 

In 2003, we psospectively adopted accounting fol our stock-based compensation plans using the f a i ~  value recognition provisions of 
Statement 123. as amended by Statemcnt 148, for all employee awards granted or with terns modified on or after January 1,2003. 
Therefore, the impact of implementation of Statement 123R or1 stock options and remaining awards, other than the aforementioned 
performance-based share awards, within our stock-based compensation plans was not material. See additional detail regarding 
Cinergy's stock-based compensation plans in Note 3(c). 

(iii) Incon~e Taxes 

In October 2004, the American Jobs Creation Act (AJCA) was signed into law. The AJCA includes a one-time deduction of 85 
percent of certain foreign earnings that are repatriated, as defined in the AJCA. The repatriation of foreign earnings pursuant to this 
provision did not have a material impact on our financial position or results of operations. 



(iv) C~/rii~rlative Efecr qf Cl~aiiges in Acco~~iitiizg Priiiciples, Net of Tax 

In 2005, Cinergy recognized a Cunnrlntive effect oj n cha~ige in acco~rizririg principle, net of tax as a result of the recognition of 
conditional asset retirerncnt obligations in  conjunction with the adoption of Interpretation 47. In 2003. Cinergy, CG&E, and PSI 
recognized C~rii~ulntive effect oj charlge~ in acco~/~itirig princil7les, net of tcrs as a result of the rcversal of accrued cost of removal lor 
non-regulated generating assets i n  conjunction with the adoption of Statement 143 and the change in accounting for certain energy 
related contracts from fair value to accrual in  accordance with the rescission of EITF 98-10. There were no cumulative effect 
adjustments in 2004. The following table summarizes these cu~nulativc effect adjustments and thcir related tax clTccts 

Year to Date December 31 
2005 2003 

Before- Tax Tax 
tax (Expense) Net-of-tax Before-tax (Expense) Net-of-tax 

Amount Benefit Amount Amount Benefit Amount 
(in millions) 

Cinergy(1) 
Asset retirement obligation (Interpretation 47 

adoption) $ (5) 9; 2 $ (3) $ - $ - $  - 
Rescission of EITF 98-10 (EITF 02-3 

adoption) - - - (21 ) 8 (13) 
Asset retirement obligation (Statement 143 

adoption) 

CG&E 
Asset retirement obligation (Interpretation 47 

adoption) $ (5) 9; 2 $ (3) $ - $ - 9 ;  - 
Rescission of EITF 98-10 (EITF 02-7 

adoption) - - - (13) 5 (8 
Asset retircment obligation (Statcment 143 

adoption) - - - 64 (25) 39 
$ (5) $ 2 $ (3) $ 51 $ (20) $ 31 

PSI -. - .- . -- " -  - - - 

Asset retirement obligation (Interpretation 47 
adoption) $ - $ - $ - $ - $ - $  - 

Rescission of EITF 98-1 0 (EITF 02-3 
adoption) - - -. (1 ) 0.5 (0.5) 

$ - 9; - $ - $ (1)  $ 0.5 $ (0.5) 

( 1 )  Thc results of Cinergy also include amounts related to non-registrants. 

(1) Translatioi~ of Foreign Currency 

We translate the assets and liabilities of forcign subsidiaries, whose functional currency (generally, the local currency of the country in 
which the subsidiary is located) is not the United States dollar, using the appropriate exchange rate as of the end of thc year. We 
translate income and cxpense itcms using the average exchange rate prevailing during the month the respective transaction occurs. 
We record translation gains and losses in Acciinzuluted otlzer coniprelzensive irlcoiize (loss), which is a component of common stock 
equity. When a foreign subsidiary is sold, the cumulative translation gain or loss as of the date of sale is removed from Acc~lrnulated 
other coriiprehensive iizconze (loss) and is recognized as a component of the gain or loss on the sale of the subsidiary in  our Statements 
of Income. 

(u) Related Pai-ty Tratzsactior~s 

CG&E, PSI, and ULH&P engage in related party transactions. These transactions, which are eliminated upon consolidation, are 
generally performed at cost and in accordance with the SEC regulations under the PUHCA 1935 and the applicable state and federal 
commission regulations. See (c) for a further discussion of the repeal of the PUHCA 1935 and the implementation of the FERC's 
PTJHCA 2005. The Balance Sheets of our utility operating companies reflect amounts payable to and/or receivable from related 



parties as Accourzts payable to affiliated cor?zpanies and Accourzts receivable froriz affiliated conzpanies. 'The significant related party 
transactions are disclosed below. 

Services provides our regulated and non-regulated subsidiaries with a variety of centralized administrative, management, and support 
services in accordance with agreements approved by the SEC under the PUHCA 1935. 
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The costs of these services are charged to our companies on a direct basis, or for general costs which cannot be di~cctly attributed, 
based on predetermined allocation factors, including the following ratios: 

sales: 

* electric peak load; 

number of employees; 

* number of customers: and 

* construction expenditures. 

These costs were as follows for the years ended December 31,2005,2004, and 2003: 

2005 2004 2003 
(in millions) 

CG&E and subsidiaries 
PSI 
ULH&P ' 

During 2003. Cinergy Power Generation Services, L,L,C (Generation Services) supplied electric production-related construction, 
operation and maintenance services to certain of our subsidiaries pursuant to agreements approved by the SEC under the PUHCA 
1935. CG&E and its subsidiaries received services from Generation Services in the amount of $96 million for the year ended 
December 31,2003. PSI received services in the amount of $55 million for the year ended December 31, 2003. Effective January 1. 
2004, these services are now provided by Services andlor directly by CG&E and PSI as all Generation Services employees were 
transferred to other affiliated corporations. 

(ii) Ptirclzased Eizergy 

Through December 31, 2005 ULH&P purchased energy from CG&E pursuant to a contract effective January I ,  2002, which was 
approved by the FERC arid the Kentucky Public Service Commission (KPSC). This five-year agreement is a negotiated fixed rate 
contract with CG&E. UI,H&P purchased energy from CG&E for resale in the amounts of $168 million, $162 million. and $155 
million for the years ended December 31, 2005,2004, and 2003, respectively. These amounts are reflected in the Statements of 
Income for UL,H&P as Electricit), purclzasedfioiiz pareizt coinpaizy for resale. This contract was terminated eff-ective December 3 1, 
2005 in connection with the transfer of generating assets from CG&E to IJLH&P. For information 011 the transfer of generating 
assets to UL,H&P on January 1,2006, see Note 22. 

PSI and CG&E purchased energy from each other under a federal and state approved joint operating agreement. These sales and 
purchases are reflected in  the Statements of Income of PSI and CG&E as Electric operatiizg revenues and Fuel, enzission allowances, 
aizd purclzased power expense and were as follows for the years ended December 3 1, 2005, 2004, and 2003: 

2005 2004 2003 
(in millions) 

CG&E 
Electric operating revenues $ 32 $ 48 $ 63 
Purchased power(1) 14 80 74 



PSI 
Electric operating revenues 
Purchased power(1) 

(1) Includes intercompany purchases that arc presented net in accordance 
with EIT'F 02-3. 



Effective January 1,2006. the joint opelatirig agreement was terminated. With the implementation of Midwest ISO's st~uctured 
Day-Ahead and Real-Time Energy Market, Midwest I S 0  took over the responsibility of dispatching generation units in its footprint, 
including PSI and CG&E generation units, and it was no longer necessary to have a joint opelating agreement between PSI and 
CG&E. 

CG&E and PSI had an agreement with Marketing & Trading to pu~chase gas for certain gas-fired peaking plants. Purchases under 
this agreement were approximately $26 million, $4 million, and $6 million for CG&E and $130 million, $37 million, and $20 million 
lor PSI lor the years ended December 31, 2005,2004. and 2003. respectively. The amounts are reflected in the Statements of Income 
ol CG&E and PSI as Fuel, eniissio~l alloivances, arlclp~o~ha.\edpolt~er expense. 

During 2005, PSI terminated the agreement with Marketing & Trading to purchase gas, and on December 29.2005, PSI and ULH&P 
entered into separate agreements with an unrelated third party to supply all of the natural gas to be used as fuel for certain gas-fired 
peaking plants. 

(iii) Other 

CG&E and UL,H&P enter into various agreements with Marketing & Trading to manage their interstate pipeline transportation, 
storage capacity, and gas supply contracts. Under the terms of these agreements. Marketing & Trading is obligated to deliver natural 
gas to meet CG&E's and ULEI&P's requirements. Payments under these agreements for the years ended December 3 1, 2005, 2004, 
and 2003 were approximately $726 million, $480 million, and $413 million for CG&E and its subsidiaries and $102 million, $79 
million, and $78 million for ULH&P. These amounts are recorded in the Statements of Income tor CG&E and ULH&P as Gas 
ptcrchased expense. Certain of these amounts for CG&E and ULH&P have been defe~red for future recovery. In addition, certain of 
these amounts for CG&E are presented net in Gas operatirzg revenues in accordance with EITF 02-3. 

UL,H&P terminated its agreement with Marketing & Trading. and on December 29, 2005, entered into an agreement with an unrelated 
third party to manage their interstate pipeline transportation, storage capacity, and gas supply contracts. 

During 2004 and 2005, CG&E served as the purchase and sales agent for PSI with respect to emission allowances. As of December 
131, 2005, CG&E's affiliated receivables and PSI'S affiliated payables totaled approximately $3 million. All other amounts were 
immaterial. There were no emission allowance transactions between CG&E and PSI in 2003. 

Cinergy Corp., Services. and our utility operating companies participate in a money pool arrangement to better manage cash and 
working capital requirements. These amounts are reflected in Notes payable to c~flliated coii~panies and Notes receivable from 
affiliated cnnipanies on the Balance Sheets of our utility operating companies. For a further discussion of the money pool agreement, 
see Note 7. 

2. Pending Merger 

On May 8,2005, Cinergy Corp. entered into an agreement and plan of merger with Duke, a North Carolina corporation, whereby 
Cinergy Corp. will be merged with Duke. TJnder the merger agreement, each share of Cinergy Corp. common stock will be 
converted into 1.56 shares of the newly formed company, Duke Energy Holding. 

The merger agreement has been approved by both companies' Boards of Directors. Consummation of the merger is subject to 
customary conditions, including, among others, the approval of the shareholders of both companies and the approvals of various 
regulatory authorities. 



In~mediately following consummation of the merger, former Cinergy shareholders will own approximately 24 percent of Duke 
Energy Holding's common stock. Paul Anderson, Duke's CEO and Chairman of" the Board will remain Chairrrian of the combined 
company and Jim Rogers, Cinergy's CEO and Chairman of the Board, will become the President and CEO of the combined 
company. The new Duke Energy Holding board will be comprised of 10 members appointed by Duke and five members appointed by 
Cinergy. 



The merger will be recorded using the purchase method of accounting wheleby the total purchase price of approximately $9 billion 
will be allocated to Cinergy's identifiable tangible and intangible assets acquired and liabilities assumed based on their fair values as 
61 the closing of the merger. 

The merger is expected to close in the first half of 2006 Howcver, the actual timing is contingent on the receipt of several approvals 
including: FERC, Federal Communications Colnmission (FCC), Nuclear Regulatory Colnlnission (NRC), state regulatory 
co~nmissions of Ohio, Indiana, Kentucky, North Carolina. and South Carolina, and shareholders of each company. The status of these 
matters is as follows: 

Completed: 

On August 11, 2005. the United States Department of Justice and the Federal Trade Com~nission granted early 
termination of the waiting period imposed by the Halt-Scott-Rodino Antitrust Improvements Act of 1976. 

* In November 2005, the KPSC approved Duke's and Cinergy's application seeking approval of a transfer and acquisition 
of control of IJLH&P. 

* In November 2005, the state utility regulatory agency in South Carolina approved Duke's application requesting 
authorization to enter into a business combination. 

* In December 2005, the PUCO approved Cinergy's application of a change in control with respect to CG&E. The 
PUCO affirmed the approval in February 2006. 

* In December 2005, the FERC approved Duke's and Cinergy's application requesting approval of the merger and the 
subsequent internal restructuring and consolidation of the merged company. 

* In February 2006, the NRC approved Duke's application requesting approval of the merger 

* The FCC has approved assignment of all eight Cinergy wireless telecommunications licenses. 

* In light of the repeal of the PUHCA 1935, as amended, effective February 2006, the merger will no longer require SEC 
authorization under the PUHCA 1935. 

Pending: 

* In June 2005, PSI filed a petition with the IIJRC concerning, among other things, certain merger-related affiliate 
agreements, the sharing of merger-related benefits with customers, and deferred accounting ot certain merger-related 
costs. On December 15,2005, PSI filed with the IURC a settlement agreement reached with the staff of the IURC, the 
Indiana Office of Utilities Consumer Counsel and the PSI Industrial Group. Settlement hearings were held in January 
2006 and a final order is expected in March 2006. 



In July 2005, Dukc filed an application with the state utility regulatory agency in North Carolina. The application 
requests bot1.1 the authorization to enter into a business combination transaction and the app~oval of' various affiliate 
agreements. Hearings were held in  January 2006 and a final order is expected in March 2006. 

Special meetings of shareholders of both companies for the purpose of voting on the merger will be held on March 10, 
2006. 

The merger agreement also p~ovides that Duke and Cinergy will use their reasonable best efforts to transfer five gcne~ating stations 
located in the midwest f~om Dukc to CG&E. This t~ansfer will require regulatory approval by the FERC and, with respect to one 
plant located in Indiana the IURC. The FERC apptoved this transaction in December 2005. CG&E and the Dukc affiliate that owns 
the interest i n  the Indiana plant filed an application with 



the ITJRC requesting approval for the transfer (as well as the declination by the IURC of jurisdiction over CG&E following the 
transfer) in October 2005. A final order approving the transfer and the IIJRC's declination of jurisdiction over CG&E was received in  
February 2006. Duke and Cinergy intend to effectuate the transler as an equity infusion into CG&E at book value. In conjunction 
with the transfer, Duke Capital L.LC. a subsidiary of Dukc, and CG&E intend to enter into a financial anangement covering a 
multi-year period, to eliminate any potential cash shortlalls that {nay result from CG&E owning and operating the five stations. At 
this time, we cannot predict the outcorne ol this matter. 

The merger agreement contains certain termination rights for both Dukc and Cinergy, and further provides that, upon termination of 
the merger agreement under specified circumstances. a party would bc required to pay the other party's fees and expenses in an 
amount not to exceed $35 million andlor a termination fee of $300 million in the case of a fee payable by Cinergy to Duke or a 
termination lee of $500 million in the case of a fec payable by Duke to Cinergy. Any termination fee would be reduced by the 
amount of any fees and expenses previously reimbursed by the party required to pay the termination fee. 

In May 2005, a purported shareholder class action was filed in  the Court of Common Pleas in Hamilton County, Ohio against Cinergy 
and each of the members of the Boald of Directors. The lawsuit alleged that the defendants breached their duties of due care and 
loyalty to shaleholders by agleeing to the merger agreement between Dukc and Cinergy and was seeking to either enjoin or amend 
the terms of the merger. Cinergy and the individual defendants filed a motion to dismiss this lawsuit in July 2005, which was granted 
in November of 2005. An appeal was not filed by the plaintiffs and the case is closed. 

Although Management believes that the merger should close in the first half of 2006, the actual timing of the transaction colild be 
delayed or the merger could be abandoned by the parties in the event of the inability to obtain one or more of the required regulatory 
approvals on acceptable terms. 



3. Common Stock 

1 

(a) Changes Iiz Comnzotz Stock Outstmlding 

The following table reflects information related to shales of Cinergy Corp. common stock issued for stock-based plans. 

Number of 
Shares Si~ares 

Authorized for Available for Shares Used to Grant or Settle 
Issuance under Future Awards 

Plan Issuance(2) 1005 2004 2003 

Cinergy Corp. 1996 LTIP 14,500,000 2,012,161 770,518 1,729,679 1,742,046 

Cinergy Corp. Stock Option Plan 
( sop)  5,000,000 1.318,500 33,900 393,523 421,611 

Cinergy Corp. Employee Stock 
Purchase and Savings Plan 2,000,000 1,482,664 - - 168,756 

Cinergy Corp. UK Sharesave 
Scheme 75,000 62,047 589 7,3 13 3,364 

Cinergy Corp. Retirement Plan for 
Directors 175,000 (1) - 6,203 5,909 5,602 

Cinergy Corp. Directors' Equity 
Compensation Plan 75,000 35,805 423 1,095 3,824 

Cinergy Corp. Directors' Deferred 
Compensation Plan 200,000 92,415 5,655 5,388 25,826 

Cinergy Corp. AOl(k) Plans 6,469,373 (1) 1,169,358 1,615,900 1,174,600 1,544,900 

Cinergy Corp. Direct Stock 
Purchase and Dividend 
Reinvestment Plan 3,000,000 (1) 497,388 538,163 627,205 679,301 

Cinergy Corp. 401 (k) Excess Plan 100,000 (1) - - - - - -- 

(I)  Plan does not contain an authorization limit. The number of shares presented reflects amounts registered with the SEC as of 
December 3 1,2005. 

(2) Shares available exclude the number of shares to be issued upon exercise of outstanding options, warrants, and rights. 

We retired 11 1,544 shares of common stock in 2005, 829,575 shares in 2004, and 519,976 shares in 2003, mainly representing shares 
tendered as payment for the exercise of previously granted stock options. 

Cinergy issues new Cinergy Corp. common stock shares to satisfy obligations under certain of its employee stock plans and the 
Cinergy Corp. Direct Stock Purchase and Dividend Reinvestment Plan. Cinergy Corp. issued approximately 3.0 million shares in 
2005 and approximately 3.9 million shares in 2004 to satisfy its obligations under these plans. 



In December 2004, Cinergy Corp. issued 6.1 million shares of common stock under its January 2003 $750 million registration 
statement with the SEC. The net proceeds of $247 million were used to reduce short-term indebtedness. 

In January and February 2005, Cinergy Corp. issued a total of 9.2 million shares of common stock pursuant to certain stock purchase 
contracts that were issued as a component of combined securities in Dccernber 2001. Net proceeds from the transaction of $316 
million were used to reduce short-term debt. See Note 5(b) for further discussion of the securities 

In June 2005, Cinergy Corp. contributed $200 million in capital to PSI. The capital contribution was used to repay short-term 
indcbtcdness and is consistent with supporting PSI'S current credit ratings. 

In January 2006, CG&E contributed approximately $140 million in capital to ULH&P in conjunction with the transfer of certain 
generating assets to UL,H&P. See Note 72 for additional information. 

Cinergy Corp. owns all of the common stock of CG&E and PSI. All of IJLH&P's common stock is held by CG&E. 



(b)  Dividend Restrictiorzs 

Cinergy Corp.'s ability to pay dividends to holders of its common stock is principally dependent on the ability of CG&E and PSI to 
pay Cinergy Corp. dividends on their common stock Cinergy Corp., CG&E, and PSI cannot pay dividends on their common stock 
if their respective preferred stock dividends or preferred trust dividends are in  arrears. The amount of common stock dividends that 
each company can pay is also limited by ccrtain capitalization and earnings requirements under CG&E's and PSI'S credit 
instruments. Currently, these requirements do not impact the ability of either company to pay dividends on its common stock. In 
addition, until consummation or te~mination of the merger with Duke, Cinergy is prohibited from paying dividends in excess of its 
historical levels without prior consent of Duke. 

(c) Stock-based Co~npensatioi~ Plarls 

We currently have the following stock-based compensation plans: 

LTIP; 

SOP; 

Employee Stock Purchase and Savings Plan; 

UK Sharesave Scheme; 

Retirement Plan for Directors; 

Directors' Equity Compensation Plan; 

Directors' Deferred Compensation Plan; 

401 (k) Plans; and 

401 (k) Excess Plan. 

The LTIP, the SOP, the Employee Stock Purchase and Savings Plan, 401(k) Plans, and the 401(k) Excess Plan are discussed below 
The activity in 2005, 2004, and 2003 for the remaining stock-based compensation plans was not significant. 

In 2003, we prospectively adopted accounting for our stock-based compensation plans using the fair value recognition provisions ol 
Statement 123, as amended by Statement 148, for all employee awards granted or with terms modified on or after January 1, 2003. 
See Note l(s)(ii) for additional informatior] on costs we recognized related to stock-based compensation plans. Effective January 1, 
2006, Cinergy adopted Statement 123R. See Note l(r) for additional information regarding this new accounting standard. 

(i) LTIP 

Under this plan, certain key employees may be granted incentive and non-qualified stock options, stock appreciation rights (SARs), 
restricted stock, dividend equivalents, phantom stock, the opportunity to earn perfbrmance-based shares and certain other stock-based 
awards. Stock options are granted to participants with an option price equal to or greater than the fair market value on the grant date, 
and generally with a vesting period of three years. The vesting period begins on the grant date and all options expire within 10 years 
from that date. 



From 2003 through 2005, performance-based share awards were paid with 50 percent in common stock and 50 percent in cash. As of 
December 31. 2005, all performance sharcs were classified as liabilities as management intends to pay all outstanding awards in cash. 
As a result, the expected cash payotit portion of thc performance shares were reported in Currerzt Liabilities - Other and 
NOH-Currerlt Liabilities - Otller. 



Entitlement to performance-based shares is based on Cinergy's TSR over designated Cycles as measured against a pre-defined peer 
group. Target grants of performance-based sharcs were made for the following Cycles: 

Grant Performance Target 
Cycle Ihte Period Grant of Shares 

(in thousands) 

VIII 112004 2004-2006 362 
IX 112005 2005-2007 340 
X 112006 2006-2008 35 1 

Participants may earn more or less performance shares if Cinergy's TSR ranks above or below the 5 S h  percentile of the TSR of its 
peer group. For the three-year performance period ended December 3 1,2005 (Cycle VII). approximately 109,000 shares (including 
dividend equivalent shares) were earned, based on 01.11 relative TSR. 

(ii) SOP I I 

The SOP was designed to align executive corrlpensation with shareholder interests. Under the SOP, incentive and non-qualified stock 
options, SARs, and SARs in tandem with stock options could have been granted to key employees, officers, and outside directors. 
The activity under this plan predominantly consisted of the grant of stock options. Options were granted with an option price equal to 
the fair market value of the shares on the grant date. Options generally vested over five years at a rate of 20 percent per year, 
beginning on the grant date, and expiring 10 years from the grant date. As of October 2004, no additional incentive stock options may 
be granted under the plan. 

(iii) Etnployee Stock Purchase and Savirtgs Plan 

'The Employee Stock Purchase and Savings Plan allowed essentially all full-time, regular employees to purchase shares of comrnon 
stock pursuant to a stock option feature. The last offering period began May 1,2001, and ended June 30,2003, with 168,101 shares 
purchased and the remaining cash distributed to the respective participants. 'The purchase price for all shares under this offering was 
$32.78. 



Stock option activity for 2005,2004, and 2003 for the L,TIP. SOP, and Employee Stoclc Purchase and Savings Plan is summarized as 
~OIIOWS: 

Employee Stocli Purchase and Savings . - - 
I,TIP and SOP I'lan(1) 

Weighted 
Shares Sul)ject Weighted Average Shares Sub.iect Average 

to Option Exercise Price to Option Exercise Price 

Balance at December 3 1, 
2002 7,361,700 $ 

Options granted(2) 897,100 
Options exercised (1,630,046) 
Options forfeited (59,300) 

Balance at December 3 1, 
2003 6,569,454 

Options granted(2) 739,200 
Options exercised (1,950,570) 
Options forfeited (32,700) 

Balance at December 3 1, 
2004 5,325,384 

Options granted(2) 766,100 
Options exercised (490,263) 
Options forfeited (116,572) 

Balance at 
December 31,2005 5,484,649 $ 

Options Exercisable: 
At December 3 1,2003 3,700,346 $ 
At December 3 1,2004 2,706,876 $ 
At December 31,2005 3,310,549 $ 

(1) Shares were not offered after June 30. 2003. 

(2) Options were not granted under the SOP during 2005,2004, or 2003. 

The weighted average fair value of options granted under the LTIP was $5.64 in  2005, $5.65 in 2004, and $4.96 in 2003. The fair 
values of options granted were estimated as of the grant date using the Black-Scholes option-pricing model and the following 
assumptions: 

Risk--free interest rate 3.63 % 3.35 % 3.02% 
Expected dividend yield 4.52 % 4.97% 5.34% 
Expected life 4.99 yrs. 5.33 yrs. 5.35yrs. 
Expected volatility 21.24 % 24.47 % 26.15% 

Price ranges, along with certain other information, for options outstanding under the combined LTIP and SOP plans at December 31, 
2005, were as follows: 

Outstanding Exercisable 



Weighted Weighted Weighted 
Average Average Average 

Exercise Number Exercise Remaining Number Exercise 
Price I tan~e of Shares Price Contractual Life of Shares Price 

$ 23.66 - $ 33.64 1,896,158 $ 29.77 5.04 yrs. 1,712.158 $ 29.66 
$ 33.88 - $ 36.88 1,979.691 $ 35.1 1 4.91 yrs. 1,266,291 $ 35.52 
$ 37.82 - $ 43.70 1,608,800 $ 40.08 7.63 yrs. 332,100 ,R 39.16 

(iv) 401 ( k )  Plnizs 

We sponsor 401(k) employee retirement plans that cover substantially all United States employees. Employees can cont~ibute up to 
50 pelcent of pre-tax base sa la~y (subject to Internal Revenue Service (IRS) limits) and up to 15 percent of after-tax base salary. We 
make matching contributions to these plans in the form of Cinergy Corp. common stock, contributing 100 pelcent of the first three 
percent of an employee's pre-tax contributions plus 50 percent of the next two percent of an employee's p~e-tax contributions, and 
we have the discretion to make incentive 



matching contributions based on Cinergy's net income. Employees are immediately vested in both their contributions and our 
matching contributions. 

Cinergy's, CG&E's, and PSI'S matching contributions for the years ended December 31, 2005, 2004, and 200.3 wcrc as follows: 

2005 2004 2003 
(in millions) 

Cinergy(1) th 18 $ 20 $ 18 
CG&E and subsidiaries 4 5 3 
PSI 4 4 4 

(1 ) The results of Cinergy also include amounts related to non-registrants. 

Effective Janualy 1,2003, each Cinergy employee whose pension benefit is determined using a cash balance formula is also eligible 
to receive an annual deferred profit sharing contribution, calculated as a percentage of that employee's total pension eligible earnings. 
The deferred profit sharing contribution made by Cinergy is based on the corporate net income performance level for the year, and is 
made to the 401(k) plans in the form of Cinergy Corp. common stock. Employees vest in their benefit upon reaching three years of 
service, 01 immediately upon reaching age 65 while employed. Cinergy has recorded approximately $4.7 million and $2.4 million, 
respectively, of profit sharing contribution costs for the years ended December 31,2005 and December 31,2004. 

( v )  401(k) Excess Plarl 

The 401(k) Excess Plan is a non-qualified deferred compensation plan tor a select group of Cinergy management and other highly 
compensated employees. It is a means by which these employees can defer additional compensation, and receive company matching 
contributions, provided they have already contributed the maximum amount (pursuant to the anti-discrimination rules for highly 
compensated employees) under the qualified 401 (k) Plans. All funds deferred are held in a rabbi trust administered by an independent 
trustee. 

(vi) Merger-Related Obligatiorzs 

Several of the company's benefit plans contain "change-in-control" clauses that provide enhanced, and/or accelerate the payment of, 
benefits to management level employees in the event of a qualifying transaction such as would occur upon the consummation of the 
proposed merger with Duke as discussed in Notc 2. These include benefits paid pursuant to the L,TIP and certain payments under 
Cinergy's Annual Incentive Plan. Certain employees will also be entitled to additional severance and benefits in the event they are 
involuntarily terminated without "cause" or voluntarily terminate for "good reason" (as such terms are defined in their employment 
agreements) in connection with or following the merger. 

On December 30, 2005, Cinergy entered into agreements with 28 employees to accelerate the payment of a portion of the amounts 
discussed above, otherwise expected to be paid after December 31, 2005, in order to mitigate the Company's taxes and related 
expenses. Payments totaling $70 million were made in  December pursuant to these agreements. The agreements amend the 
employees' employment agreements, and benefit plans in which they participate, to accelerate into 2005 the payment of certain 
amounts that they have previouSly earned or are expected to earn after December 3 1,2005. Among other things, the Company 
prepaid performance shares under the L.TIP and severance payments for certain individuals. In the event an employee who received 
such amounts voluntarily terminates his employment prior to the closing of the merger, the employee is obligated to repay all of the 
payments, and if the merger does not close on or prior to December 15, 2006, the employee is obligated to repay half of the payments, 
to reflect his or her estimated tax liability upon receipt of the accelerated payments; in each case, less any amounts that the employee 
has already earned through such date. By accelerating these payments, the Company will mitigate taxes and related expenses that it 
would otherwise incur if it had waited until after 200.5 to make these payments. 





The majority of these payments have been recorded as prepaid compensation in Prel~ayn7ents and other. Approximately half ol these 
payments are being accounted lor as a retention bonus and will be cxpenscd over thc period between January 1,2006 and the 
estimated closing of the pending lncrger with Duke. The remainder, reprcsenting the half that executives must repay ii the merger is 
never consummated, will remain in Pi.epa)ln?e~zts ar7d other until the merger closes. 

In addition to payments made in December, based upon certain assumptions and using our currcnt best estimates. the Conipany's 
rcmaining contractual obligations that will be triggered upon merger consummation, and due shortly thereafter. including severance 
paymcnts for those executives that have indicated their intention to terminate for "good reason", is expected to be approxi~natcly $73 
million. These amounts will bc accounted lor when the merger closes. This estimate only includes amounts payable pursuant to 
existing beneiit arrangements and employment contracts and docs not include the value of accelerated stock options, retirement 
benefits earned prior to the merger, and amounts payable under severance plans that Duke and Cinergy are considering to reduce 
redundant positions after the merger closes. 

4. Cumulative Preferred Stock 

In August 2005, PSI redeemed all of its $31.075 million notional amount 6.875% Cumulative Preferred Stock. 

In February 2006, CG&E notified holders of its $16.98 million notional amount 4% Cumulative Preferred Stock, and holders of its 
$3.5 million notional amount 4.75% Cumulative Preferred Stock that it intends to redeem all outstanding shares on March 10 at a 
price ol $108 per share and $101 per share. respectively, plus accrued and unpaid dividends. 

5. Variable Interest Entities 

(a) Power Sale Special Purpose Entities (SPEs) 

In accordance with FASB Interpretation No. 46, Corlsolidatiorz of Variable lilteresf Entities, we consolidate two SPEs that have 
individual power sale agreements with Central Maine Power Company (CMP) for approximately 45 megawatts (MW) of capacity, 
ending in 2009, and 35 MW of capacity, ending in 2016. In addition, these SPEs have individual power purchase agreements with 
Cinergy Capital & Trading, Inc. (Capital & Trading) to supply the power. Capital & Trading also provides various services. including 
certain credit support facilities. IJpon the initial consolidation of these two SPEs on July 1, 2007, approximately $239 million of notes 
receivable, $225 million of non-recourse debt, and miscellaneous other assets and liabilities were included on Cinergy's Balance 
Sheets. The debt was incurred by the SPEs to finance the buyout of the existing power contracts that CMP held with the lormer 
suppliers. The cash flows from the notes receivable are designed to repay the debt. Note 10 provides additional information regarding 
the debt and the notes receivable, respectively. 

(b) Preferred Trtisf Securities 

In Decembe~ 2001, Cinergy Corp. issued approximately $316 million notional amount of combined securities consisting of (a) 6.9 
percent preferred trust securities, due February 2007, and (b) stock purchase contracts obligating the holders to purchase between 9.2 
and 10.8 million shares of Cinergy Corp. common stock by February 2005. A $50 preferred trust security and stock purchase 
contract were sold together as a single security unit (Unit). The preferred trust securities were issued through a trust whose common 
stock was 100 percent owned by Cinergy Corp. The stock purchase contracts were issued directly by Cinergy Corp. The trust 
loaned the proceeds from the issuance of the securities to Cinergy Corp. in exchange for a note payable to the trust that was 
eliminated in consolidation. The proceeds of $306 million, which was net of approximately $10 million of issuance costs, were used 
to pay down Cinergy Corp.'~ short-term indebtedness. In January and February 2005, certain holders settled the stock purchase 
contracts early and elected to remove the units from the remarketing. In February 2005, the remaining preferred trust securities were 
successfully remarketed and the dividend rate was reset at 6.9 percent. The preferred trust securities will mature in February 2007. 
To settle the stock purchase contracts, Cinergy Corp. issued 9.2 million shares of common stock at the ceiling price of $34.40 per 



share as the market price of the stock exceeded the ceiling price of the contract. Net proceeds of approximately $316 million were 
used to repay short-term indebtedness. 



Each Unit continues to receive quarterly cash payments of 6.9 percent per annum of the notional amount, which represents a preferred 
trust security dividend. The trust's ability to pay dividends on the pleferred trust securities is solely dependent on its receipt of interest 
payments f ~ o m  Cinergy Corp. on the note payable. However, Cinergy Corp. has fully and unconditionally guaranteed the preferred 
trust securities. 

As 01 July 1, 2003, we no longer consolidate the trust that was established to issue the prefelred trust securities. The preferred trust 
securities are no longer included in Cinergy Corp.'s Balance Sheets. In addition, the note payable owed to the trust, which has a 
current carrying value ol $324 million, is included in L,ong-tenn debt. 

(c) Sales qf Accoirrzfs Receivable 

In February 2002. CG&E, PSI, and ULH&P entered into an agreement to sell certain of their accounts receivable and related 
collections. Cinergy Corp. formed Cinergy Receivables Company, L,LC (Cinergy Receivables) to purchase, on a revolving basis, 
nearly all of the retail accounts receivable and related collections of CG&E, PSI, and IJLH&P. Cinergy Corp. does not consolidate 
Cinergy Receivables since it meets the requirements to be accounted for as a qualifying SPE. The transfers or receivables are 
accounted for as sales, pursuant to Statement 140. 

The proceeds obtained from the sales of receivables are largely cash but do include a subordinated note from Cinergy Receivables for 
a portion of the purchase price (typically approximates 25 percent of the total proceeds). The note is subordinate to senior loans that 
Cinergy Receivables obtains iiom commercial paper conduits controlled by unrelated financial institutions. Cinergy Receivables 
provides credit enhancement related to senior loans in the form of over-collateralization of the purchased receivables. However, the 
over-collateralization is calculated monthly and does not extend to the entire pool of receivables held by Cinergy Receivables at any 
point in time. As such, these senior loans do not have recourse to all assets of Cinergy Receivables. These loans provide the cash 
portion of the proceeds paid to CG&E, PSI, and ULH&P. 

This subordinated note is a retained interest (right to receive a specified portion of cash flows from the sold assets) under SFAS 
No. 140, Accourltirzg for Traizsfer arzd Servicing of Fi1zar7cial Assets a i ~ d  Extirzgzrishrner~ts oj Liabilities - a replacement of FASB 
Statemazr No. 125 (Statement 140) and is classified within Notes receivable fi-oil? affiliated connparlies in the accompanying Balance 
Sheets of CG&E, PSI, and ULH&P and is classified within Notes receivable on Cinergy Corp.'s Balance Sheets. In addition, 
Cinergy Corp.'s investment in Cinergy Receivables constitutes a purchased beneficial interest (purchased right to receive specified 
cash flows. in our case residual cash flows), which is subordinate to the retained interests held by CG&E, PSI. and UL,H&P. The 
carrying values of the retained interests are determined by allocating the carrying value of the receivables between the assets sold and 
the interests retained based on relative fair value. The key assumptions in estimating fair value are credit losses and selection of 
discount rates. Because (a) the receivables generally turn in less than two months, (b) credit losses are reasonably predictable due to 
each company's broad customer base and lack ol significant concentration, and (c) the purchased beneficial interest is subordinate to 
all retained interests and thus would absorb losses first, the allocated bases of the subordinated notes are not materially different than 
their face value. Interest accrues to CG&E, PSI, and ULH&P on the retained interests using the accretable yield method, which 
generally approximates the stated rate on the notes since the allocated basis and the face value are nearly equivalent. Cinergy Corp. 
records income from Cinergy Receivables in a similar manner. We record an impairment charge against the carrying value of both the 
retained interests and purchased beneficial interest whenever we determine that an other-than-temporary impairment has occurred 
(which is unlikely unless credit losses on the receivables far exceed the anticipated level). 



The key assumptions used in measuring the retained interests are as follows (all amounts are averages of the assumptions used in  sales 
during the period): 

CG&E and 
subsidiaries PSI UI,H&I' 

2005 2004 2005 2004 2005 2004 2005 2004 -------- 
Anticipated credit loss rate 0.7% 0.7% 0.8% 0.9% 0.5% 0.5% 1.1% 1.2% 
Discount ratc on expected cash flows 5.7% 3.8% 5.7% 3.8% 5.7% 3.8% 5.7% 3.8% 
Receivables turnover rate(1) 12.3% 12.6% 13.0% 13.4% 11.2% 11.5% 12.3% 12.9% 

(I)  Receivables at each month-end divided by annualized sales for the month. 

The hypothetical effect on the fair value of the retained interests assuming both a 10 percent and 20 percent unfavorable variation in 
credit losses or discount rates is not material due to the short turnover of reccivables and historically low cledit loss history. 

CG&E retains servicing responsibilities for its role as a collection agent on the amounts due on the sold receivables. However, 
Cine~gy Receivables assumes the risk of collection on the purchased receivables without recourse to CG&E. PSI, and ULH&P in  the 
event of a loss. While no direct recourse to CG&E, PSI, and ULH&P exists, these entities risk loss in  the event collections are not 
sufficient to allow for full recovery of their retained interests. No servicing asset or liability is recorded since the servicing fee paid to 
CG&E approximates a market rate. 

The following table shows the gross and net receivables sold, retained interests, purchased beneficial interest, sales, and cash flows 
during the periods ending December 3 1,2005 and 2004. 

2005 

CG&E and 
Cinergy subsidiaries PSI ULH&P 

(in millions) 

Receivables sold as of period end 
Less: Retained interests 

Net receivables sold as of period end 

Purchased beneficial interest 

Sales durin 
Receivables sold 
Loss recognized on sale 

Cash flows during period 
Cash proceeds from sold receivables 
Collection fees received 
Return received on retained interests 



2004 
CG&E and 

Receivables sold as of pcriod end 
L.ess: Rctained interests 

Net receivables sold as of period end 

Purchased beneficial interest 

Sales during period 
Receivables sold 
Loss recognized on sale 

Cash flows during period 
Cash proceeds from sold receivables 
Collection fees received 
Return received on retained interests 

Cinergy subsidiaries PSI ULH&P 
(in millions) 

(d) Other 

Cinergy also holds interests in several joint ventures, primarily cngaged in cogeneration and energy efficiency operations, that are 
considered VIES which do not require consolidation. Our exposure to loss from our involvement with these entities is not material. 

6. L.ong-Term Debt 

Refer to thc Statements o l  Capitalization for detailed information for Cinergy's, CG&E's, PSI'S, and UL,H&P's long-term debt 

In February 2004, CG&E repaid at maturity $1 10 million of its 6.45% First Mortgage Bonds. 

In April 2004, Cinergy Corp. repaid at maturity $200 million of its 6.125% Debentures. 

In September 2004, Cinergy Corp. repaid at maturity $500 million of its 6.25% Debentures. 

In November 2004. CG&E borrowed the proceeds from the Ohio Air Quality Development Authority's issuance of $47 million 
principal amount of its State of Ohio Air Quality Development Revenue Bonds 2004 Series A and $47 million principal amount of its 
State of Ohio Air Quality Development Revenue Bonds 2004 Series B (for loans totaling $94 million), both due November 1,2039. 
Payment of principal and interest on the Bonds when due is insurcd by separate bond insurance policies issued by XL, Capital 
Assurance. The initial interest rate for both Series A and Series B was 1.92%. The interest rates on Series A and Series B were 
initially reset on January 5,2005 and January 12,2005, respectively, and then every 35 days by auction thereafter. Because the 
holders cannot tender the Bonds for purchase by the issuer while the Bonds are in the auction rate mode, these debt obligations are 
classified as L,ong-term debt. CG&E is using the proceeds from these borrowings to assist in financing its portion of the costs of 
acquiring, constructing and installing certain solid waste disposal facilities comprising air quality facilities at Units 7 and 8 at 
CG&E's majority-owned Miami Fort Generating Station (Miami Fort Station). 



In December 2004, PSI borrowed the proceeds from the Indiana Development Finance Authority's issuance of $77 million principal 
amount of its Environmental Revenue Bonds, Series 2004B and $77 million principal amount of its Environmental Revenue Bonds, 
Series 2004C, both due December 1,2039 (for loans totaling $154 million). Payment of principal and interest on the Bonds when due 
is insured by separate bond insurance policies issued by XL Capital Assurance. The initial interest rate for Series 2004B was 1.80% 
and for Series 2004C was 1.85%. The interest rates on both Series 2004B and Series 2004C were initially reset on January 11,  2005 
and then every 35 days by auction thereafter. Because the holders cannot tender the Bonds for purchase by the issuer while the Bonds 
are in the auction rate mode, these debt obligations are classified as Lorzg-tenn debt. PSI is using the proceeds from these 



borrowings to assist in the acquisition and construction of solid waste disposal facilities located at various generating stations in 
Indiana. 

Also, in December 2004, ULH&P issued $40 million principal amount of its 5.00% Debentures due December 15, 2014 (effective 
interest rate 015.26%). Proceeds from this issuance were used for general corporate purposes and the repayment of outstanding 
indebtedness. 

In August 2005, PSI redeemed all of its $50 million 6.50% Synthetic Putable Yield Securities due August 1, 2026 through the 
exercise of call provisions within the securities. 

Also in August 2005, PSI redeemed all of its $50 million principal amount Series ZZ First Mortgage secured 5 %% Series 3 993B 
Environmental Revenue Refunding Bonds, due February 15,2028. PSI redeemed these bonds with the proceeds from the issuance by 
the Indiana Finance Authority of $50 million principal amount of its Environmental Revenue Refunding Bonds, Series 2005A, due 
July I,  2035. The bonds bear a fixed rate of interest through 2035 of 4.50 percent. 

111 September 2005, PSI redeemed all of its $30 million principal amount 7.125% Series AAA First Mortgage Bonds, due 2024. 

In October 2005. PSI borrowed the proceeds from the Indiana Finance Authority's issuance of $50 million p~incipal amount of its 
~nviron~nental' Revenue Bonds, Series 2005C, due October 1, 2040. The initial interest rate for Series 2005C Bonds was 2.75%. This 
rate initially reset on December 2,2005 and then every 35 days by auction thereafter. Because the holders cannot tender the . 
Series 2005C Bonds for purchase by the issuer while the Series 2005C Bonds are in the auction rate mode, these debt obligations are 
classified as L,oizg-ten71 debt. PSI is using the proceeds from these borrowings to assist in the acquisition and construction of solid 
waste disposal facilities located at various generating stations in  Indiana. 

Also in October 2005, PSI issued $350 million principal amount of its 6.12% Debentures due October 15,2035. Proceeds from this 
issuance were used for general corporate purposes and the repayment of outstanding short-term indebtedness. 

In January 2006, ULH&P assumed responsibility for principal and interest payments on $61 million of CG&E's long-term pollution 
control bonds in conjunction with the transfer of certain generating assets to UL,H&P. The bonds will still remain on CG&E's 
balance sheet and UL,H&P's obligation will be reflected as an intercompany note payable from ULH&P to CG&E. See Note 22 for 
additional information. 

The following table reflects the long-term debt maturities excluding any redemptions due to the exercise of call provisions or capital 
lease obligations. Callable means we have the right to buy back a given security from the holder at a specified price before maturity. 

Long-term Debt Maturities 

CG&E and 
Ciner~vfl) subsidiaries PSI ULH&P 

(in millions) 



2010 

Thereafter 

Total 

(1) The results 01' Cinergy also include amounts related to non-registrants. 



Maintenance and replacement fund provisions contained in PSI's first mortgage bond indenture require: (1) cash payments, (2) bond 
retirements. or (3) pledges of unfunded property additions each year based on an amount related to PSI's net revenues. 

CG&E's trans~nission and dist~ibution assets of approximately $2.9 billion are subject to the lien of its first mortgage bond indenture. 
The utility property of PSI is also subject to thc lien of its first mortgage bond indenture. 

As discussed pleviously, CG&E and PSI periodically borrowed proceeds from the issuance of tax-exempt bonds lor the purpose ol 
funding the acquisition and construction of solid wastc disposal facilities located at various generating stations in Indiana and Ohio. 
Because some of these facilities have not commenced construction and others are not yet complete, proceeds from the borrowings 
have been placed in escrow with a trustee and may be drawn upon only as facilities are built and qualified costs incurred. In the event 
any of the proceeds are not drawn, CG&E and PSI would eventually be required to return the unused proceeds to bondholders. 
CG&E and PSI expect to draw down all ol the proceeds over the next two years. 

7. Notes Payable and Other Short-term Obligations 

Short-term obligations may include: 

0 short-term notes; 

0 variable rate pollution control notes; 

0 commercial paper; and 

money pool. 



Cinergy Corp.'s short-term borrowings consist primarily of unsecured revolving llnes of credit and the sale of commercial papeI. 
Cinergy Corp.'s revolving credit facility and commercial papel program also support the short-term borrowing needs of CG&E, 
PSI, and ULH&P. In addition, Cinergy Corp., CG&E, and PSI maintain uncommitted lines of credit. These facilities are not firm 
sources of capital but rather informal agieements to lend money. subject to availability, with pricing determined at the time of 
advance. The following table summarizes our Notes payable and other. short-term obligatiolls and Notes payable to afiliated 
companies: 

December 31,2005 December 31,2004 
Weighted Weighted 

Established Average Established Average 
Lines Outstanding Rate Lines Outstanding Rate 

(in millions) 

Cinergy 
Cinergy Corp. 

Revolving line(1) $ 2,000 $ - 
Uncomrnitted lines 40 - 
Commercial paper(2) 515 

Utility operating companies 
Uncommitted lines 
Pollution control notes 

Non-regulated subsidiaries 
Revolving lines(3) 162 77 
Short--term debt 9 
Pollution control notes 25 

Cinergy Total $ 924 

CG&E and subsidiaries 
Uncommitted lines 9; 15 $ - 
Pollution control notes 112 
Money pool 114 

CG&E Total $ 226 

PSI 
Uncommitted lines $ 60 $ - 
Pollution control notes 186 
Money pool 250 

PSI Total $ 436 

ULH&P 
Money pool $ 30 

ULH&P Total !$ 30 

(1) Consists of a five-year facility which was entered into in September 2005, matures in September 2010, and contains $500 
million sublimits each for CG&E and PSI, and a $100 million sublimit for ULH&P (which was increased from $65 million 
in conjunction with its transaction with CG&E in which ULH&P acquired interests in three of CG&E's electric generating 
stations. See Note 22 for further information regarding this transaction.) 

(2) Cinergy Corp.'s commercial paper program limit is $1.5 billion. The commercial paper program is supported by Cinergy 
Corp.'s revolving line of credit. 



(3) Of the $162 million and $158 million, in 2005 and 2004, respectively, $1 50 million relates to a three-year senior revolving 
credit facility that Cinergy Canada, Inc. entered into in December 2004 that matures in December 2007 

(a) Short-term Notes 

Short-term bo~rowings mature within one yea1 from the date of issuance. We primarily use an unsecured  evolving line of credit and 
the sale of commercial paper for short-term borrowings. A portion of Cinergy Corp.'s revolving line is used to provide credit 
support for commercial paper and letters of credit. When the revolving line is reserved for commercial paper or backing letters of 
credit, it  is 1101 available lor additional bo~rowings. The fees paid to secure short-term borlowings were immaterial du~ing each of the 
years ended December 3 1,2005,2004, and 2003. 

In September 2005, Cinergy Corp., CG&E, PSI ,  and UL,H&P entered into a live-year revolving credit facility with a termination 
date of September 2010, which can be extended twice, each extension for an additional one-year 



period. The new credit agreement replaces two existing credit agreements, one dated April 2004 and one dated December 2004. 

The new credit agreement provides that the pending merger bctween Dulte and Cinergy Corp. will not be considered a fundamental 
change or a "Change of Control" for purposes of thc credit agreement. 

For purposes of making borrowings the new credit agreement does not requirc certain environmental, legal or material advelse change 
representations and warranties that were in the crcdit agreements i t  replaced. 

At December 31,2005, Cinergy Corp. had $1.1 billion remaining unused and available capacity relating to its $2 billion ~cvolving 
crcdit facility. 'This revolving c~edit facility includes thc following: 

Outstanding 
Established and Unused and 

Credit Facility Expiration Lines Committed Available 
(in millions) 

Five-year senior revolving September 20 10 
Commercial paper support 
Letter of credit support 

Total five-year facility(1) 

(1) In September 2005, Cinergy Corp. successfully placed a $2 billion senior unsecured revolving credit facility which 
replaced the $1 billion three-year facility, set to expire in April 2007, and the $1 billion five-year facility, set to expire 
in December 2009. CG&E and PSI each have $500 million borrowing sublimits on this facility, and ULH&P has a 
$100 million borrowing sublimit on this facility (which was increased from $65 million in conjunction with its 
transaction with CG&E in which ULH&P acquired interests in thee of CG&E's electric generating stations. See Note 
22 for furtl.ler information regarding this transaction.) 

In addition to the revolving credit facility, Cinergy Corp., CG&E, and PSI also maintain uncommitted lines of credit. These 
facilities are not guaranteed sources of capital and represent an informal agreement to lend money, subject to availability, with pricing 
to be determined at the time of advance. Cinergy Corp.. CG&E, and PSI have established uncommitted lines of $40 million, $15 
million, and $60 million, respectively, all of which remained unused as of December 31,2005. 

In our credit facility, Cinergy Corp. has covenanted to maintain: 

* a consolidated net worth of's2 billion: and 

* a ratio of consolidated indebtedness to consolidated total capitalization not in excess of 65 percent. 

As part of CG&E7s $500 million sublimit under the $2 billion five-year credit facility, CG&E has covenanted to maintain: 

* a consolidated net worth of $1 billion; and 

* a ratio of consolidated indebtedness to consolidated total capitalization not in excess of 65 percent. 



As part of PSI'S $500 million sublimit under the $2 billion five-year credit facility, PSI has covenanted to maintain: 

* a consolidated net worth of $900 million: and 

a ratio of consolidated indebtedness to consolidated total capitalization not in excess of 65 percent. 

As part of IIL,H&P's $100 million sublimit under the $2 billion five-year credit facility, UL,H&P has covenanted to maintain: 

0 a consolidated net worth of $200 million; and 

* a ratio of consolidated indebtedness to consolitlated total capitalization not in excess of 65 percent. 



A breach of these covenants could ~esult in the termination of the credit facility and the acceleration of the related indebtedness. In 
addition to breaches of covenants, certain other events that could ~esult in the termination of the available credit and acceleration of 
the related indebtedness include: 

* bankruptcy; 

defaults in the payment of other indebtedness: and 

judgments against the company that are not paid or insu~ed. 

The latter two events, however, are subject to dollar-based materiality thresholds. In no event shall a default on the part of CG&E. 
PSI, or ULH&P result solely from a default on the part of any other borrower, including Cinergy. As of December 31, 2005, 
Cinergy, CG&E, PSI, and ULH&P are in compliance with all of their debt covenants. 

(b) Variable Rate Pollution Corltrol Notes 

CG&E and PSI have issued certain variable rate pollution control notes (tax-exempt notes obtained to finance equipment or land 
development for pollution control purposes). Because the holders of these notes have the right to have their notes ~edeemed on a 
daily, weekly, or monthly basis, they are reflected in Notes payable atzd other short-term obligatiorls on the Balance Sheets of 
Cinergy, CG&E, and PSI. At December 31,2005, Cinergy, CG&E and PSI had $323 million, $1 12 million and $186 million, 
respectively, outstanding in variable rate pollution control notes, classified as short-term debt. ULH&P had no outstanding 
short-term pollution control notes. Any short-term pollution control note borrowings outstanding do not reduce the unused and 
available short-term debt regulatory authority of CG&E, PSI, and ULH&P. 

In August 2004, PSI borrowed the proceeds from the issuance by the Indiana Development Finance Authority of $55 million principal 
amount of its Environmental Revenue Bonds, Series 2004A, due August 2039. The initial interest rate for the bonds was 1.13% and is 
reset weekly. Proceeds from the borrowing will be used for the acquisition and construction of various solid waste disposal facilities 
located at various generating stations in Indiana. The funds are being held in escrow by an independent trustee and will be drawn 
upon as facilities are built. Holders of these notes are entitled to credit enhancement in the form of a standby letter of credit which, if 
drawn upon, provides for the payment of both interest and principal on the notes. Because the holders of these notes have the right to 
have their notes redeemed on a weekly basis, they are reflected in Notes payable and other short-ter.nz obligations on Cinergy's and 
PSI's Balance Sheets. 

In October 2005, PSI borrowed the proceeds from the Indiana Finance Authority's issuance of $50 million principal amount of its 
Environmental Revenue Bonds, Series 2005B, due October 1, 2040. Holders of the Series 2005B Bonds are entitled to credit 
enhancement in the form of a standby letter of credit, which if drawn upon, provides for the payment of both interest and principal on 
the Series 2005B Bonds. The initial interest rate for the Series 2005B Bonds was 2.75% and is reset weekly. Because the holders have 
the right to have their Bonds ~edeemed on a weekly basis, they are classified as Notes payable arzd other slzort-ternz obligatiotls on 
Cinergy's and PSI's Balance Sheets. PSI is using the proceeds from these borrowings to assist in the acquisition and construction of 
solid waste disposal facilities located at various generating stations in Indiana. 

In January 2006, ULH&P assumed responsibility for principal and interest payments on $16 million of CG&E's redeemable variable 
rate pollution control bonds in conjunction with the transfer of certain generating assets to ULH&P. The bonds will still remain on 
CG&E's balance sheet and ULH&P's obligation will be reflected as an intercompany note payable from ULH&P to CG&E. See 
Note 22 for additional information. 

(c) Corninercial Paper 



Cinergy Corp.'~ commercial paper program is supported by Cinergy Corp.'~ $2 billion revolving credit facility. The commercial 
paper program supports, in part, the short-term borrowing needs of CG&E and PSI and eliminates their need for separate commercial 
paper programs. In September 2004, Cinergy Corp. expanded its coinmercial paper program from $800 million to a maximum 
outstanding principal amount of $1.5 billion. As of December 31,2005, Cinergy Corp. had $515 million in commercial paper 
outstanding. 



(d) Motley Pool 

Cinergy Corp., Services, and our utility operatrng companies particrpate in  a money pool ar-rangemcnt to better manage cash and 
working capital tequirements Under this artangement, those companies with surplus short-term tunds plovide short-term loans to 
affiliates (other than Cinergy Corp.) participating under this arrangement. This surplus cash may be from interrial or external 
sources. The amounts outstanding unde~ this money pool anangernent are shown as a component 01 Notes receivable jr-om affiliated 
cni71l?arries andlor Notes payable tcl nfSiliatec1 con~panies on the Balance Sheets of CG&E, PSI, and ULH&P. Any moncy pool 
borrowings outstanding reduce the unused and available short-term debt regulatory authority of CG&E, PSI, and ULH&P. 

8. Leases 

(a) Opemting Leases 

We havc entered into operating lease agreements for various facilities and properties such as computer, communication and 
transportation equipment, and office space. Total rental payments on operating leases for each of the past three years are detailed in 
the Iollowing table. This table also shows future minimum lease payments required for operating leases with remaining 
non-cancelable lease terms in excess of one year as of December 31,2005: 

Estimated Minimum Lease Pavments 
2003 2004 2005 2006 2007 2009 2 0 0 8 -  2010 Thereafter Total 

(in millions) 
Cinergy(1) $ 72 $ 85 $ 66 $ 44 $ 36 $ 26 $ 18 $ 14 $ 25 $ 163 
CG&E and subsidiaries 34 36 30 9 7 6 4 3 4 35 
PSI 3 1 32 27 11 10 9 7 6 10 . 53 
ULH&P 4 4 2 - - - - - - - 

(1) The results of Cinergy also include amounts related to non-re,' -1strants. 

(b) Capital Leases 

In each of the years 1999 through 2005, CG&E, PSI, and ULH&P entered into capital lease agreements to fund the purchase of gas 
and electric meters, and associated equipment. The lease terms are for 120 months commencing with the date of purchase and contain 
buyout options ranging from 105 to 108 months. The first buyout will occur in December 2008 and each year thereafter. It is our 
objective to own the meters and associated equipment indefinitely and the operating companies plan to exercise the buyout option at 
month 105. As of December 31, 2005, Cinergy's effective interest rate on capital lease obligations outstanding was 5.5 percent. The 
meters and associated equipment are depreciated at the same rate as if owned by the operating companies. CG&E, PSI, and ULH&P 
each recorded a capital lease obligation, included in  Non-Curretzt Liabilities-Other-, 

The total minimum lease payments and the present values for these capital lease items are shown below: 

Total Minimum Lease Pavments 
CG&E and 

Cinergy subsidiaries PSI ULH&P 
(in millions) 

Total minimum lease payments(1) $ 91 $ 60 $ 32 $ 16 
Less: amount representing interest 17 12 6 4 
Present value of minimum lease 
payments $ 74 $ 48 $ 26 $ 12 



(1 )  Annual minimum lease payments are immaterial. 



9. Financial Instru~nents 

(a) Fiizarlcial Derivatives 

We have entered into financial derivative contracts for thc purpose 01 managing financial inst~ument risk. 

Our current policy of managing exposure to fluctuations in interest rates is to maintain approximately 30 percent of the total amount of 
outstanding debt in variable interest rate debt instruments. In maintaining this level ol'exposure, we use interest rate swaps. Under 
the swaps, we agree with other parties to exchange. at specified intervals, the difference between fixed rate and variable rate interest 
amounts calculated on an agreed notional amount. 

CG&E has an outstanding inte~est rate swap agreement that decreased the perccntage of variable rate debt. Under the provisions of 
the swap, which has a notional amount of $100 million, CG&E pays a fixed rate and receives a variable rate through October 2007 
This swap qualifies as a cash flow hedge under the provisions of Statement 133. As the teIms of the swap agreement mirror the terms 
of the debt agreement that it is hedging, we anticipate that this swap will continue to be effective as a hedge. Changes in h i s  value of 
this swap are recorded in Acc~~rn~~lated other con7pre17ensive irzcorne (loss). 

In June 2005, PSI executed two forward starting swaps with a combined notional amount of $325 million. The forward starting swaps 
effectively fix the benchmark interest rate of an anticipated issuance of fixed rate debt from June 2005 through June 2006, the 
expecled date of issuance of the debt securities. Both forward starting swaps have been designated as cash flow hedges under the 
provisions of Statement 133. As the terms of these swap agreements mirror the terms of the forecasted debt issuance, we anticipate 
that they will be highly effective hedges. Change5 in the fair value of these swaps are recorded in Accui~zzilated other conzpreherzsive 
inconze (loss). 

See Note l(m)(ii) for additional information on financial derivatives. In the future, we will continually monitor market conditions to 
evaluate whether to modify our use of financial derivative contracts to manage financial instrument risk. 

(b) Fair Value of Other Firlarlcial Iiurrunzents 

The estimated fair values of other financial instruments were as follows (this information does not claim to be a valuation of the 
companies as a whole): 

December 31.2005 December 31,2004 
Carrying Fair Carrying Fair 

Financial Instruments Amount Value Amount Value 
(in millions) 

Cinergy(1) 
First mortgage bonds and other 
long-term debl(2) $ 4,746 $ 4,831 $ 4,447 $ 4,7 10 

CG&E and subsidiaries 
Erst  mortgage bonds and other 
long-term debt(2) $ 1,595 $ 1,609 $ 1,594 $ 1,641 

long-term debt(2) 2,194 $ 2,215 $ 1,874 $ 1,999 



UI,H&P 
Other long-term debt $ 94 $ 96 $ 

(1) The results of Cinergy also include amounts related to non-registrants. 

(2) Includes amounts reflected as Lmlg-ten11 clebt due 1tlit11in one year. 



The following methods and assumptions were used to estimate the fair values of each major class of instruments: 

( i )  Cclsk arzcl cash equivalents, Restricted deposits, utld Notes pu;\lable ntzd otl7er slzot-t-tet711 obligatiorzs 

Due to the short period to maturity, the carrying amounts reflected on the Balance Sheets approximate fair values. 

( i i)  Long-ten17 debt 

The fair values of long-te~m debt issues were estimated based on the latest quoted market prices or, if not listed on the New York 
Stock Exchange, on the present value of future cash flows. The discount rates used approximate the incremental bo~rowing costs for 
simila~ instruments. 

(c) Credit Risk 

Credit risk is the exposure to economic loss that would occur as a result of nonperformance by counterparties, pursuant to the terms of 
their contractual obligations. Specific components of credit risk include counterparty default risk, collateral risk, concentration risk, 
and settlement risk. 

(i) Trade Receivables and Physical Power PortJblio 

Our concentration of credit risk with respect to trade accounts receivable from electric and gas retail customers is limited. The large 
number of customers and diversified customer base of residential, commercial, and industrial customers significantly reduces our 
credit risk. Contracts within the physical portfolio of power marketing and trading operations are primarily with traditional electric 
cooperatives and municipalities and other investor-owned utilities. At December 31, 2005, we believe the likelihood of significant 
losses associated with credit risk in our trade accounts receivable or physical power portfolio is remote. 

( i i)  Erzergy Trading Credit Risk 

Cinergy's extension of credit for energy marketing and trading is governed by a Corporate Credit Policy. Written guidelines 
approved by Cinergy's Risk Policy Committee document the management approval levels for credit limits, evaluation of 
creditworthiness, and credit risk mitigation procedures. Exposures to credit risks are monitored daily by the Corporate Credit Risk 
function, which is independent of all trading operations. As of December 31, 2005,95 percent of Cinergy's credit exposure and 89 
percent of CG&E's credit exposure, net of credit collateral, related to energy trading and marketing activity was with counterparties 
rated investment grade or the counterparties' obligations were guaranteed or secured by an investment grade entity. The majority of 
these investment grade counterparties are externally rated. If a counterparty has an external rating, the lower of Standard & Poor's or 
Moody's Investors Service is used; otherwise, Cinergy's internal rating of the counterparty is used. Cinergy's remaining five percent 
represents credit exposure of $74 million and CG&E's remaining 11 percent represents credit exposure of $38 million with 
counterparties rated non-investment grade. 

As of December 31,2005, CG&E had a concentration of trading credit exposure of $62 million with one counterparty accounting for 
greater than 10 percent of CG&E's total trading credit exposure. This counterparty is rated investment grade. 



Energy commodity prices can be extremely volatile and the market can. at times, lack liquidity. Because of these issues, credit risk for 
energy commodities is generally greater than with other commodity trading. 

We continually review and monitor our credit exposure to all counterparties and secondary counterparties. If appropriate, we adjust 
our crcdit reserves to attempt to compensate Tor increased credit risk within the industry. Counterparty crcdit limits may be adjusted 
on a daily basis in response to changes in a counterparty's financial status or public debt ratings 



(iii) Fir~lzrlci~zl Del-i~)atives 

Potential cxposure to credit risk also exists horn our use of linancial derivatives such as interest rate swaps and treasury locks. 
Becausc these financial inst~uments are transacted with highly rated financial institutions, we do not anticipate nonperformance by any 
of the counterpar ties. 

10. Notes Receivable 

Cinergy has approximately $194 million and $214 million of notes receivable as of December 31, 2005 and 2004, respectively, 
comprised of two separate notes with one counterparty. The credit rating of the counterparty is BBB. 

The first note, with a December 31,2005 balance of $82 million and a December 31,2004 balance of$101 million, bears an effective 
interest rate of 7.81 percent and matures in August 2009. The second note, with a balance of $1 12 million as of December 31,2005 
and $1 13 million as of December 31, 2004, bears an effective interest rate of 9.23 percent and matures in December 2016. 

The following table reflects the maturities ot these notes as of December 31, 2005. 

Notes Receivable Maturities 
(in millions) 

2006 $ 23 
2007 25 
2008 29 
2009 24 
2010 8 
The1 eafter 85 - 

Total $ 194 

11. Pension and Other Postretirement Benefits 

Cinergy Corp. sponsors both pcnsion and other postretirement benefit plans. 

Our qualified defined benefit pension plans cover substantially all United States employees meeting certain minimum age and service 
requirements. During 2002, eligible Cinergy employees were offered the opportunity to make a one-time election, effective 
January 1,2003, to either continue to have their pension benefit determined by the traditional defined benefit pension formula or to 
have their benefit determined using a cash balance fbrmula. A similar election was provided to certain union employees at a later 
time. 

The traditional defined benefit program utilizes a final average pay formula to determine pension benefits. These benefits are based 
on: 

years of participation; 

age at retirement; and 



the applicable average Social Security wage base. 

Benefits are accrued under the cash balance formula bascd upon a percentage of pension eligible earnings plus interest. 111 addition, 
participants with the cash balance formula may request a lump-sum cash paymcnt upon termination of their employment, which may 
result in increased cash requirements from pension plan assets. At the effective time of the election, benefits ceased accruing under 
the traditional defined benefit pension formula for employees who elected the cash balance formula. There was no change to 
retil-cment benefits carned prior to the effective time of the clcction. Thc pension benelits of all non-union and ccrtain union 
employees hired after 



December 3 1, 2002 a e  calculated using the cash balance formula. At December 3 1, 2005, approximately 81 percent of Cinergy's 
employees remain in the traditional defined benefit program. 

The introduction of the cash balance features to our defincd benefit plans did not have a material effect on our financial position or 
results of operations. 

Funding for the clualified defined benefit pension plans is based on actuarially determined contributions, the maximum of which is 
generally the amount deductible for tax purposes and the minimum being that required by the Employee Retirement Income Security 
Act of 1974, as amended. The pension plans' assets consist of investments in equity and debt secu~ities. 

Cinergy's investment strategy with respect to pension assets is designed to achieve a moderate level of overall portfolio risk in 
keeping with our desired risk objective, which is established through careful consideration of plan liabilities, plan funded status, and 
corporate financial condition. The portfolio's target asset allocation is 60 percent equity and 40 percent debt with specified allowable 
ranges around these targets. Within the equity segment, we are broadly diversified across domestic, developed international and 
emerging market equities, with the largest concentration being domestic. Further diversification is achieved through allocations to 
growth/value and small-, mid-, and large-cap equities. Within the debt segment, we principally maintain separate "core plus" and 
"core" portfolios. The "core plus" portfolio makes tactical use of the "plus" sectors (e.g., high yield, developed international, 
emerging markets, etc.) while the "core" portfolio is a domestic, investment grade portfolio. In late 2004, Cinergy commenced the 
implementation of alternative investment strategies in its investment program. The initial allocation incorporated an investment in a 
hedge fund of funds in conjunction with an S&P 500 swaps and futures overlay program and is classified as part of our large-cap 
United States equity allocation. In 2005, a commitment was made to a private equity fund of funds with funding expected to occur 
over an approximate three-year period. Fund of funds are limited partnership vehicles that allocate invested capital to underlying 
funds (e.g. hedge funds or private equity) that pursue various investment strategies. Other than the hedge fund of funds strategy, the 
use of derivatives is currently limited to collateralized mortgage obligations and asset-backed securities. Investment risk is measured 
and monitored on an ongoing basis through quarterly investment portfolio reviews, annual liability measurements, and periodic 
asset/liability studies. 

Cinergy uses a September 30 measurement date for its defined benefit pension plans. The asset allocation at September 30,2005 and 
2004 by asset category was as follows: 

Percentage of Fair Value of 
Plan Assets at Seotember 30 

Asset Cateeorv 2005 2004 

Equity securities(1) 
Debt securities(2) 
Cash 

(1) The portfolio's target asset allocation is 60 percent equity with an allowable range of 50 percent to 70 percent. 

(2) The portfolio's target asset allocation is 40 percent debt with an allowable range of30 percent to 50 percent. 

In addition, Cinergy Corp. sponsors non-qualified pension plans (plans that do not meet the criteria for certain tax benefits) that 
cover officers, certain other key employees, and non-employee directors. We began funding certain of these non-qualified plans 
through a rabbi trust in 1999. This trust, which consists of equity (64 percent) and debt (36 percent) securities at December 31, 2005, 
is not restricted to the payment of plan benefits and therefbre, not considered plan assets under Statement 87. 'Trust assets were 
approximately $10 million, for both the years ended December 31,2005 and 2004, and are reflected in Cinergy's Balance Sheets as 
Other investtnents. 

Cinergy Corp. provides certain health care and life insurance benefits to retired United States employees and their eligible 
dependents. These benefits are subject to minimum age and service requirements. ?be health care benefits include medical coverage, 
dental coverage, and prescription drugs and are subject to certain limitations, such as deductibles and co-payments. Neither CG&E 
nor ULH&P pre-fund their obligations for these postretirement benefits. In 1999, PSI began pre-funding its obligations through a 



grantor trust as authorized by the IURC. This trust, which consists of equity (65 percent) and debt (35 percent) securities at 
December 31, 2005, is not restricted to 



the payment of plan benefits and therefore, not considered plan assets under Statement 106. At December 31, 2005 and 2004, trust 
assets were approximately $74 million and $71 million, respectively, and are reflected in Cinergy's Balance Sheets as Other 
investrnerzts. 

1 

Qualified pension benefit contributions for 2005 wcxe $102 million. Based on preliminary estimates, we expect 2006 contributions of 
approximately $120 million for qualified pension benefits. As discussed previously, we do not hold "plan assets" as defined by 
Statement 87 and Statement 106 for our non-qualified pension plans and other postretirement benefit costs, and the~efo~e 
contributions are equal to the benefit payments presented in  the following table. 

The following estimated benefits payments, which reflect future service, are expected to be paid: 

Qualified Other 
I'ension Non-Qualified Postretirement 
Benefits Pension Benefits Benefits 

(in millions) 

2006 $ 79 $ I0 $ 25 
2007 79 I0 26 
2008 8 1 10 27 
2009 83 14 28 
2010 86 10 29 
Five years thereafter 508 56 166 

Our benefit plans' costs for the past th~ee years included the following components: 

Service cost 
Interest cost 
Expected return on plans' assets 
Amortization of transition (asset) 

obligation 
Amortization of prior service cost 
Recognized actuarial gain 
Voluntary early retirement costs 

(Statement 88)(1) 
Net periodic benefit cost 

Qualified Non-Qualified Other 
Pension Benefits Pension Benefits Postretirement Benefits 

2005 2004 2003 2005 2004 2003 2005 2004 2003 --------- 
(in millions) 

(1) SFAS No. 88, Etnployers ' Accoilrzting for Settlements and Cur-tailments of Defined Benefit Pension Plans and for Termination 
Benefits (Statement 88). 

The net periodic benefit cost by registrant was as fbllows: 

Qualified Non-Qualified Other 
Pension Benefits Pension Benefits Postretirement Benefits 

2005 2004 2003 2005 2004 2003 2005 2004 2003 
(in millions) 

Cinergy(1) $ 5 9 $  4 9 . $  4 9 $  1 7 $  1 6 $  1 3 $  4 0 $  3 6 s  35 
CG&E and subsidiaries 13 15 10 1 1 1 8 9 9 
PSI 11 13 12 1 1 1 15 20 18 



(1 )  The results of Cinergy also include amounts related to non-registrants. 





Discount rate 
Rate of Suture compensation increase 



The weighted-average assumptions used to determine net periodic benefit cost for the years ended December 31, 2005, 2004, and 
2003 were as l'ollows: 

Qualified Non-Qualified Other 
Pension Benefits Pension Benefits Postretirement Benefits 

2005 2004 2003 2005 2004 2003 2005 2004 2003 --------- 
Discount rate 
Expected return on plans' assets 
Rate of future compensation increase 

Our discount rate is determined by matching the anticipated payouts under our pension and postretirement plans to the rates f'rom a 
hypothetical spot rate yield curve. The curve is created by deriving the rates for hypothetical zero coupon bonds from high-yield 
double A coupon bonds of varying maturities. Non-callable bonds and outliers (defined as bonds with yields outside of two standard 
deviations from the mean) are excluded in computing the yield curve. 

The calculation of Cinergy's expected long-term rate of return is a two-step process. Capital market assumptions (e.g., forecasts) are 
first developed for various asset classes based on underlying fundamental and economic drivers of performance. Such drivers for 
equity and debt instruments include profit margins, dividend yields, and interest paid for use of capital. Risk premiums for each asset 
class are then developed based on factors such as expected liquidity, credit spreads, inflation uncertainty and country/currency risk. 
Current valuation factors such as present interest and inflation rate levels underpin this process. 

'The assumptions are then modeled via a probability based multi-factor capital market methodology. Through this modeling proces's, 
a range of possible 10-year annualized returns are generated for each strategic asset class. Those returns falling at the 5oth percentile 
are utilized in the calculation of Cinergy's expected long-term rate of return. 

The assumed health care cost trend rates were as follows: 

Health care cost trend rate assumed for next year 
Rate to which the cost trend rate is assumed to decline (the ultimate 
trend rate) 
Year that the rate reaches the ultimate trend rate 

Assumed health care cost trend rates have a significant effect on the amounts reported for the health case plans. Our health care cost 
trend is calculated using healthcare inflation rates, Gross Domestic Product growth, Medicare integration, allowances for plan design 
variables, and other cost drivers. A one-percentage-point change in assumed health care cost trend rates would have the following 
effects: 

One-Percentage- One-Percentage- 
Point Increase Point Decrease 

(in millions) 

Effect on total of service and interest 
cost components $ 4 $ (4) 
Effect on APBO 47 (42) 



On December 8,2003, President Bush signed into law the Medicare Prescription Drug. Ilnprovement and Modernization Act of 2003 
(the Act). The Act introduced a prescription drug bencfit to retirees as well as a fedcral subsidy to sponsors of retiree health case 
benefit plans that provide a prescription drug benefit that is actuarially equivalent to the benefit provided by Medicare. We believe 
that our coverage for prescription drugs is at least actuarially equivalent to the benefits provided by Medicare for most current retirees 
because our benefits for that group substantially exceed the benefits provided by Medicare. thereby allowing us to qualify for the 
subsidy. We have accounted for the subsidy as a reduction of our APBO The APBO was reduced by approximately $17 lnillion and 
will be alnortized as an actuarial gain ove~  Suture periods, thus reducing future benefit costs. The impact on our 2004 and 2005 net 
periodic benefit cost was not material Our accounting treatment for the subsidy is consistent 



with FASB Staff Position No. 106-2, Accoc~rltir1g mld L)isclosure Requirer71erlts Related to the Meclickare Ptesci.il>tior~ Drug, 
Ir11pr.ove111er7t arzd Moclerrzizatiorl Act of 2003. 

In January 2004, Cinergy announced to employees the creation of a new retiree Health Reimbursement Account (HRA) option, which 
will impact the postretirement healthcare benefits provided by Cinergy. HRAs are bookkeeping accounts that can be used to pay for 
qualified medical expenses after retirement. The majority of'employees had the opportunity during the Fall of2004 to make a 
one-time election to remain in Cinergy's current retiree healthcare program or to move to the new HRA option. Approximately 40 
percent of' Cinergy's employees elected the new HRA option. The HRA option has no effect on current retirees receiving 
postretirement benefits from Cinergy. As is the case under the current retiree health program, employees who participate i n  the HRA 
option, generally, will become eligible to receive their HRA benefit only upon retirement on or after the age of 50 with at least five 
years of service. We expect that the impact ofthe new HRA option will not be material to our other postretirement benefit costs. 

12. Income Taxes 

'The following table shows the significant components of Cinergy's, CG&E's, PSI'S, arid ULH&P's net deferred income tax 
liabilities as of December 3 1: 

CG&E and subsidiaries PSI ULH&P 
2005 2004 2005 2005 2004 2005 2004 2004 - - - -- 

(in millions) 

Deferred Income Tax Liability 
Property, plant, and equipment 
Unamortized costs of reacquiring debt 
Deferred operating expenses and carrying 

costs 
Purchased power tracker 
RTC 
Net energy risk management assets 
Amounts due f ~ o m  customers-income taxes 
Gasification services agreement buyout 

costs 
Other 

Total Deferred Income Tax Liability 2,015 2,116 1,163 1,223 737 773 60 65 

Deferred Income Tax Asset 
Unamortized investment tax credits 
Accrued pension and other postretirement 

benefit costs 
Net energy risk management liabilities 
Deferred operating expenses and carrying 

costs 
Rural Utilities Service obligation 
Tax credit carryovers 
Other 

Total Deferred Income Tax Asset 492 528 108 132 127 135 7 7 

Net Deferred Income Tax Liability $ 1.523 $ 1,588 $ 1,055 $ 1.091 $ 610 $ 638 $ 53 $ 58 ---- 
(1) The results of Cinergy also include amounts related to non-registrants. 

Cinergy and its subsidiaries file a consolidated federal income tax return and combined/consolidated state and local tax returns in 
certain jurisdictions. The corporate taxable income method is used to allocate tax benefits to the subsidiaries whose investments or 
results of operations provide those tax benefits. Any tax liability not directly attributable to a specific subsidiary is allocated 



proportionately among the subsidiaries as required by the agreement. 
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The following table sum~narizes federal and state income taxes charged (credited) to income lor Cinergy, CC&E, PSI, and ULH&P: 

CGSrE and subsidia~ies 
2005 2004 2003 2005 2004 2003 2005 2004 2003 

(in millions) 

Current Income Taxes 
Federal $ 107 $ 78 $ 34 $ 213 $ 88 $ 84 $ 126 $ 52 $ 45 $ 5 $ 3 $ I 
State 30 30 25 15 17 12 25 11 17 1 - 1 - - - - - - - -  

Total Current Income 
Taxes 137 108 59 228 105 96 151 63 62 6 3 2 

Deferred Income 
Taxes 
Federal 

Depreciation and 
other pIoperty, 
plant, and 
equipment-related 
items (96) 126 130 (38) 76 74 (58) 61 4 1 (4) 7 8 

Pension and other 
postretirement 
benefit costs 5 (29) 23 2 - 10 2 (14) 7 1 - - 

Unrealized energy 
risk 
management 
transactions 9 26 6 (20) 13 5 - 1 1 - - - 

Fuel costs 32 (48) 7 10 (27) 5 22 (21) 3 1 (1) - 
Purchased power 

tracker (2) 4 (5) - 5 - (2) (1) (7) - - - 
Gasification 

services 
agreement 
buyout costs (3) (3) - - (3) (3) - - ---- 

Tax credit 
carryovers (47) (75) (47) - - - - - - - - - 

Other net 34 3 9 13 (40) (1) (7) (20) (8) 3 - (2) -- 
Total Deferred 

Federal Income 
Taxes (68) 7 71 (47) 60 74 (30) 39 34 1 6 6 

State 35 (4) 22 8 (1) 13. - 9 - 13 - 8 - 1 - 1 - 2 

Total Deferred 
Income Taxes (33) 3 93 (39) 59 87 (21) 52 42 2 7 8 

Investment Tax 
Credits-Net ,(8_)(&)(8)(5)(5)(5)(3,(3)(3): -- - - 

TotalIncomeTaxes $ 96 $ 103 $ 144 $ 184 $ 159 $ 178 $ 127 $ 112 $ 101 $ 8 $ 10 $ 10 ------------ 
( I )  The results of Cinergy also include amounts related to non-registrants. 

Internal Revenue Code (IRC) Section 29145JS provides a tax credit (nonconventional fuel source credit) for qualified fuels produced 
and sold by a taxpayer to an unrelated person during the taxable year. The nonconventional fuel source credit reduced current federal 
income tax expense approximately $124 million, $98 million, and $84 million for 2005,2004, and 2003, respectively. See Note 
13(c)(ii) for further information on this tax credit. 



The following table presents a reconciliation of federal income taxes (which are calculated by multiplying the statutory federal income 
tax rate by book income before federal income tax) to the federal income tax expense reported in the Statements of Income for 
Cinergy, CG&E, PSI, and IJLH&P. 

Cinerev(1) . CG&E and subsidiaries PSI ULH&P 
2005 2004 2003 2005 2004 2003 2005 2004 2003 2005 2004 2003 ------------ 

(in millions) 

Statutory federal income tax 
provision 

Increases (reductions) In taxes 
resulting from: 

Amorli~ation of 
investment tax credits 

Depreciation and other 
property, plant, and 
equipment- elated 
differences 

Preferred dividend 
requirements of 
subsidiaries 

Income tax credits 
Foreign tax adjustments 
ESOP dividend 
Other-net 

FederalIncomeTaxExpense $ 31 $ 78 $ 97 $ 161 $ 143 $ 153 $ 92 $ 88 $ 76 $ 6 $ 9 $ 7 ------------ 
( I )  The results of Cinergy also include amounts related to non-registrants. 

In January 2006, IJLLH&P completed the acquisition of certain generating assets of CG&E. The asset transfer, which occurred at net 
book value, will increase the net deferred income tax liabilities related to these assets by 



approxi~natcly $7.4 million over the net deterled tax liabilities tecognized by CG&E as the result of the change in tax jurisdictions. 
See Note 22 for additional information on the transfer. 

13. Co~nmit~nents and Continpencics 

(a) Et~vironmer~tal 

( i )  Ernission Redirctiorl Rulemakings 

In October 1998, the Environmental Protection Agency (EPA) finalized its ozone transport rule, also known as the nitrogen oxides 
(NOX) State Implementation Plan (SIP) Call, which addresses wind-blown ozone and ozone precursors that impact a i ~  quality in 
downwind states. The EPA's final rule, which applies to 22 states in the eastern United States including the three states in which o u ~  
electric utilities operate, required states to develop rules to reduce NOx emissions from utility and industrial sources. In a related 
matter, in response to petitions filed by several states alleging air quality impacts from upwind sources located in other states, the EPA 
issued a rule pursuant to Section 126 of the Clcan Air Act (CAA) that requi~ed reductions similar to those required under the NOx SIP 
Call. Various states and industry groups challenged the final rules in the Court of Appeals for the District of Columbia Circuit, but the 
court upheld the key provisions of the rules. 

The EPA has proposed withdrawal of the Section 126 rule in states with approved rules under the final NOX SIP Call, which includes 
Indiana, Kentucky, and Ohio. All three states have adopted a cap and trade program as the mechanism to achieve the required 
reductions. Cinergy, CC&E, and PSI have installed selective catalytic reduction units (SCR) and other pollution controls and 
implemented certain combustion improvements at various generating stations to comply with the NOX SIP Call. Cinergy also utilize 
the NOX emission allowance market to buy or sell NOx emission allowances as appropriate. As of December 3 1,2005, we have 
incurred approximately $822 million in capital costs to comply with this program and do not anticipate significant additional costs. 

In March 2005, the EPA issued the Clean Air Interstate Rule (CAIR) which would require states to revise their SIP by September 
2006 to address alleged contributions to downwind non-attainment with the revised National Ambient Air Quality Standards for 
ozone and fine particulate matter. The rule established a two-phase, regional cap and trade program for sulfur dioxide (SO2) and 
NOx, affecting 28 states, including Ohio, Indiana, and Kentucky, and requires SO2 and NOx emissions to be cut 70 percent and 65 
percent, respectively, by 2015. At the same time, the EPA issued the Clean Air Mercury Rule (CAMR) which requires national 
reductions in mercury emissions from coal-fired power plants beginning in 2010. Accompanying the CAMR publication in the 
Federal Register was the EPA's determination that i t  was not appropriate and necessary to regulate mercury emissions from utilities 
under Section 112 of the CAA, requiring maximum achievable control technology, so that it would be possible to regulate those 
emissions under Section 1 11 of the CAA with the CAMR. The final regulation also adopts a two-phase cap and trade approach that 
requires mercury emissions to be cut by 70 percent by 2018. SIPS must comply with the prescribed reduction levels under CAIR and 
CAMR; however, the states have the ability to introduce more stringent requirements if desired. Under both CAIR and CAMR, 
companies have flexible compliance options including installation of pollution controls on large plants where such controls are 
particularly efficient and utilization of emission allowances for smaller plants where cor~trols are not cost effective. 

In August 2005, the EPA proposed a Federal Implementation Plan (FIP), which would implement phase 1 of CAIR by 2009 and 2010 
for NOX and SO2, respectively, for any state that does not develop a CAIR SIP in a timely manner. Numerous states, environmental 
organizations, industry groups, including some of which Cinergy is a member, and individual companies have challenged various 
portions of both rules. Those challenges are currently pending in the Federal Circuit Court for the District of Columbia. On October 
21,2005, the EPA agreed to reconsider certain aspects of the CAMR as well as the determination not to regulate mercury under 
Section 112 of the CAA. In December 2005 and again in January 2006, the EPA reconsidered portions of the CAIR, but did not 
propose any regulatory changes. At this time we cannot predict the outcome of these matters. 

Over the 2006-2010 time period, we expect to spend approximately $1.4 billion to reduce mercury, SO2, and NOX emissions. 'These 
projected expenditures include estimated costs to comply at plants that we own but do not operate and could change when taking into 



consideration compliance plans of co-owners or operators involved. Moreover, as market conditions change, additional compliance 
options may become available and our plans will be adjusted 

177 



accordingly. Approximately 53 percent of these estimated environmental costs would be incurred at PSI's coal-fired plants, for 
which recovery would be pursued in accordance with regulatory statutes governing environmental cost recovery. See (b)(ii) tbr more 
details. CG&E receives partial recovery of depreciation and financing costs related to environmental compliance projects for 
2005--2008 through its RSP. See (b)(iii) for more deta.ils. 

The EPA made final state non-attainment area designations to implement the revised ozone standard and to implement the new fine 
particulate standard in  June 2004 and April 2005, respectively. Several counties in which we operate have been designated as being in 
non-attainment with the new ozone standard and/or fine particulate standard. States with counties that are designated as being in 
non-attainment with the new ozone and/or fine particulate standards are required to develop a plan of compliance by June 2007 and 
April 2008, respectively. Industrial sources in or near those counties are potentially subject to requirements for installation of 
additional pollution controls. In March 2005, various states, local governments, environmental groups, and industry groups, including 
some of which Cinergy is a member, filed petitions for review in the United States Court of Appeals for the D.C. Circuit to challenge 
the EPA's particulate matter non-attainment designations. Although the EPA has attempted to structure CAIR to resolve purported 
utility contributions to ozone and fine particulate non-attainment, at this time, Cinergy cannot predict the effect of current or future 
non-attainment designations on its financial position or results of operations. 

In July 2005, the EPA issued its final regional haze rules and implementing guidelines in response to a 2002 judicial ruling 
overturning key provisions of the original program. The regional haze program is aimed at reducing certain emissions impacting 
visibility in national parks and wilderness areas. The EPA has announced that it can foresee no circumstances where the requirements 
of the regional haze rule would require utility controls beyond those required under CAIR. The EPA also found that states 
participating in the CAIR cap and trade program need not require electric generating units to adhere to best available retrofit 
technology requirements. The states have until December 2007 to finalize their SIPS addressing compliance with EPA regulations. 
The states may choose to implement rnore stringent guidelines than promulgated by the EPA, and therefore it is not possible to predict 
whether the regional haze rule will have a material effect on our financial position or results of operations. 

(ii) Sectiorl 126 Petitiorzs 

In March 2004, the state of North Carolina filed a petition under Section 126 of the CAA in which it alleges that sources in 13 upwind 
states including Ohio, Indiana, and Kentucky, significantly contribute to North Carolina's non-attainment with certain ambient air 
quality standards. In August 2005, the EPA issued a proposed response to the petition. The EPA proposed to deny the ozone portion 
of the petition based upon a lack of contribution to air quality by the named states. The EPA also proposed to deny the particulate 
matter portion of the petition based upon the CAIR FIP, described earlier, that would address the air quality concerns from 
neighboring states. We expect a final FIP and ruling from the EPA on this matter by March 2006. It is unclear at this time whether 
any additional reductions would be necessary beyond those required under the CAIR. 

(iii) Clearz Air, Act Lawsuit 

In November 1999, and through subsequent amendments, the United States brought a lawsuit in the United States Federal District 
Court for the Southern District of Indiana against Cinergy, CG&E, and PSI alleging various violations of the CAA. Specifically, the 
lawsuit alleges that we violated the CAA by not obtaining Prevention of Significant Deterioration (PSD), Non-Attainment New 
Source Review (NSR), and Ohio and Indiana SIP permits for various projects at our owned and co-owned generating stations. 
Additionally, the suit claims that we violated an Administrative Consent Order entered into in 1998 between the EPA and Cinergy 
relating to alleged violations of Ohio's SIP provisions governing particulate matter at Unit 1 at CG&E's W.C. Beckjord Station. The 
suit seeks (1) injunctive relief to require installation of pollution control technology on various generating units at CG&E's W.C. 
Beckjord and Miami Fort Stations, and PSI's Cayuga. Gallagher, Wabash River, and Gibson Stations, and (2) civil penalties in 
amounts of up to $27,500 per day for each violation. In addition, three northeast states and two environmental groups have intervened 
in the case. In August 2005, the district court issued a ruling regarding the emissions test that it will apply to Cinergy at the trial of 
the case. Contrary to Cinergy's argument, the district court ruled that in determining whether a project was projected to increase 
annual emissions, it would not hold hours of operation constant. However, the district court subsequently certified the matter for 
interlocutory appeal to the Seventh Circuit Court of Appeals, which has accepted the appeal and set oral arguments for May 2006. In 
February 2006, the district court ruled that in carrying its burden of proof, the defendant can look to industry practice in proving a 
particular project was routine. The district 





court has removed the trial from the calendar and will reset a trial date. i f  necessary, after the Seventh Circuit rules. Notwithstanding 
the appeal, there are a number of other legal issues currently before the district court judge. 

In March 2000, the United States also filed in  the United States District Court for the Southern District of Ohio an amended complaint 
in a separate lawsuit alleging violations of the CAA relating to PSD. NSR. and Ohio SIP requirements regarding various generating 
stations, including a generating station operated by Col~~rnbus Southern Power Company (CSP) and jointly-owned by CSP, The 
Dayton Power and Light Company (DP&L), and CG&E. The EPA is seeking injunctive relief and civil penalties of up to $27,500 per 
day for each violation. This suit is being defended by CSP. In April 2001, the United States District Court for the Southern District of 
Ohio in that case ruled that the Government and the intervening plaintiff environmental groups cannot seek monetary damages for 
alleged violations that occurred prior to November 3, 1994; however, they a1.e entitled to seek in-junctive relief for such alleged 
violations. Neither party appealed that decision. This matter was heard in trial in July 2005. A decision is pending. 

In addition, Cinergy and CG&E have been informed by DP&L that In June 2000, the EPA issued a Notice of Violation (NOV) to 
DP&L for alleged violations of PSD, NSR, and Ohio SIP requirements at a station operated by DP&L and jointly-owned by DP&L, 
CSP, and CG&E. The NOV indicated the EPA may (1) issue an order requiring compliance with the requirements of the Ohio SIP, 01 

(2) bring a civil action seeking injunctive relief and civil penalties of up to $27,500 per day for each violation. In September 2004, 
Marilyn Wall and the Sierra Club brought a lawsuit against CG&E, DP&L and CSP for alleged violations of the CAA at this same 
generating station. This case is currently in discovery in front of the same judge who has the CSP case. 

We are unable to predict whether resolution of these matters would have a material effect on our financial position or results of 
operations. We intend to vigorously defend against these allegations. 

( iv)  Cal-boiz Dioxide (COz) Lawsuit 

In July 2004, the states of Connecticut, New Yo~k,  California, Iowa, New Jersey, Rhode Island, Vermont, Wisconsin, and the City 01 
New York brought a lawsuit in the United States District Court for the Southern District of New York against Cinergy, American 
Electric Power Company, Inc., American Electric Power Service Corporation, The Southern Company, Tennessee Valley Authority. 
and Xcel Energy Inc. That same day, a similar lawsuit was filed in the United States District Court for the Southern District of New 
York against the same companies by Open Space Institute, Inc., Open Space Conservancy, Inc., and The Audubon Society of New 
Hampshire. These lawsuits allege that the defendants' emissions of CO2 f~om the combustion of fossil fuels at electric generating 
facilities contribute to global warming and amount to a public nuisance. The cornplaints also allege that the defendants could generate 
the same amount of electricity while emitting sigrlificantly less CO2. The plaintiffs are seeking an injunction requiring each defendant 
to cap its CO2 emissions and then reduce them by a specified percentage each year for at least a decade. In September 2005, the 
district court granted the defendants' motion to dismiss the lawsuit. The plaintiffs have appealed this ruling to the Second Circuit 
Court of Appeals. We are not able to predict whether resolution of these matters would have a material effect on our financial position 
or results of operations. 

( v )  Selective Catalytic Reductiorl Utlits at Gibson Gerleizztirzg Statiorz (Gibson Station) 

In May 2004, SCRs and other pollution cont1.01 equipment became operational at Units 4 and 5 of PSI'S Gibson Station in accordance 
with compliance deadlines under the NOX SIP Call. In June and July 2004, Gibson Station temporarily shut down the equipment on 
these units due to a concern that portions of the plume from those units' stacks appeared to break apart and descend to ground level, at 
certain times, under certain weather conditions. After we developed a protocol with several other parties regarding the use of control 
equipment, one of the parties sought a court preliminary injunction to enforce the protocol. The court initially granted the preliminary 
injunction, but on appeal the preliminary injunction was dissolved and the case was dismissed. 

In April 2005, we completed the installation of a permanent control system to address this issue. The new control system will support 
all five Gibson Station generating units. We will seek recovery of any related capital as well as increased emission allowance 
expenditures through the regulatory process. We do not believe costs related to resolving this matter will have a material impact on 



our financial position or results of operations. 



( v i )  Zinlt71er- Getlernritlg Statiorl (Zinln~er Statiorl) Lawsuit 

In November 2004, a citizen of the Village of Moscow, Ohio, the town ad.jacent to CG&E's Zimmer Station, brought a purported 
class action in the United States District Court for the Southern District of Ohio seeking monetary damages and injunctive relief 
against CG&E for alleged violations of the CAA, the Ohio SIP, and Ohio laws against nuisance and common law nuisance. The 
plaintiffs have filed a number of additional notices of intent to sue and two lawsuits raising claims similar to those in the original 
claim. One lawsuit was dismissed on procedural grounds and the remaining two have been consolidated. The plaintiff filed a motion 
for class certification, which is fully briefed and pending decision. At this time, we cannot predict whether the outcome of' this matter 
will have a material impact on our linancial position or r.csults of'operations. We intend to defend this lawsuit vigorously in court. 

(vi i)  Matllijkctured Gas Plui~t (MGP) Sites 

Coal tar residues, related hydrocarbons, and various metals have been found in at least 22 sites that PSI or its predecessors previously 
owned and sold in a series of transactions with Northern Indiana Public Service Company (NIPSCO) and Indiana Gas Company, Inc. 
(IGC). The 22 sites are in the process of being studied and will be remediated, if necessary. In 1998 NIPSCO, IGC, and PSI entered 
into Site Participation and Cost Sharing Agreements to allocate liability and responsibilities between them. Thus far, PSI has primary 
responsibility for investigating, monitoring and, if necessary, remediating nine of these sites. In December 2003, PSI entered into a 
voluntary remediation plan with the state of Indiana, providing a formal framework for the investigation and cleanup of the nine sites. 
The Indiana Department of' Environmental Management oversees investigation and cleanup of all of these sites. 

In April 1998, PSI filed suit in Hendricks County in the state of Indiana against its general liability insurance carriers. PSI sought a 
declaratory judgment to obligate its insurance carriers to (1) defend MGP claims against PSI and compensate PSI for its costs of 
investigating, preventing, mitigating, and remediating damage to property and paying claims related to MGP sites; or (2) pay PSI's 
cost of defense. PSI settled, in principle, its claims with all but one of the insurance ca~~ ie r s  in January 2005 prior to commence men^ 

of the trial. With respect to the lone insurance carrier, a jury returned a verdict against PSI in February 2005. PSI has appealed this 
decision. At the present time, PSI cannot predict the outcome of this litigation, including the outcome of the appeal. 

PSI has accrued costs related to investigation, remediation, and groundwater monitoring for those sites where such costs are probable 
and can be reasonably estimated. We will continue to investigate and remediate the sites as outlined in the voluntary remediation 
plan. As additional facts become known and investigation is completed, we will assess whether the likelihood of incurring additional 
costs becomes probable. Until all investigation and remediation is complete, we are unable to determine the overall impact on our 
financial position or results of operations. 

CG&E and ULH&P have performed site assessments on certain of their sites where we believe MGP activities have occurred at some 
point in the past and have found no imminent risk to the environment. At the present time, CG&E and ULH&P cannot predict 
whether investigation andlor remediation will be required in the future at any of these sites. 

(viii) Asbestos Clainzs Litigatiot~ 

PSI and CG&E have been named as defendants or co-defendants in lawsuits related to asbestos at their electric generating stations. 
Currently, there are approximately 130 pending lawsuits (the majority of which are PSI cases). In these lawsuits, plaintiffs claim to 
have been exposed to asbestos-containing products in the course of their work as outside contractors in the construction and 
maintenance of CG&E and PSI generating stations. The plaintiffs further claim that as the property owner of the generating stations 
CG&E and PSI should be held liable for their injuries and illnesses based on an alleged duty to warn and protect them from any 
asbestos exposure. The impact on CG&E's and PSI's financial position or results of operations of these cases to date has not been 
material. 



Of these lawsuits, one case filed against PSI has been tried to verdict. The jury returned a verdict against PSI on a negligence claim 
and a verdict for PSI on punitive damages. PSI appealed 
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this decision up to the Indiana Supreme Court. In October 2005, the Indiana Supreme Court upheld the jury's verdict. PSI paid the 
judgment of approximately $610,000 in the fourth quarter. In addition. PSI has settled over 150 other claims for amounts, which 
neither individually nor in the aggregate, are material to PSI's financial position or results of operations. Based on estimates under 
varying assumptions, concerning uncertainties, such as, among others: (i) the number of contractors potentially exposed to asbestos 
during construction or lriairitenance or PSI generating plants; (ii) the possible incidence of various illnesses among exposed workers, 
and (iii) the potential settlement costs without federal or other legislation that addresses asbestos tort actions, PSI estimates that the 
range ofreasonably possible exposure in  existing and future suits over the next 50 years could range from an immaterial amount to 
approximately $60 million, exclusive of costs to defend these cases. This estimated range of exposure may change as additional 
settlements occur and claims are made in Indiana and more case law is established. 

CG&E has been named In fewer than 10 cases and as a result has virlually no settlement history for asbestos cases. Thus. CG&E is 
not able to reasonably estrmate the range of potential loss from current 01 future lawsuits. However, potential judgments or 
settlements of existing or future claims could be rnatcrial to CG&E. 

i )  D~ltlcrv~zrl Waste Supeifi~nd Site 

In July and October 2005, PSI received notices from the EPA that it has been identified as a de minimus potentially responsible party 
under the Comprehensive Environmental Response, Compensation, and Liability Act at the Dunavan Waste Oil Site in Oakwood, 
Vermilion County, Illinois. At this time, PSI does not have any further information regarding the scope of potential liability 
associated with this matter. 

(x) Oiltar.io, Catladrz Lawsuit . 

We understand through newspaper reports that a class action lawsuit was filed in Superior Court in Ontario, Canada against us and 
approximately 20 other utility and power generation companies alleging various claims relating to environmental emissions from 
coal-fired power generation facilities in the United States and Canada and damages of approximately $50 billion, with continuing 
damages in the amount of approximately $4 billion annually. We understand that the lawsuit also claims entitlement to punitive and 
exemplary damages in the amount of $1 billion. We have not yet been served in this lawsuit, however, if served, we intend to defend 
this lawsuit vigorously in court. We are not able to p~edict whether resolution of this matter would have a material effect on our 
financial position or results of operations. 

(b) Regirlutory 

( i )  PSI Retail Electric Rate Case 

In May 2004, the IURC issued an order approving PSI's base retail electric rate case, and PSI implemented base retail electric rate 
changes to its tariffs. When combined with revenue increases attributable to PSI'S environmental construction-work-in-progress 
tracking mechanism, the order resulted i11 an approximate $140 million increase in annual revenues, and an overall 7.3 percent return, 
including a 10.5 percent return on equity. In addition, the IURC's order provided PSI the continuation of a purchased power tracker 
and the establishment of new trackers for future NOx emission allowance costs and certain costs related to the Midwest ISO. 

(ii) PSI Etlvilviznzer~tal Conzpliailce Case 

In November 2004, PSI filed a compliance plan case with the IURC seeking approval of PSI's plan for complying with SO2, NOX, 
and nlercury emission reduction requirements discussed previously in (a)(i), including approval of cost recovery and an overall rate of 



return of eight percent related to certain projects. PSI requested approval to recover the financing, depreciation, and operation and 
maintenance costs, among others, related to $1.08 billion in  capital projects designed to reduce emissions of SO?, NOX, and mercury at 
PSI's coal-burning generating stations. An evidentiary hearing was held in  May 2005. In December 2005, PSI. the Indiana Office of 
the Utility Consumer Counselor, and the PSI Industrial Group filed a settlement agreement providing f o ~  approval ol PSI's 
compliance plan, and approval of linancing, depreciation, and opelation and maintenance cost recovery. The settlement agreement 
provides lor 20-year depreciation in lieu of PSI's originally ~equested 18-year depreciation, the use of PSI's then weighted cost of 
capital to determine the overall rate of return rather than eight percent as originally requested, caps the amount of cost rccovery for the 
Gallagher Generating Station baghouse projects, and removes the Activated Carbon Injection component of those projects. A final 
IURC Order is expected in the first half of 2006. 



(iii) CC&E Electric Rate Filings 

CG&E operates under an RSP which was approved by the PUCO in November 2004, and which expires December 31,2008. 

One of the components ol'CG&E's RSP is a fuel clause recovery mechanism, which was recently audited by the PUCO's auditor. 
The auditor recommended alternate methodologies for administration of the fuel clause recovery rncchanisln that varies from 
CG&E's cusrent practice. A hearing before PUCO examiners was held in early November at which the PUCO staff took positions 
contrary to CG&E's current practice. CG&E officials also testified at the hearing concerning our current practices. In January 2006. 
CG&E signed a settlement on the RSP with the PUCO staff. The two intervening parties have agreed not to oppose the settlement. 

In Febluaty 2006, the PUCO issued an order approving the settlement agreement. We do not expect thc agleemcnt to have a mate~ial 
impact on CG&E's or Cinergy's lesults of ope~ations. 

In March 2005, the Ohio Consumers' Counsel appealed the Commission's app~oval of the RSP to the Supreme Court of Ohio. We 
expect the court to decide the case in 2006. CG&E cannot predict the outcome of this matter. 

CG&E has also filed a distribution rate case to recover certain distribution costs with rates becoming effective on January 1, 2006 and 
CG&E has deferred certain costs in 2004 and 2005 pursuant to its RSP. The parties to the proceeding agreed upon and filed a 
settlement setting the recommended annual revenue increase at approximately $51 million. In December 2005, the PUCO issued an 
order approving the settlement agreement. 

(iv) ULH& P Gas Rate Case 

In 2002, the KPSC approved ULH&P's gas base rate case requesting, among other things, recovery of costs associated with an 
accelerated gas main replacement program of up to $1 12 million over ten years. The approval allowed the costs to be recovered 
through a tracking mechanism for an initial three-year period expiring on September 30, 2005, with the possibility of renewal for up 
to ten years. 'The tracking mechanism allows ULH&P to recover depreciation costs and rate of return annually over the life of the 
assets. As of December 31,2005, we have capitalized $61 million in costs associated with the accelerated gas main replacement 
program through this tracking mechanism, of which ULH&P has recovered $8.9 million. The Kentucky Attorney General has 
appealed to the Franklin Circuit Court the KPSC's approval of the tracking mechanism and the tracking mechanism rates. In October 
2005, both the Company and the KPSC filed with the Franklin Circuit Court, requesting dismissal of the case for failure to prosecute 
by the Kentucky Attorney General. At the present time, ULH&P cannot predict the timing or outcome of this litigation. 

In February 2005, ULH&P filed a gas base rate case with the KPSC requesting approval to continue the tracking mechanism in 
addition to its request for a $14 million annual increase in base rates. A portion of the increase is attributable to including recovery of 
the current cost of the accelerated main replacement program in base rates. The KPSC did not rule on the base rate case request or the 
request to continue the tracking mechanism by October 1, 2005; consequently the initial tracking mechanism expired on September 
30,2005. In accordance with Kentucky law, ULH&P implemented the full amount of the requested rate increase on October 1, 2005. 
In December 2005, the KPSC approved an annual rate increase of $8.1 million and reapproved the tracking mechanism through 

201 1. Pursuant to the KPSC's order, ULH&P filed a refund plan in January 2006 for the excess revenues collected since October 1, 
2005. In February 2006, the KPSC issued an additional order responding to a rehearing request made by the Attorney General. Its 
rehearing order approved the Company's refund plan which will result in refunds being provided to customers beginning in March 
2006. In February 2006, the Attorney General appealed the KPSC's order to the Franklin Circuit Court, claiming that the order 
improperly allows ULH&P to increase its rates for gas main replacement costs in between general rate cases, and also claiming that 
the order improperly allows ULH&P to earn a return on investment for costs recovered under the tracking mechanism which permits 
ULH&P to recover its gas main replacement costs. At this time, ULH&P cannot predict the outcome of this litigation. 

(v) Gas Distribution Planz 



In June 2003, the PUCO approved an amended settlement agreement between CG&E and the PUCO staff in a gas distribution safety 
case arising out of a gas leak at a service head-adapter (SHA) style riser on CG&E's distribution system. The amended settlement 
agreement required CG&E to expend a minimurn of $700,000 to replace SHA risers by December 31, 2003, and to file a 
co~nprehensive plan addressing all SHA risers on its distribution system. CG&E filed a comprehensive plan with the PUCO in 
December 2004 providing for replacement of approximately 



5,000 risers in 2005 with continued monitoring thereafter. CG&E estimates the ~eplacement cost of these risers will not be material. 
In Aptil 2005, the PUCO issued an order closing this case. 'The PUCO issucd a separate order opening a statewide investigation into 
riser leaks in gas pipeline systems throughout Ohio. At this time, Cinergy and CG&E cannot p~edict the outcome or the impact of 
the statewide investigation. 

(i) E~zergy Market Itlvestigutiorzs 

In August 2003, Cinergy, along with Marketing & Trading and 37 other companies, were named as defendants in civil litigation filed 
as a purported class action'on behalf of all persons who purchased and/or sold New York Mercantile Exchange natural gas futures and 
options contracts between January 1, 2000 and December 3 1,2002. The complaint alleges that improper price reporting caused 
damages to the class. Two similar lawsuits have subsequently been filed, and these three lawsuits have been consolidated for pietrial 
purposes. The plaintiff's filed a consolidated class action complaint in January 2004. Cinergy's motion to dismiss was granted in 
September 2004 leaving only Marketing & Trading in the lawsuit. Marketing & Trading has reached an agreement in principle to 
settle this suit for an immaterial amount. 

At this time, we do not believe the outcome of these investigations and litigation will have a material impact on Cinergy's financial 
position or results of operations. 

(i i)  Synthetic Fuel Production 

Cinergy produces synthetic fuel from two facilities that qualify for tax credits (through 2007) in accordance with Section 29/45K of 
the IRC if certain requirements are satisfied. Cinergy's sale of synthetic fuel has generated $339 million in tax credits through 
December 31,2005. The IRS is currently auditing Cinergy for the 2002,2003 and 2004 tax years. We expect the IRS will evaluate 
the various key requirements for claiming our Section 29145K credits related to synthetic fuel. If the IRS challenges our Section 
29145K tax credits related to synthetic fuel, and such challenges are successful, this could result in the disallowance of up to all $339 
million in previously claimed Section 29145K tax credits for synthetic fuel produced by the applicable Cinergy facilities and a loss of 
our ability to claim future Section 29145K tax credits for synthetic fuel produced by such facilities. We believe that we operate in 
conformity with all the necessary requirements to be allowed such tax credits under Section 29145K. 

Section 29145K also provides for a phase-out of the credit based on the average price of crude oil during a calendar year. The 
phase-out is based on a prescribed calculation and definition of crude oil prices. Based on current crude oil prices and the recent 
volatility of such prices, we believe that fbr 2006 and 2007, the amount of the tax credits could be reduced. If oil prices are high 
enough, we will idle the plants, as the value of the credits would not exceed the net costs to produce the synthetic fuel. Net income 
related to these facilities for the twelve months ended December 31, 2005 was approximately $58 million. The net book value of our 
plants at December 31, 2005 was approximately $47 million. 

(iii) FirstEnergy Lawsuit 

FirstEnergy has filed a lawsuit in the Court of Common Pleas in Summit County, Ohio against Cinergy with respect to a transaction 
between Cinergy and a subsidiary of FirstEnergy, relating to a joint venture company, Avon Energy Partners Holdings (Avon). In 
1999, the FirstEnergy subsidiary acquired Cinergy's share of Avon which it subsequently sold to a third party. The original 
transaction documents included an indemnity by Cinergy with respect to a certain investment owned by Avon. FirstEnergy claims 
that this indemnity was triggered by its sale of Avon to a third party, and is seeking to recover $15 million from Cinergy. Both parties 
have filed motions for summary judgment, for which hearings began in February 2006. Cinergy intends to defend this lawsuit 
vigorously in court. At this time, we cannot predict the outcome of this matter. 





(iv) Guumrztees 

In the ordinary course of business, Cinergy enters into various agreements providing financial or performance assurances to third 
parties on behalf of certain unconsolidated subsidiaries and joint ventures. These agreements are entered into primarily to support or 
enhance the creditworthiness otherwise attributed to these entities on a stand-alone basis, thereby facilitating the extension of 
sufficient credit to accomplish their intended commercial purposes. The guarantees have various termination dates, from short-term 
(less than one year) to open-ended. 

In many cases, the maximum potential amount of an outstanding guarantee is an express tam, set fo~th in the guarantee agreement, 
representing the maximurn potential obligation of Cinergy unde~ that guarantee (excluding, at times, certain legal fees to which a 
guaranty beneficiary may be entitled). In those cases where there is no maximum potential amount expressly set forth in the guarantee 
agreement, we calculate the maximum potential amount by considering the terms of the guaranteed transactions, to the extent such 
amount is estimable. 

Cinergy had guaranteed borrowings by individuals under the Director, Officer, and Key Employee Stoclc Purchase Program. Under 
these guarantees, Cinergy would have been obligated to pay the debt's principal and any related interest in the event of an unexcused 
breach of a guaranteed payment obligation by certain directors, officers, and key employees. This program terminated pursuant to its 
terms during the first quarter of 2005 and as of March 31, 2005, all borrowings had been repaid by the participants. 

Cinergy Corp. has also provided performance guarantees on behalf of certain unconsolidated subsidiaries and joint ventures. These 
guarantees support performance under various agreements and instruments (such as construction contracts, operation and maintenance 
agreements, and energy service agreements). Cinergy Corp. may be liable in the event of an unexcused breach of a guaranteed 
performance obligation by an unconsolidated subsidiary. Cinergy Corp. has estimated its maximum potential liability to be $52 
million under these guarantees as of December 3 1,2005. Cinergy Corp. may also have recourse to third parties f o ~  claims required 
to be paid under certain of these guarantees. The majority of these guarantees expire at the completion of the underlying performance 
agreement, the majority of which expire from 2016 to 2019. 

Cinergy has entered into contracts that include indemnification provisions as a routine part of its business activities. Examples of 
these contracts include purchase and sale agreements and operating agreements. In general, these provisions indemnify the 
counterparty fbr matters such as breaches of representations and warranties and coverlants contained in the contract. In some cases, 
particularly with respect to purchase and sale agreements. the potential liability for certain indemnification obligations is capped, in 
whole or in part (generally at an aggregate amount not exceeding the sale price), and subject to a deductible amount befbre any 
payments would become due. In other cases (such as indemnifications for willful misconduct of employees in a joint venture), the 
maximum potential liability is not estimable given that the magnitude of any claims under those indemnifications would be a function 
of the extent of damages actually incurred. Cinergy has estimated the maximum potential liability, where estimable, to be $138 
million under these indemnification provisions. The termination period for the majority of matters provided by indemnification 
provisions in these types of agreements generally ranges from 2006 to 2009. 

We believe the likelihood that Cinergy would be required to perform or otherwise incur any significant losses associated with any or 
all of the gumantees described in the preceding paragraphs is remote. 



Forecasted construction and other comlnitted expenditures for the year 2006 and for the five-year period 2006-2010 (in nominal 
dollars) are presented in the table below: 

2006 2006-2010 
(in millions) 

Cinergy(1) $ 1,377 $ 5,539 
CG&E and subsidiaries 660 2,482 
PSI 657 2,872 
ULH&P 67 292 

( I )  The results of Cinergy also include amounts related to non-registrants. 

This forecast includes an estimate of expenditures in accordance with the companies' plans regarding environmental compliance. 

14. Jointly-Owned Plant 

CG&E. CSP, and DP&L, jointly own electric generating units and related transmission facilities. PSI is a joint-owner of Gibson 
Station Unit No. 5 with Wabash Valley Power Association, Inc. (WVPA), and Indiana Municipal Power Agency (IMPA). 
4dditionally. PSI is a joint-owner with WVPA and IMPA of certain transmission property and local facilities. These facilities 
constitute part of the integrated transmission and distribution systems, which are operated and maintained by PSI. The Statements of 
Income reflect CG&E's and PSI's portions of all operating costs associated with the jointly-owned facilities. 

As of December 31, 2005, CG&E's and PSI's investments in jointly-owned plant or facilities were as follows: 

Ownersl~ip Property, Plant, Accumulated Construction Worlc 
Share and Equipment Depreciation in Procress 

(in millions) 

CG&E 
Production: 

Miarni Fort Station (Units 7 and 8) 
W.C. Beckjord Station (Unit 6) 
Stuart Station(1) 
Conesville Station (Unit 4)(1) 
Zimmer Station 
East Bend Station(2) 
Killen Station(1) 

Transmission: 
PSI 

Production: 
Gibson Station (Unit 5) 

Transmission and local facilities: 

(1) Station is not operated by CG&E. 

64.00% $ 
37.50 
39.00 
40.00 
46.50 
69.00 
33.00 

Various 

(2) See Note 22 for further discussion of the transfer of generation assets in January 2006. 





15. Quarterly Financial Data (unaudited) 

Results of Operations: 
Operating Revenues 
Operating Income 

First Second Third Fourth 
Ouarter Quarter Ouarter Ouarter Total 

(in millions, except per sl~are amounts) 

Income before discontinued operations and cuinulative 
effect of changes in accounting principles 115 50 133 192 490 

Discontinued operations. net of tax 2 1 (1) 1 3 
Cumulative effect of changes in accounting principles, 

net oftax - - - 
Net Income 9; 117 $ 51 $ 132 $ 

(3) J 
190 $ 490 

Per Share Data: 
EPS - basic: 

Income before discontinued operations and cumulative 
effect of changes in accounting principles 

Discontinued operations, net of tax 
Cumulative effect of changes in accounting principles, 

net of tax 
Net Income 

EPS - diluted: 
Income before discontinued operations and cumulative 

effect of changes in accounting principles 
Discontinued operations, net of tax 
Cumulative effect of changes in accounting principles, 

net of tax 
Net Income 

Results of Operations: 
Operating Revenues 
Operating Income 

Income before discontinued operations 
Discontinued operations, net of tax 
Net Income 

Per Share Data: 
EPS - basic: 

Income before discontinued operations 
Discontinued operations, net of tax 
Net Income 

EPS - diluted: 
Income before discontinued operations 
Discontinued operations, net of tax 
Net Income 



CG&E and subsidiaries 

Results of Operations: 
Operating Revenues 
Operating Income 

First Second Third Fourth 
Ouarter Ouarter Ouarter Ouarter Total 

(in millions, except per share amounts ) 

Income before culnulative effect of changes in 
accounting principles 85 54 63 99 301 

Cumulative effect of changes in accounting principles - - - 
Net Incomc $ 85 $ 54 $ 63 $ 96 $ 298 

Results of Operations: 
Operating Revenues 
Operating Income 
Net Income 

PSI 

Results of Operations: 
Operating Revenues $ 425 $ 428 $ 573 $ 549 $ 1,975 
Operating Income 90 95 147 81 413 
Net Income 42 43 66 47 198 

Results of Operations: 
Operating Revenues $ 416 $ 414 $ 480 $ 444 $ 1,754 
Operating Income 87 67 112 93 359 
Net Income 41 2 5 48 5 1 165 

(1) The results of Cinergy also include amounts related to non-registrants. 

16. Discontinued Operations 

During 2003, Cinergy completed the disposal of its gas distribution operation in South Africa, sold its remaining wind assets in the 
United States, and substantially sold or liquidated the assets of its energy marketing business in  the Czech Republic. 

As a result of the 2003 transactions, assets of approximately $140 million were sold or converted into cash and liabilities of 
approximately $100 million were assumed by buyers or liquidated. The net, after-tax, gain from these disposal and liquidation 
transactions was approximately $9 million (including a net, after-tax, cumulative currency translation gain of approximately $6 
million). 

In December 2005, Cinergy completed the sale of a wholly-owned subsidiary in the Czech Republic that was engaged in the 
generation and sale of heat and electricity. At the time of the sale, the subsidiary had assets of approximately $1 13 million and 
liabilities of approximately $12 million. The net, after-tax, gain from the sale was approximately $18 million (including a net, 
after-tax, cumulative currency translation gain of approximately $24 million). 



In December 2005, Cinergy began taking steps to sell its wholly owned North American energy management and energy perfoi~nance 
contlacting business. As of December 31, 2005, this subsidiary had assets of approximately $34 million and liabilities of 
approximately $29 million. In 2005, Cinergy recognized a $17 million impairment charge to value this business to its estimated fair 
value less cost to sell in accordance with being deemed held for sale. 

The threc consolidated cntitics above have been presented as Discorztinuecl ol>erations, 17et of tax in Cinergy's Consolidated 
Statements 01 Ir~colne and as Assets/Liabilities qf Discor~tOz~red Opemtions in Cinergy's Consolidated 



Balance Sheets. The accompanying financial statements and prior year financial statements have been reclassified to account for these 
entities as such. 

The following table re[lects the assets and liabilities. the results of operations, and the income (loss) on disposal related to irivestments 
accounted for as discontinued operations for the years ended December 31,2005,2004, and 2003. 

December 31 
2005 2004 2003 

(in millions) 

Income (Loss) Before Taxes 9; 6 $ (9) $ 1 

Income Taxes Expense (Benefit) $ 3 $ 1 $ (5 

Income (Loss) from Discontinued Operations 
Income (Loss) from operations, net of tax 
Gain (Loss) on disposal, net of tax 

Total Income (Loss) from piscontinued Operations $ 3 $ (10) $ 6 

Assets 
Current assets 
Property, plant, and equipment-net 
Other assets 

Total Assets 

Liabilities 
Current liabilities 
Long-term debt (including Long-term debt due within one 

year) 
Other 

Total Liabilities $ 29 $ 32 $ 47 

(1) Presented for informational purposes only. All results of operations are reported net in our Statements of Income. 

17. Investment Activity 

(a) lnvestrneizt Iinpairnzent 

Cinergy holds a portfblio of direct and indirect investments in Power Technology and Infrastructure (discussed further in Note 18). 
During 2004, Cinergy recognized approximately $56 million in impairment and disposal charges primarily associated with this 
portfolio. A substantial portion of these charges relate to a company in which Cinergy holds a non-controlling interest, that sold its 
major assets. This company is involved in the development and sale of outage management software. Based on the terms of the 
transaction, Cinergy concluded that this cost method investment was other-than-temporarily impaired. These impairment charges 
are included in Miscellaneous Iizconze (Expense) - Net in Cinergy's Statements of Income. 

I 

(b) Sale of Investment 



Power Technology and Infrastructure holds an investment in a company that develops, owns and operates wireless communication 
towers. In July 2004, this company agreed to sell the majority of its assets. Most of the asscts contemplated in the purchase/sale 
agreement were sold in the fourth quarter of 2004 and we recorded a gain of $21 million in 2004 relating to this sale. These earnings 
are reflected in Equi~1 iil Eu1-11ings of Ui~coizsolidated S~ibsidinries in Cinergy's Statements of Income. 



18. Financial Information by Business Segment ! 

We conduct operations through our subsidiaries and manage our businesses through the following three reportable segments: 1 

0 Regulated; 

Commercial; and 

Power Technology and Infrastructure 

Regulated consists of PSI'S regulated generation and t~ansmission and distribution operations, and CG&E and its subsidiaries' 
regulated electric and gas transmission and distribution systems. Regulated plans, constructs, operates, and maintains Cinergy's 
transmission and distribution systems and delivers gas and electric energy to consumers. Regulated also earns revenues from 
wholesale customers primarily by these customers transmitting electric power through Cinergy's transmission system. These 
businesses are subject to cost of service rate making whele rates to be charged to customers are based on prudently incurred costs over 
a test period plus a reasonable rate of return. 

Commercial manages our wholesale generation and energy marketing and trading activities. Commercial also performs energy risk 
management activities, provides customized energy solutions and is responsible for all of our international operations. 

Power Technology and Infrastructure primarily manages Cinergy Ventures, LLC (Ventures), Cinergy's venture capital subsidiary. 
Ventures identifies, invests in, and integrates new energy technologies into Cinergy's existing businesses, focused primarily on 
operational efficiencies and clean energy technologies. In addition, Power Technology and Infrastructure manages our investirlents in 
other energy infrastructure and telecommunication service providers. 

Following are the financial results by business unit. Certain prior year amounts have been reclassified to conform to the current 
presentation. 



Financial results by business unit for the years ended December 31, 2005.2004. and 2003, are as indicated below: 

Business IJnits 

2005 
Cinerw Business Units 

Power Technology Reconciling 
Regulated Commercisl and Infrastructure Total Eliminations(1) Consolidated 

(in millions) 
Operating revenues - 

External customers 9; 3,472 $ 1,937 $ ' 1 $ 5,410 $ - $ 5,410 
Intersegment revenues 32 172 - 204 (204 ) - 

Gross Margins 
Electric(2) 
Gas(3) 

Depreciation 
Equity in  earnings of 

unconsolidated 
subsidiaries 

Interest expense(4) 

Income taxes . 174 
Discontinued operations, 

net of tax(5) - 
Cumulative effect of 

change in accounting 
principles, net of tax(6) - 

Segment profit (loss) 289 210 (9 ) 490 - 490 

Segment assets from 
continuing operations $ 9,963 $ 7,025 $ 132 $ 17,120 $ - $ 17,120 

Segment assets from 
discontinued operations - 34 - 34 - 34 

Total segment assets 9; 9,963 $ 7,059 $ 132 $ 17,154 $ - $ 17,154 
Investments in 

unconsolidated 
subsidiaries 22 381 76 479 - 479 

Total expenditures for 
long-lived assets 783 267 8 1,058 - 1,058 

( I )  The Reconciling Eliminations category eliminates the intersegment revenues of Commercial and Regulated. 

(2) Electric gross margins are calculated as Electric operating revelzues less Fuel, er~zissior~ allowances, arzdpurchased power 
expense from the Statements of Income. 

(3) Gas gross margins are calculated as Gas operating reveizues less Gas purchased expense from the Statements of Income. 

(4) Interest income is deemed immaterial. 

(5) For further information, see Note 16. 

(6) For further information, see Note I (s)(iv). 



Operating revenues - 
External customers 
Intersegment revenues 

Gross Margins 
Electric(2) 
Gas(3) 

Depreciation 
Equity in earnings of 

unconsolidated 
subsidiaries 

Interest expense(4) 

Income taxes 
Discontinued operations, net 

of" tax(6) 

Segment profit (loss) 

Segment assets from 
continuing operations 

Segment assets from 
discontinued operations 

Total segment assets 
Investments in 

unconsolidated 
subsidiaries 

Total ex~enditures for 
long-lived assets 

2004 

Power Technology Reconciling 
Regulated Commercial and Infrastructure 'rota1 Eliminations(1) Consolidated, 

(in millions) 

(1) The Reconciling Eliminations category eliminates the intersegment revenues of Commercial and Regulated. 

(2) Electric gross margins are calculated as Electric operating revenues less Fuel, emission allowatzces, atzd p~irclzased power 
expense from the Statements of Income. 

(3) Gas gross margins are calculated as Gas operatitlg revenues less Gas p~ilrlzased expense from the Statements of Income. 

(4) Interest income is deemed immaterial. 

(5) The reduction in income taxes in 2004, as compared to 2003, primarily reflects lower business unit taxable income and also 
includes an increase in the annual tax credits associated with the production and sale of synthetic fuel. For further information, 
see Note 13(c)(ii). 

(6) For further information, see Note 16. 



Operating revenues - 
External customers 
Intcrscgment revenues 

Gross margins 
Elcctric(2) 
Gas(?) 

Depreciation 
Equity in earnings (losscs) 

of unconsolidated 
subsidiaries 

Interest cxpense(4) 

Income taxes 

Discontinued operations. 
net of tax(5) 

Cumulative effect of 
changes in accounting 
principles, net of tax(6) 

Segment profit (loss) 

2003 
Cinerr.v Business Units 

I'ower Technology Reconciling 
Reaulated Commercial and Infrastructure Total Eliminations(1) Consolidated 

(in millions) 

Segment assets from 
continuing operations $ 8,589 $ 5,185 $ 176 $ 13,950 $ - $ 13,950 

Segment assets from 
discontinued operations - 169 - 169 -- 169 
Total segment assets $ 8,589 $ 5,354 $ 176 $ 14,119 $ - 9; 14,119 

Investments in 
unconsolidated 
subsidiaries 

Total expenditures for 
long-lived assets 

(1) The Reconciling Eliminations column eliminates the intersegment revenues of Commercial and Regulated. 

(2) Electric gross margins are calculated as Electric operating revenues less Fuel, emi.rsion allotvances, and purclzased potver 
expense from the Statements of Income. 

(3) Gas gross margins are calculated as Gas operating  revenue^ less Gas purchased expense from the Statements of Income. 

(4) Interest income is deemed immaterial. 

(5) For further infoonnation, see Note 16. 

(6) For further inibrmation, see Note l(s)(iv). 



Products and Services 

(in t~ailliorzs) 

Revenues 

Year Electric Gas Total Electric Gas Total Other Consolidated 

2005 $ 2,552 $ 777 $ 3,329 $ 1,519 $ 40 $ 1,559 $ 522 $ 5,410 
2004 2,324 690 3,014 1,187 93 1,280 334 4,628 
2003 2,156 626 2,782 1,141 210 1,351 23 1 4,364 

Geographic Areas and Long-Lived Assets 

Revenues 

Year Domestic Inter~~ational Consolidated 
2005 $ 5,405 $ 5 $ 5,410 
2004 4.604 24 4,628 
2003 4,343 2 1 4,364 

Long-Lived Assets from Continuing Oneration$ Lonp-Lived Assets from Discontinued Oae~ations Total Long-Lived As\ets 
(in millions) (in millions) (in millions) 

Year Domestic - International Consolidated Domestic International Consolidated Domestic International Consolidated 

2005 $ 13,110 $ 117 $ 13,227 $ 18 $ - $ 18 $ 13,128 $ 117 $ 13,245 
2004 12,146 167 12,313 15 118 133 12,161 285 12,446 
2003 1 1.499 174 1 1,673 20 104 124 11.519 278 11,797 



19. Earnings Per Common Share 

A reconciliation of EPS - basic to EPS - diluted is presented below for the years ended December 3 1. 2005, 2004, and 2003: 

Income Shares EPS 
(in thousands, except per share amounts ) 

Year ended December 31,2005 
EPS - basic: 

Income before discontinued operations and curnulative effect of a 
change in accounting principle 

Discontinued operations, net of tax 
Cumulative effect of a change in accounting principle, net of tax 
Net income 

Effect of dilutive securities: 
Common stock options 
Directors' compensation plans 
Contingently issuable common stock 
Stock purchase contracts 

EPS - diluted: 
Net income plus assumed conversions 

Year ended December 3 1,2004 
EPS - basic: 

Income before discontinued operations and cumulative effect of a change 
in accounting principle 

Discontinued operations, net of tax 
Net income 

Effect of dilutive securities: 
Common stock options 
Directors' compcnsation plans 
Contingently issuable common stock 
Stock purchase contracts 

EPS - diluted: 
Net income plus assumed conversions 

Year ended December 3 I, 2003 
EPS - basic: 

Income before discontinued operations and cumulative effect of a change 
in accounting principle 9; 436,969 $ 2.47 

Discontinued operations, net of tax 6,341 0.04 
Cumulative effect of a change in accounting principle, net of tax 26.462 0.15 
Net income $ 469,772 176,535 $ 2.66 

Effect of dilutive securities: 
Common stock options 
Employee Stock Purchase and Savings Plan 
Directors' compensation plans 
Contingently issuable common stock 

EPS - diluted: 
Net income plus assumed conversions 

Options to purchase shares of common stock are excluded from the calculation of EPS - diluted, if they are considered to be 
anti-dilutive. For the years ended December 31,2005, 2004, and 2003, approximately 0.8 million, 0.9 million, and 1.6 million shares, 



respectively, were excluded from the EPS - diluted calculation. 

Also excluded from the EPS - diluted calculation for the years ended December 31, 2004 and 2003 are up to 9.7 million and 10.6 
rnillion shares, respectively, issuable pursuant to the stock purchase contracts issued by Cinergy Corp. i n  December 2001 associated 
with the preferred trust securities transaction. In January and February 2005, the stock purchase contracts were settled and holde~s 1, 

purchased a total of 9.2 million shares of Cinergy Corp. common stock. 



20. Comprehensive Income 

Comprehensive income includes all changes in equity during a period except those resulting from investments by and distributions to 
shareholtiers. The major components include net income, Soreign currency translation adjustments. minimum pension liability 
adjustments, unrealized gains and losses on investment t~usts and the effects of certain hedging activities. 

We translate the assets and liabilities of forcign subsidiaries. whose functional currency (generally, the local currency of the country in 
which the subsidiary is located) is not the United States dollar, using the appropriate exchange rate as of the end of the year. Foreign 
currency translation adjustments are unrealized gains and losses on the difference in foreign country currency compared to the value 
of the United States dollar. The gains and losses are accumulated in comprehensive income. When a foreign subsidiary is 
substantially liquidated, the cumulative translation gain or loss is removed from comprehensive income and is recognized as a 
component of the gain or loss on the sale of the subsidiary in our Statements of Income. 

We record a minimum pension liability adjustment associated with our defined benefit pension plans when the unfunded accumulated 
benefit obligation is in excess 01 our accrued pension liabilities and the unrecognized prior service costs recorded as an intangible 
asset. The corresponding offset is recorded on the Balance Sheets in Accrued pensioii aizd otlzerpostretii-eiiient benefit costs. Details 
of the pension plans' assets and obligations are explained further in Note 11. 

We record unrealized gains and losses on equity investments in trusts we have established for our benefit plans, primarily by PSI. See 
Note 1 I for further details. 

The changes in fair value of derivatives that qualify as hedges, under Statement 133, are recorded in comprehensive income. The 
specific hedge accounting and the derivatives that qualify are explained in greater detail in Note 9(a). 



The elements of Coinprehensive ir~cor~?e and their related lax effects for the years ended December 31, 2005, 2004, and 2003 are as 
follows: 

1 

2005 2004 2003 
Before- Tax Net-of- Before- Tax Net--of- Before- Tax Net-of- 

tax (Expense) Tax tax (Expense) Tax tax (Expense) Tax 
Amount Benefit Amount Amount Benefit Amount Amount Benefit Amount 

(dollars in millions) 
Cinergy (1) 

Net income $ 588 $ (98)$  490 $ 505 $ (104)$ 401 $ 626 $ (156)$  470 

Other comprehensive 
income (loss): 
Foreign currency 

translation adjustment (9 8 (1 23 (8) 15 25 (8 17 
Reclassification 

adjustments (50) 13 (37) - - -0 3 0  
Total foreign 

currency 
translation 
adjustment (59 21 (38) 23 (8) 15 16 (-5 ) 11 

Minimum pension 
liability adjustment (60 ) 18 (42) (53 2 1 (32) (56) 22 (34) 

Unrealized gain (loss) on 
investment trusts - - - 4 (2) 2 11 (4 7 

Cash flow hedges 19 (8) 11 8 (3) 5 2 0  1 
Total other comprehensive 

income (loss) (100) 31 ' (69) (18) 8 (10) (27) 12 (15) 

Total comprehensive 
income $ 488 $ (67) $ 421 $ 487 $ (96) $ 391 $ 599 $ (144) $ 455 

CG&E and subsidiaries(2) 
Net income $ 484 $ (186) $ 298 $ 415 $ (158) $ 257 $ 529 $ (198) $ 331 

Other comprehensive 
income (loss): 
Minimum pension 

liability adjustment (18) 5 (13) (16) 6 (10) (13) 5 (8) 
Cash flow hedges 7 0  4 7 0  4 2 0  1 

Total other comprehensive 
income (loss) (11) 2 0 0  3 (6) (11) 4 0  

Total coniprehensive 
income $ 473 $ (184)$ 289 $ 406 $ (155)$ 251 $ 518 $ (194)$  324 

PSI 
Net income $ 325 $ (127) $ 198 $ 277 $ (112) $ 165 $ 233 $ (100) $ 133 

Other comprehensive 
income (loss): 
Minimum pension 

liability adjustment (17) 7 (10) (21 ) 8 (13) (18) ) 
Unrealized gain (loss) on 

investment trusts - - - 3 (1) 2 10 (4 ) 6 
Cash flow hedges 11 (5) 6 - - - - - 

Total other comprehensive 
income (loss) (6) 2 (4) (18) 7 (11) (8) 3 (5) 

Total comprehensive 
income 9; 319 $ (125) $ 194 $ 259 $ (105) $ 154 $ 225 $ (97) $ 128 



(1) The results of Cinergy also include amounts related to non-registrants. 

(2) Individual amounts for ULH&P are immaterial. 



The after-tax components of Accunullnted other- co1nprel7erlsive irlcon~e (103s) as or December 3 I, 2005, 2004, and 2003 are as 
follows: 

Foreign Minimum Unrealized 
Currency Pension Gain (Loss) Tots1 Other 

Translation Liability on Investment Cash Flow Comprehensive 
Adiustment Adiustment Trusts Hedges Income (1,oss) 

(dollars in millions) 

Balance at December 3 1,2002 
Current-period change 

Balance at December 3 1,2003 
Current-period change 

Balance at December 3 1,2004 
Current-period change 

Balance at Ilecember 31,2005 

CG&E and subsidiaries(2) 

Balance at December 3 1,2002 
Current-period change 

Balance at December 3 1,2003 
Cu~rent-period change 

Balance at December 3 1,2004 
Current-period change 

Balance at December 31,2005 

PSI 

Balance at December 3 1,2002 
Current-period change 

Balance at December 3 1,2003 $ - $ (14) $ 1 $ - $ 
Current-period change - (13) 2 - (11) 

(13) 

Balance at December 7 1,2004 $ - $ (27) $ 3 $ - $ 
Current-period change - (10) - 6 (4) 

(24) 

Balance at December 31,2005 $ - (37) 4; 3 !$ 6 9; (28) 
-- 

( I )  The results of Cinergy also include amounts related to non-registrants. 

(2) Individual amounts for ULH&P are immaterial. 

21. Acquisition of Wheatland Generating Assets 

In August 2005, PSI acquired 100 percent of the 488 MW Wheatland Generating Facility from Allegheny Energy, Inc. for 
approximately $100 million. The Wheatland facility, located in Knox County, Indiana, has four natural gas-fired simple cycle 
combustion turbines and is directly connected to the Cinergy transmission system. The facility's output will be used to bolster the 
reserve margins on the PSI system. 



22. Subsequent Event 

In January 2006, ULH&P completed the transler from CG&E of CG&E's approxilnately 69 percent ownership interest in the East 
Bend Station, located in Boone County, Kentuclcy, the Woodsdale Station, located in Butler County, Ohio, and one generating unit at 
the four-unit Miami Fort Station, located in Hamilton County, Ohio, and associated transactions. The transaction was effective as of 
January 1, 2006 at net hook value. The final required regulatory approval was received in November 2005 from the SEC under the 
PUHCA of 1935. The KPSC and the FERC had carlicr issued orders approving aspects of the transaction. The transaction will not 
affect current retail electric ratcs for UL,H&P's customers. Updated rates are expected to be irnplclnented January 1, 2007 pursuant to 
a rate case to be filed in  2006 that incolporates the value of these assets into IJLH&P's rate base. 



In connection with the t~ansfer of these assets, ULH&P accepted a capital contribution from CG&E and assumed certain liabilities of 
CG&E In particular, ULH&P ag~eed to assume ftom CG&E all payment, performance, and other obligations of CG&E, with 
Iespect to (i) certain tax-exempt pollution control debt currently shown on the balance sheet of CG&E, (ii) certain of CG&E's 
outstanding Accourlts pnj~able to afilinted conzpnrlies, and (iii) certain deferred tax liabilities [elated to the assets. ULH&P intends tc 
repay thc tax-exempt obligations with thc proceeds from the issuance of tax-exempt debt at ULH&P The accounts payable 
obligations will be repaid initially with the proceeds irom sho~t-term borrowings and eventually through the issuance of long-tetm 
senior unsecured debentures. The following table summarizes this t~ansaction for ULH&P: 

(in millions) 

Assets Received 
Generating Assets 
Inventory 

Total Assets Received 

Liabilities Assumed 
Debt $ 77 
Accounts payable to affiliated companies 90 
Deferred tax liabilities 91 
Other 2 

Total Liabilities Assumed $ 260 

Contributed Capital from CG&E 

As part of this t~ansaction, CG&E and ULN&P terminated the long-term wholesale power contract under which CG&E had 
previously supplied power to ULH&P. Further, CG&E also proposed to supply and ULH&P agreed to purchase back-up power 
from CG&E for planned and unplanned outages of the three generating plants through Decembe~ 31,2009 pursuant to a draft 
contract. The parties never executed this draft contract and ULH&P currently purchases backup power, when needed, through the 
Midwest IS0 energy markets. Given changes in ci~cumstances, including the implementation of the Midwest IS0 Energy Markets 
Tariff, CG&E and ULH&P are planning to propose an alternative arrangement for supplying back-up power to ULH&P. At this 
time, whether and the conditions under which the KPSC may allow ULH&P to recover any increased costs for an alternative 
arrangement for the supply of back-up power are unknown and CG&E and ULH&P cannot determine the magnitude of any potential 
increased costs for back-up power. 



ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOIJNTANTS ON 
ACCOIlNTING AND FINANCIAL, DISCLOSIJRE 

None. 

ITEM 9A. CONTRO1,S AND PROCEDURES 

Disclosure controls and procedures arc our controls and other procedures that are designed to provide reasonable assurance that 
information rcquired to be disclosed by us in the reports that we file 01 submit under the Securities Exchange Act of 1934 (Exchange 
Act) is recorded, processed, summarized. and reported. within the time periods specified in the Securities and Exchange 
Commission's (SEC) rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures 
designed to provide reasonable assurance that inlormation required to be disclosed by us in the reports that we file under the Exchange 
Act is accilmulated and communicated to our management, including our chief executive officer and chief financial olficer, as 
appropriate to allow timely decisions regarding ~equired disclosure. 

IJndcr the supervision and with the participation of oul management, including our chief executive officer and chief linaricial officer, 
we have evaluated the effectiveness of our disclosure controls and procedures as of December 31, 2005, and, based upon this 
evaluation, our chief executive officer and chief financial officer have concluded that these controls and procedures are effective in 
providing reasonable assurance that information requiring disclosure is recorded, processed, summarized. and reported within the 
timeframe specified by the SEC's rules and forins. 

Under the supervision and with the participation of our management, including o m  chief executive officer and chief financial officer. 
we have evaluated any change in our internal control over financial reporting (as such tenn is defined in Rules 1%-15(f) and 
15d-15(f) under the Exchange Act) during the fiscal quarter ended December 31,2005 and found no change that has materially 
affected, or is reasonably likely to materially affect, our internal control over financial reporting. 

Management Report on Internal Control over Financial Reporting 

Management of Cincrgy Corp. (the Company) is responsible for establishing and maintaining adequate internal control over financial 
reporting, as defined in Rules 1%-15(1) and 15d-15(F) under the Exchange Act. The Company's internal control over financial 
reporting is designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes. in accordance with generally accepted accounting principles. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections 
of any evaluation 01 effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in 
conditions. or that the degree of compliance with the policies or procedures may deteriorate. 

The Company's management assessed the effectiveriess of the Company's internal control over financial reporting as of December 3 1, 
2005. In making this assessment, management used the criteria established in Irzterrlal Control-Integrated Frunzetvork issued by the 
Committee of Sponsoring Organizations of the Treadway Commission. 

Based on our assessment and those criteria, management believes that the internal control over financial reporting maintained by the 
Company, as of December 31,2005, was effective. 



The Con~pany's independent registered public accounting firm has issued an attestation report on management's assessment of the 
Company's internal control over financial reporting. That report follows. 



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors of Cinergy Corp. 
Cincinnati, Ohio 

We have audited management's assessment, included in the accompanying Managetncnt Report on Internal Control ovel Financial 
Reporting. that Cinergy Corp. and subsidiaries (the "Company") maintained effective internal control over financial reporting as 01 
December 31,2005, based on criteria established in lizterilrrl Coiltrol-Iiltegrnted FI-rrmetvo~-k issued by the Committee of Sponsoring 
O~ganizations of the Treadway Commission. The Company's management is responsible for maintaining effective internal control 
over financial ~cporting and for its assessment of the effectiveness of internal control over financial reporting. Our responsibility is to 
express an opinion on management's assessment and an opinion on the effectiveness of the Company's internal control over financial 
reporting based on our audit. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over 
iinancial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over 
financial reporting, evaluating management's assessment, testing and evaluating the design and operating effectiveness ot internal 
control, and performing such other procedures as we considered necessary in the circumstances. We  believe that our audit provides a 
reasonable basis for our opinions 

A company's internal control over financial reporting is a process designcd by, or under the supervision of, the company's principal 
executive and principal financial officers, or persons performing similar functions, and effected by the company's board of directors, 
management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles. A company's internal control 
over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that 
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting 
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management 
and directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized 
acquisition, use, or disposition of the company's assets that could have a material effect on the financial statements. 

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper 
management override 01 controls, material misstatements due to error or fraud may not be prevented or detected on a ti~nely basis. 
Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to 
the risk that the controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies 
or procedures may deteriorate. 

In our opinion, management's assessment that the Company maintained effective intcrnal control over financial reporting as of 
December 31, 2005, is fairly stated, in all material respects, based on the criteria established in li~te17zul Control-liztegruted 
Frniize~~ork issued by the Committee of Sponsoring Organizations of the Treadway Commission. Also in our opinion, the Company 
maintained, in all material respects, effective internal control over financial reporting as of December 31,2005, based on the criteria 
established in lilterrla1 Coiztrol-li~tegrated Frunzework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission. 

We have also audited, in accordance with the standards of the Public Company Accounting Ovcrsight Board (United States), the 
consolidated financial statements and financial statement schedule as of and for the year endcd December 31,2005 of the Company 
and our report dated February 17,2006 expressed an unqualified opinion on those financial statements and financial statement 
schedule and contained an explanatory paragraph regarding the Company's adoption of a new accounting standard in 2005 for 
conditional asset retirement obligations. 



IS/ Deloitte & Touche LLP 
Deloitte & Touche LLP 

Cincinnati, Ohio 
February 17,2006 



ITEM 9B. OTHER INFORMATION 

None. 



PART I11 

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS O F  THE REGISTRANTS 

BOARD O F  DIRECTORS 

Cinergy 

The names and ages of the directors of Cinergy, and all persons nominated or chosen to become directors of Cinergy; the positions 
and offices of Cinergy they hold; their term of office and period during which they have served; their principal occupation and 
business experience for at least the past five years is included in the chart below. Mr. Rogers is the only director who is an employee 
of Cinergy Services, Inc. (Services), an affiliate of Cinergy. 

Director 
Director Principal Occupation and Other Information L!JZL Since 

Michael G. Mr. Browning is Chairman and President of Browning 59 1994 
Browning Investments, Inc., which is engaged in real estate development. 
Class I He is a director of PSI Energy. Ine. (PSI) and Standard 
Term expires in 2007 Management Corporation. He also serves as owner, general 

partner or managing member of various real estate entities. 

Phillip R. Cox Mr. Cox is President and Chief Executive Officer of Cox 5 8 1994 
Class 111 Financial Corporation, a provider of financial and estate 
Term expires in 2006 planning services. He is Chairman of the Board of Cincinnati 

Bell Inc. and a director of The Timken Company. 

George C. Juilfs Mr. Juilfs is Chairman of the Board and Chief Executive Officer 66 1994 
Class I of SENCORP, an international holding company with 
Term expires in 2007 subsidiaries that manufacture and market powered fastening 

systems. He is also the past Chairman of the Board of the 
Cincinnati branch of the Federal Reserve Bank of Cleveland. 

Thomas E. Petry Mr. Petry is retired as Chairman of the Board and Chief 66 1994 
Class II Executive Officer of Eagle--Picher Industries, Inc., a diversified 
Term expires in 2008 manufacturer of industrial and automotive products. 

James E. Rogers Mr. Rogers is Chairman of the Board and Chief Executive 5 8 1993 
Class III Officer of Cinergy. Previously, he served as Vice Chairman, 
Term expires in 2006 President and Chief Executive Officer. Mr. Rogers also holds, or 

has held, similar executive officer positions with Cinergy's 
principal subsidiaries. He is a director of Fifth Third Bancorp. 

Mary L. Schapiro Ms. Schapiro is Vice Chairman of NASD (fonnerl 
Class II National Association of Securities Dealers, Inc.) an 
Term expires in 2008 of Regulatory Policy and Oversight. Previously, she 

President and a Board member of NASD Regulation, 
NASD has responsibility for regulating all member b 
firms and individual registered representatives and for overslg 
of The NASDAQ S 
of the Board of Gov 
Kraft Foods Inc. 

John J. Schiff, Jr. Mr. Schiff is Chairman of the Board, President and Chief 62 1994 



Class I11 Executive Officer of Cincinnati Financial Corporation, an 
Term expires in 2006 insurance holding company, and The Cincinnati Insurance 

Company. He is a director of Fifth Third Bancorp and The 
Standard Register Company. 

Philip R. Sharp Mr. Sharp is Presidcn1 or Resources for the Future, anti a Senior 63 1995 
Class I1 Policy Advisor to the law firm of Van Ness Feldman, PC. 
Term expires in 2008 Previously, Mr. Sharp was a 10-term Congressman from 

Indiana, wllere he was a ranking member of the House Energy 
and Commerce Committee and chairman of the House Energy 
and Power Subcommittee. He is a director of Distributed Energy 
Systems Corp. 

Dudley S. Taft Mr. Taft is President of Taft Broadcasting Company, which 6 5 1994 
Class I holds invcstmcnts in media-related activities. He is a director of 
Term expires in 2007 Fifth Third Bancorp and Tribune Company. 



Cinergy Corp. has a separately-designated standing audit committee established in accordance with section 3(a)(58)(A) of the 
Exchange Act. During 2005. the Audit Committee members were Ms. Mary L Schapi~o (Chair), and Mcssrs. Thomas E Petry, John 
J. SchiK, Jr. and Philip R. Sharp. Each of its members is an "independent" director within the meaning of Sections 303.01(B)(2)(a), 
303 01(B)(3) and 303A.02 of the New York Stock Exchange's (NYSE) listing standards and Rule 10A-3 of the Exchange Act. This 
Audit Committee selects and retains a firm of independent public accountants to conduct audits ol the accounts of Cinergy and its 
subsidiaries. It also reviews wit11 the independent public accountants the scope and results of their audits, as well as the accounting 
procedures. internal controls, and accounting and financial ~epolting policies and practices of Cinergy and its subsidiaries. and makes 
leports and ~ecomlnendations to the Board as it deems appropriate. The Audit Committee is responsiblc tor app~oving all audit and 
permissible non-audit services provided to Cinergy by its independent auditors. 

Cinergy's Board has dctcrmined that Ms. Mary L. Schapiro is an "audit committee financial expert" as such term is defined in Item 
401 (h)  of Regulation S-K. See above for a description of Ms. Schapiro's business experience. 

Shareholders can communicate with our Chairman, Mr. Rogers, and Co-Lead Directors, Messrs. Browning and Taft, by email at 
lead.directors@cinergy.com. Messrs. Browning and Tafi also preside over non-managernent executive sessions of our directors. You 
may also write to any of' the committee Chairs or to the outside directors as a group c/o Julia S. Janson, Corporate Secretary and Chief' 
Compliance Officer at Cinergy Corp., 139 East Fourth Street, Cincinnati, Ohio 45202. 

Communications are distributed to the Board, or to arly individual director or directors as appropriate, depending on the facts and 
ci~cumstances outlined in the communication. In that regard, the Cinergy Board has requested that certain items that are unrelated to 
the duties and responsibilities of the Board be excluded. such as: spam; junk mail and mass mailings; service complaints; resumes and 
other forms of job inquiries; surveys; and business solicitations or advertisements. In addition, material that is unduly hostile, 
th~eatening, obscene or similarly unsuitable will be excluded, with the provision that any communication that is filtered out is made 
available to any director upon request. 

The Cincinnati Gas & Electric Company (CG&E) 

The directors of' CG&E at January 3 1,2006, are as follows: 

Gregory C. Ficke - Mr. Ficke, age 53, is President of CG&E, a position he has held since October 1,2001. He has served 
as a director of CG&E since June 2005. His cuuent term as director expires May 3 1, 2006. 

James E. Rogers - Mr. Rogers, age 58, is Chairman of the Board and Chief Executive Officer of Cinergy Corp. and 
CG&E. He has served as a disector of CG&E since 1994. His cuITent term as director expires May 2,2006. 

James L. Turner - Mr. Turner, age 46, is Executive Vice President of CG&E, a position he has held since July 2000. He 
served as a director of CG&E from February 15, 1999 to April 30, 2001 and was re-elected, effective October 1,2001. 
Mr. Turner's current tern as director expires May 2,2006. 

Additional information on each of the directors of CG&E is presented in the following "Executive Officers" section. 



The directors of PSI at January 3 1, 2006, are as follows: 

Michael G. Browning - Mr. Browning. age 59, is Chairman and President of Browning Investments, Inc., which is engaged 
in real estate development. He is a director of Cinergy Corp. and Standard Management Corporation. He also serves as 
owner, general partner or managing member of various real estate entities. He has served on the Board of PSI since 
1990. 

James E. Rogers - Mr. Rogers, age 58, is Chairman of thc Board and Chief Executive Officer of Cinergy Corp. and PSI. 
Previously, he served as Vice Chairman, President and Chief Executive Officer of Cinergy Corp., and as Vice 
Chairman and Chiei Executive Officer of PSI. Mr. Rogers also holds. or has held, similar executive officer positions 
with Cinergy's principal subsidiaries. He is a director of Cinergy Corp. and Fifth Third Bancorp. He has served on the 
Board of PSI since 1988. 

Kay E. Pashos - Ms. Pashos, age 46. has served as President of PSI since December 2004. Prior to that, since 1995, 
Ms. Pashos served in various legal capacities for Cinergy's Regulated Business Unit including as its General Counsel 
from 2003 to 2004. She has served on the Board or PSI since 2004. 

Mr. Rogers and Ms. Pashos are employees of Cinergy Services, Inc., an affiliate of PSI. Additional information on each of 
Mr. Rogers and Ms. Pashos is presented in the following "Executive Officers" section. 



EXECUTIVE OFFICERS I 

The names and ages of the executive officers of Cinergy, CG&E, and PSI and the positions they hold. held, or have been elected to 
(as of January 31, 2006). and their business experience during the past five years is included in the chart below. 

Name -A&- Cinergv Coro. CG&E PSI 
Michael J. Cyrus(1) 50 Executive Vice President Executive Executive Vice 

210 1 - present Vice President President 
Chief Executive Officer, 2/01 - present 2/01 - present 
Commercial Business Vice President Vice President 
Unit (formerly known as 4/99 - 2/01 4/99 - 2/01 
the Energy Merchant 
Business Unit) 
210 1 9/04 
8/05 - present 
Chief Executive Officer, 
Regulated Business Unit 
9/04 - 8/05 
President, Energy 
Commodities Business 
Unit 
3/99 - 2/01 
Vice President 
4/98 -- 2/01 

Gregory C. Ficke 53 Vice President and Chief President 
Information Officer, 10101 - present 
Regulated Business Unit 
2/01 - 10/01 
Vice President and Chief 
Information Officer, 
Energy Delivery 
Business Unit 
7/00 - 2/01 

Lynn J. Good(2) 46 Executive Vice President Executive Vice Executive Vice 
and Chief Financial President and Chief President and Chief 
Officer Financial Officer Financial Officer 
8/05 - present 8/05 - present 8/05 - present 
Vice President, Finance Vice President, Finance Vice President, 
and Controller and Controller Finance and 
11 103 - 8/05 1 1 103 - 8/05 Controller 
Vice President, Financial Vice President, 11/03 - 8/05 
Project Strategy Financial Project Vice President, 
5/03 - 1 1/03 Strategy Financial Project 

5/03 - 1 1 103 Strategy 
5/03 - 1 1/03 

Julia S. Janson 41 Chief Compliance Chief Compliance Chief Compliance 
Officer Officer Officer 
10104 - present 10104 - present 10104 - present 
Secretary Secretary Secretary 
7/00 - present 1/03 - 1/06 7/00 - present 

Assistant Secretary 
7/00 - 1/03 

Marc E. Manly(3) 53 Executive Vice President Executive Vice Executive Vice 
and Chief Legal Officer President and Chief President and Chief 
1 1/02 - present Legal Officer Legal Officer 
Assistant Secretary 11/02 - present 11/02 - present 
1/03 - present Secretary Assistant Secretary 

1/06 - present 1/03 - present 
Theodore R. Murphy 48 Senior Vice President Senior Vice President Senior Vice 
II(4) and Chief Risk Officer and Chief Risk Officer President and Chief 



8/02 - present 8/02 - present Risk Officer 
8/02 - present 

Frederick J. Newton 50 Executive Vice President Executive Vice Executive Vice 
III(5) and Chief President and Chief President and Chief 

Administrative Officer Administrative Officer Administrative 
5/02 - prcscnt 5/02 - prcsent Officer 

5/02 - present 



Name 

Kay E. Pashos 

James E. Rogers 

James L. 'I'urncr(6) 

David L. Wozny 

Age Cinergv Corp. CG&E PSI 
46 Vice President and President 

General Counsel, 12/04 - present 
Regulated Business Unit Vice President and 
1 1/03 - 12/04 General Counsel, 
Assistant General Regulated Business 
Counsel Unit 
1/01 - 11/03 1 1 103 - 1 2/04 
Senior Counsel Assistant General 
1/95 - 1/01 Counsel 

1/01 - 11/03 
Senior Counsel 
1/95 - 1/01 

58 Chairman of the Board Chairman of the Board Chairman of the 
12/00 - present 12/00 - pl esent Board 
Chief Executive Officer Chief Executive Officer 12/00 - present 
12/95 - present 12/95 - present Chief Executive 
President Vice Chairman Officer 
12/95 - 8/05 12/95 - 12/00 12/95 - present 
Vice Chairman Vice Chairman 
12/95 - 12/00 12/95 - 12/00 

46 President Executive Vice Executive Vice 
8/05 - present President President 
Chief Financial Officer 7/00 - present 7/00 - present 
9/04 - 8/05 Chief Financial Officer Chief Financial 
Executive Vice President 9/04 - present Officer 
1 010 1 - 8/05 President 9/04 - present 
Chief Executive Officer, 2/99 - 7/00 
Regulated Business Unit 
1 210 1 - 9/04 
President, Regulated 
Business Unit 
2/01 - 12/01 
President, Energy 
Delivery Business Unit 
7/00 - 2/01 
Vice President 
4/99 - 12/01 

47 Vice President and Vice President and Vice President and 
Controller Controller Controller 
8/05 - present 8/05 - p~esent 8/05 - present 
Chief Financial Officer, Comptroller Comptroller 
Commercial Business 5/03 - 1 1/03 5/03 - 1 1/03 
Unit 
11/03 - 8/05 
Comptroller 
5/03 - 11/03 
Chief Financial Officer, 
International Business 
Unit 
2/99 - 5/03 

None of the officers are related in any manner. Our executive officers hold the offices set opposite their names until the next 
annual meeting of the Board of Directors and until their successors have been elected and qualified. 

(1) On December 30,2005, Mr. Cyrus informed the Company that he does not expect to continue his employment with the Company 
following completion of the merger. 

(2) Prior to joining Cinergy, Ms. Good was a partner with the international accounting firm Deloitte & Touche LLP in Cincinnati, 
Ohio since May 2002. Prior to that, she was a partner with the international accounting firm Arthur Andersen LLP from 1992 to 



May 2002. While at Arthur Andersen LL,P. she had regional energy responsibilities for risk consulting and internal audit 
practices. 

(3) Prior to joining Cinergy, Mr. Manly was Managing Director, L,aw and Governmental Affairs. Gencral Counsel and Corporate 
Secretary of NewPower Holdings, Inc. (a non-affiliate of Cinergy) Srom April 2000 to August 2002. On June 11, 2002, 
NewPower Holdings. Inc. and its affiliates. TNPC Holdings, Inc. and thc NewPowcr Company, filed a petition for relicf under 
Chapter 1 1 of The United States Banlu-uptcy Code. 

(4) Prior to joining Cinergy, Mr. Murphy was Vice President and Chief Risk Officer of Enron Europe, L.td. (a non-affiliate of 
Cinergy) fiom January 2001 to July 2002. PI-ior to that, he was Vice Prcsidcnt of Market Risk oi Enron Corp. (a non-affiliate of 
Cinergy) Srorn March 1997 to Dcce~nber 2000. 

(5) Prior to.joining Cinergy, Mr. Newton was Senior Vice President, Chief Administrative Officer of LG&E (a non-affiliate of 
Cinergy) from January 1999 to May 2002. 

(6) Mr. Turner served as Vice President of Customer Services from January 2000 until July 2000. 

Cinergy Corp. has adopted both a code of business conduct and ethics applicable to all of its dircctors, officers, and 
employees as well as corporate governance guidelines. Both of thesc doclirnents are available on Cinergy's website 



at www.cinergy.com. In addition. any amendments to or waivers from the code of business conduct and ethics will be posted 
on thc website. Any such amendment or waiver would require the prior consent of the Board of Directors or an applicable 
committee thereof. 

NYSE CEO Certification 

Cinergy Corp. has filed thc certification of its chief executive officer and chief financial officer pursuant to Section 302 of" 
the Sarbanes-Oxley Act of 2002 as exhibits to this Annual Report on Forrn 10-K for the year ended December 31, 2005. In 
May 2005, Cinergy Corp.'~ chief executive officex, as required by Section 303A.l2(a) of the NYSE Listed Company 
Manual, certified to the NYSE that he was not aware ot any violation by Cinergy Corp. of the NYSE's corporate 
governance listing standards. 

Section 16(a) Beneficial Ownership Reporting Compliance 

Section 16(a) of the Exchange Act requires Cinergy's directors and executive officers, and any persons owning more than 
ten percent of Cinergy's common stock, to file with the SEC initial reports of beneficial ownership and certain changes in 
that beneficial ownership, with respect to the equity securities of Cinergy. We prepare and file these reports on behalf of our 
directors and executive officers. During 2005 one Form 4 for each of Messrs. Browning and Cox was filed after its due date. 
To our knowledge, all other Section 16(a) reporting requirements applicable to our directors and executive officers were 
complied with during 2005. 



ITEM 11. EXECUTIVE COMPENSATION 

compensation Committee Report on Executive Compensation 

The executive compensation-related responsibilities of the Compensation Committee include: 

* reviewing, approving and overseeing the process and substance ot' Cinergy's executive compensation policy; 

* I-eviewing and approving compensation for Cinergy's Chief Executive Officer and other executive officers; and 

reviewing and approving the executive compensation plans and the administration thereof. 

Cnnl~~ensntio~z Policy 

Our executive compensation program is designed to promote the delivery of sustained superior performance for all of Cinergy's 
stakeholders by attracting, retaining and motivating high quality executives. From a financial perspective, superior performance is 
defined as ranking in the top quartile for total shareholder return (TSR), calculated based on stock price appreciation and dividends, 
compared to those companies that comprise the S&P Electric Supercomposite Index. Furthermore, in an effort to strengthen the 
alignment of executive and shareholder interests, our strategy is to compensate executives using, whenever possible, stock-based 
compensation. The Committee has engaged an independent compensation consultant, reporting directly to the Committee, in order to 
ensure that our executive compensation program and the individual components thereof are consistent with these policies and 
competitive with the market. 

The Committee, with the assistance of its independent compensation consultant, establishes different components of compensation 
using information relating to several peer groups in addition to the S&P Electric Supercomposite Index. Compensation for Cinergy's 
executive officers primarily consists of the following components, as well as benefits under the other programs described herein: 

* Base salary; 

Annual incentives; and 

* Long-Term incentives. 

The Committee believes that applying benchmarks relating to different peer groups is the most appropriate method of analyzing these 
different components of compensation, as below described: 

Compensation Component Peer Groups Rationale 

Basc Salary and Annual Incentives for Energy I~zdi~stty Peer Group - The The Committee believes the direct 
Utility Specific Executives Towers Penin - Enegy Services competitors for utility specific 

Survey, which is comprised of domestic executives are those companies in the 
utilities and related energy companies, energy industry with revenues similar to 
with the relevant compensation data Cinergy's. 
adjusted to reflect the different sizes of 
the peer group companies. 



Base Salary and Annual Incentives for General Indust?>) Peel- Group - The The Committee believes that general 
General Corporate Executives Towers Perrin - General Industry industry firms also compete for general 

Survey, which is comprised of a broad corporate executives. 
mix of companies, with the relevant 
compensation data adjusted to reflect the 
different sizes of the peer group 
companies. 



L,ong--Term Incentives 

Total Compensation for Named 
Executive OfSiccrs 

E17ergy 1ndustr-y Peer Group - The 
Towers Pen-in - Encrgy Services 
Survcy, which is comprised of domcstic 
utilities and related energy companies, 
with the relevant compensation data 
ad.justed to reflect the different sizes of 
the peer group companies. 

PI o-91 Peer Gro~ip - The Proxy Peer 
Group is comprised ol 18 large, 
integrated U.S. utilities that have similar 
revenucs. market capitalization and risk 
profiles. 

Total Compensation for Other Executive E17ergjl l ~ ~ d ~ ~ s t ~ j ~  Peer Group - The 
Officers Towers Perrin ----- Energy Services 

Survey, which is comprised of domestic 
utilities and related energy companies, 
with the relevant compensation data 
adjusted to rellcct the different sizes of 
the peer group companies. 

Due to the inhcrent differences in the risk 
associated with differcnt industries, the 
Committee believcs thc long-term 
incentive opportunities available to 
Cinergy executive officcrs should be 
consistent with the incentive 
opportunities offered within the energy 
industry. 

The Committee believes thc direct 
competitors for the most experienccd 
senior management talent are the 
co~npanies in the Proxy Peer Group. 

The Committee believes that the total 
compensation of Cinergy7s executive 
officers should be consistent with the 
cornpensation providcd by other 
companies in the energy industry 
bcc:ause they arc hccd with sin~ilar 
opportunities, challenges and risks. 

The significant components of our compensation program are below discussed. 

Base Salaries. Base salaries for the executive oSficers are reviewed annually and are targeted at the soth - 751h percentile of the 
applicable peer group, as above described. 

Alzrz~~al and Long-Tern1 Iizcenth~e~. As discussed below, our annual and long-term incentive plans are intended to complement base 
salary and provide executive officers with total compensation targeted at the 5oth percentile of the applicable peer group. The 
Committee believes that annual and long-term incentive opportunities assist in motivating the behavior necessary to manage short- 
and long-term corporate goals successfuily. This pay for performance emphasis results in a compensation mix in which targeted 
annual and long-tein incentives, in the aggregate, make up, on average, at least 50 percent of the total annual compensation 
opportunity of the Chief Executive Officcr and other executive officers. See "Annual Incentive Compensation" and "Long-Tenn 
Incentive Compensation" for a dcscription of the annual and long-tcrm incentive plans in which the named executive officers 
participate. 

Total Con1pei~sation. We provide executive oITicers a combination of fixed and variable pay, using base salary, short-term incentives 
and long-term incentives. These components, in  the aggregate. are targeted to deliver total compensation at the soth percentile of the 
applicable peer group. However, if Cinergy delivers superior performance, our compensation program is designed to provide total 
compensation at the 7sth percentile of the applicable peer group, and, conversely, if Cinergy7s perforlnance shoilld decline, its 
executive officers' total compensation is designed to decline to a level commensurate with such performance. Thc Committee 
~nonitors each component of executive compensation and regularly compares pay to the performance of Cinergy7s executive officers 
using the peer group data described abovc and the advice of its indepcndent compensation consultant. 



Stock Owr~er-ship nrld Reterltiorl Req~~ir.ernetzts. In a further effort to align the interests of the shareholders, the directors, the Chief 
Executive Officer and the other executive officers, Cinergy maintains a minimum stock ownership policy. Under this policy, the 
Chief Executive Officcr and the other executive officers are required to maintain a minimurn ownership interest in Cinergy equal to /, 

five times and three times their annual base salaries, respectively, and directors are required to maintain a minimum ownership inter6 
in Cinergy equal to two times their annual retainer. The Chief Executive Officer and directors are in  compliance with this 
requirement. The other executive oflicers have a transition period within which to comply, and Cinergy monitors their progress 
toward the requirement. Cinergy also has a policy under which the directors. the Chief Executive Officer and the other executive 
officers are prohibited from disposing of any shares of Cinergy common stock acquired by virtue of the exercise of stock options 
(except to the extent necessary to pay the exercise price and/or any accompanying tax obligations) until 90 days afier their termination 
from ernployment or other service with Cinergy. 

Approximately 350 employees, including all executive officers, participated in Cinergy's Annual Incentive Plan ("AIP) in 2005. 'To 
advancc our pay for performance emphasis. participants are eligible to receive annual incentives (it . ,  bonuses) undel the AIP only to 
the extent that certain pre-determined corporate, business unit and individual goals are achieved. 

Achievement levels for goals under the AIP are based on a scale from 0.0 to 3.0, with target being 2.0. In 2005, the corporate goal 
was based on the attainment of certain levels of net income. For corporate center and shared services employees, which includes all of 
the executive officers, the corporate net income goal and the aggregate individual goals were each weighted at 50 percent of the total 
possible award. For all other employees, the corporate net income goal was weighted at 50 percent of the total possible award, with 
business unit specific goals and individual goals weighted at 25 percent each. Thus, if, for example, Cinergy were to earn a 2.5 for 
the corporate net income goal and a corporate center employee earned a 1.5 for her aggregate individual goals, the employee's overall 
score would be a 2.0 and the award would pay out at target. Pursuant to the terms of the AIP as approved by shareholders, in the event 
of a change in control (as defined in the AIP), all relevant performance criteria would be deemed satisfied at the maximum. 

For 2005, target awards ranged from 10 percent to 75 percent of an employee's annual base salary, depending upon the employee's 
position within Cinergy. The target and maximum annual incentive opportunity was 75 percent and 130 percent, respectively, for the 
Chief Executive Officer and 60 percent and 105 percent, respectively, for each of the other named executive officers. For purposes of 
this calculation, $1,850,004 was used as the Chief Executive Officer's annual base salary because his employment agreement requires 
that $600,000 of his performance- based phantom stock award be included in his 2005 AIP award calculation. See "Employment 
Agreements" for a description of this performance-based phantom stock award. 

Cinergy earned an achievement level of 2.1 for the 2005 corporate goal. Payouts to the named executive officers for the individual 
goal component of their 2005 AIP bonuses corresponded to an achievement level of 3.0. The individual goals included a supplier 
diversity goal, a workforce diversity goal and a corporate governance goal. In connection with Ms. Good's promotion to Executive 
Vice President and Chief Financial Officer, her annual incentive opportunity was increased from 45 percent to 60 percent effective 
September 1, 2005, and she was awarded an additional $250,000 bonus. 

For 2006, the AIP will be based on a corporate net income goal, business unit goals and individual goals. For the named executive 
officers, the corporate net income goal and aggregate individual goals are equally weighted. The 2006 annual incentive bonus for 
other participants in the AIP will be determined based on the corporate net income goal, business unit specific goals and individual 
goals as appropriate. 



Cinergy has a long-term incentive compensation program under the terms of the Cinergy Corp. 1996 L,ong-Term Incentive 
Compensation Plan ("L,TIP). The L,TIP is designed to allgn the long-term interests of our shareholders and management by 
providing incentives to incicase TSR. The L.TIP ties a large portion of the participants' potential total compensation to long-term 
perlormance. This pay lo1 perfor~nance approach provides an upside potential for outperforming peer companies. and downside risk 
for unde~perlorming. The L,TIP perlormance period is three years with a new L,TIP cycle beginning each January ISL. Our most 
senior management. consisting of approximately 150 employees. including all executive officers, participated in the L,TIP in 2005 

For the LTIP cycle that commenced on January 1, 2005, target awards ranged from 20 percent to 160 percent of the participant's 
annual base salary, depending on his or her position within Cinergy. The target L,TIP award opportunities were 160 percent f o ~  the 
Chief Executive Officer and 90 percent lor each of the othe~ named executive ollicers, except Ms. Good, whose target LTIP award 
opportunity was 75 percent in  2005 (Ms. Good's target LTIP award opportunity increased to 90 percent for the cycle that commenced 
January I ,  2006). For pulposes of this calculation, $1.850,004 was used as the Chief Executive Officer's annual base salary because 
his employment agreement requires that $600,000 of his performance based phantom stock award be included i n  his 2005 LTIP 
annual calculation. See "E~nploymcnt Agreements" for a description of this performance-based phantom stock award. 

Of the target award. stock options comprise 25 percent of the total award value under the cycles that are currently outstanding and 
performance shares comprise the other 75 percent. A performance share represents the right to receive a share of common stock if 
certain performance criteria are met. It follows that the number of performance shales that are received depends on Cinergy's 
performance. As discussed in Inore detail below, our performance criterion is our comparative TSR over the LTIP's three-year 
period. Earned performance shares are paid in cash or shares of Cinergy common stock, as determined annually by Cinergy. 

For the cycle that ended December '31,2005, stock options were valued at $4.26 per option using the Black Scholes valuation 
methodology; performance shares were valued at $23.724 per share using the Hewitt risk assessment methodology. Thus, an LTIP 
participant with a base salary of $100,000 and a target award of 20 percent would receive a target award with a value of $20,000. 
Twenty-five percent of this value, or $5,000, would be provided in the form of stock options and 75 percent of the value, or $15,000, 
would be provided in the form ot performance shares. 

The stock options have a ten-year life and vest three years form the date of grant. As stated above, the performance shares generally 
are earned only to the extent that Cinergy's TSR targets for the cycle are met as compared with the TSR of a peer group of 
companies. The peel group for purposes of the TSR calculation under the L.TIP consists of the companies in  the S&P Electric 
Supercomposite Index as of the first day of the cycle, adjusted for certain specifically enumerated events that occur during the cycle of 
the type that could distort the index (e.g., bankruptcies and transactions or potential transactions involving companies included in  the 
index group). The following table illustrates how the performance share payouts directly align participants' pay to Cinergy's 
performance: 

Relative 
TSR 

Performance Percentile 

851h Percentile or above 
8oLh Percentile 
7oth Percentile 
6oth Percentile 
55" Percentile 
401h Percentile 
3oth Percentile or below 

Percent Payout of 
Target Grant 

of Performance Shares 

200 % 
185 % 
150% 
115 % 
100 % 
4Q % 
0% 





Pursuant to the terms of the L,TIP as approved by shareholders, in the event of a change in control (as defined in the LTIP), stoclc 
options generally would vcst, and the payment of performance shares would accelerate (without proration) with all relevant 
performance criteria deemed satisfied at thc maximum. However, stock options granted after May 5, 2005 vcst in accordance with 
their regular schedule regardless of the occurrence of a change in control, and, although the payment 01 perlor~nance shares 
g~anted after this date accelerates upon a change in control, the payment is prorated (except in the evcnt of ccrtain terminations of 
employment) and is calculated based on the greater of actual or target performance with respect to all applicable perfo~lnance criteria. 

Cinergy's TSR performance percentile 101 the L.TIP cycle that ended December 31, 200.5 was 36.3, which corresponds to a payout 
equal to 25.2% of the talget grant of performance shares. 

The Committee may grant additional short-term or long-term awards to recognize increased responsibilities or special contributions, 
to attlact new hires to Cinergy. to retain cxecutives, 01 to recognize other special circumstances. In 2005, certain performance-based 
restricted stock awards were granted to the named executive officers as shown in the Summary Compensation Table. 

Other Progra~ns 

Cinergy also provides its executive officers with life and medical insurance, pension, savings and compensation deferral programs,, 
perquisites and other benefits that are competitive with market practices. The Committee considers all benefits when reviewing the 
total compensation of the executive officers. 

On December 30,2005, Cinergy entered into agreements with certain executive oflicers. including Mr. Cyrus, Mr. Turner, Mr. Manly and Ms. Good, to 
accelerate the payment of a portion ol  the executive's benefits, otherwise expected to be paid following the closing of the merger by and among Cinergy and 
Duke Energy Corporation (Duke), in order to mitigate Cinergy's taxes and related expenses. The new agreements amend the executive officers' employment 
agreements. and the benefit plans in which they participate, to provide that Cinergy will accelerate (into 2005) the payment of certain amounts that they have 
previously earned or are expected to earn following the closing of the merger. Pursuant to these agreements, Cinergy prepaid Mr. Cyrus $9223,445, Mr. Turner 
$589,680, Mr. Manly $1,403,664 and Ms. Good $973,137, and the other executive ofiicers as a group $21,877,316 in connection with some or all of the 
following benefits: (i) performance shares under Cinergy's long-term incentive plan, (ii) expected 2006 bonus payment, (iii) estimated severance benefits, (iv) 
expected andlor earned supplemental executive reti!.ement benefits and (v) restricted stock awards. In the evcnt the executive voluntarily terminates his or her 
employment prior to the closing of the mergei,, the executive is obligated to repay all of the payments. and ii the merger does not closc on or prior to a specified 
date, the executive is obligated to repay half ol' the payments. to reflect his or her estimated tax liability upon receipt of the accelerated payments: in each case. 
less any amounts that the executive has already earned through such date. The balance of the prepaid amounts will reduce thc amounts described above that are 
payable as a result of the closing of the merger. By accelerating these payments, Cinergy will mitigate its taxes and related expenses that it would otherwise 
incur if it had waited until after2005 to make these payments. 

Chief Executive Officer 

Plzilosoj~hy. The Committee's objective with respect to CEO compensation is to motivate and retain a chief executive officer who is 
committed to delivering sustained superior performance for all of Cinergy's stakeholders. We attempt to compensate the Chief 
Executive Officer using, whenever possible, stock-based co~npensation so as to strengthen his alignment with shareholder interest in 
stock price appreciation and dividend yield. The Chief Executive Officer is also provided perquisites and retirement benefits 
commensurate with those provided to chief executive officers of comparably-sized general industry companies. 



Consistent with oul compensation philosophy described above. in early 2004, the Committee approved a new compensation package 
for MI.. Rogers, including a restated employ~nent agreement. See "Employment Agreements" for a descl.iption of Mr. Rogers' restad 
employment agreement. Mr. Rogers has served as Chairman, and CEO of PSI Energy. Inc. since 1988, as CEO of Cinergy Corp. 
since 1995, and as Chairman since 2000. The Committee determined that the new compensation package was app~op~iate, and 
continues to bc appropriate, based upon the long-term performance of Mr. Rogers. 

Base Snlaty. In 2005, Mr. Rogers did not receive an increase to his base salary. 

Ailr~l~~zl Il~centive Con~pensatiorl. FOI 2005, Mr. Rogers received a cash award under the Annual Incentive Plan in  the amount of 
$1,947,129. The award was based on the corporate goal achievement discussed above, and a 3.0 with lespect to his objective 
individual goals, which included a customer satisfaction goal, supplier diversity goal, workforce diversity goal, workforce engagemenr 
goal and a corporate governance goal. 

Long-Telm Incentive Cor71pei1satior1. MI. Roger's payout for the performance cycle of the LTIP that ended December 31, 2005, was 
$959,499. 

As stated above, the Committee emphasizes pay for performance. In this regard, approximately 65.0 percent of Mr. Rogers' 2005 
compensation listed in  the Summary Compensation Table was performance-based. 

Code Section 162(m) 

Internal Revenue Code Section 162(m) generally limits Cinergy's annual federal income tax deduction to one million dollars for 
compensation paid to each of the named executive officers. However, qualifying performance-based compensation is exempted from 
the deduction limit under certain conditions. The Committee attempts to qualify the named executive officers' compensation for full 
corporate deductibility, including awards under the shareholder-approved AIP and LTIP; however, in an effort to remain competitive 
and attract and retain key management employees, certain compensation awarded in 2005 may not qualify for exemption from the 
deduction limit under Section 162(m) of the Internal Revenue Code. 

C'onzpensation C'on7mittee 
Michael G. Browning, Chair 
George C. Juilfs 
Thomas E. Petry 
John J. Schifvi, Jr. 



Summary Compensation Table 

Included i n  the following table is, for thc past three years, the compensation paid to our Chief Executive Officer and the other four 
most highly compcnsatcd executive olficers in 2005. These amounts include payments for services in all capacities to Cinergy and its 
subsidiaries. We sometimes rcler to the persons listed below as the "named executive officers." 

1,onp-Term Compensation 
Annual Cnmpensatinn Awards I'avouts 

Secarities 
Underlying 

Otl~er Annual Restricted Stock OptiondSARs LTlP Ail Other 
Name and Principal Position - Year Salarv Rnnus Compensation Aaarddl)  (#) Ibvouts(2) Comnensationc(3) 

James E Rogers 2005 $ 1,250,004 $ 1,947,129 $ 72,091(4) $ - 137,300 $ 959,499 $ 245,331 
Cha~rman of the Board 2004 1,250,004 1,258,003 47,876 - 138,600 4,935,799 214,781 
and Chtef Ehecutive Officer 2003 1,250,004 1,920,854 103.441 - 145,500 4,609,396 1,172.311 

Michael J Cprus 2005 644,028 545,814 20,562 199,241 26.000 206,207 9,275,409 
Execut~ve Vice Prestdent of Cincrgy and 2004 622,248 224,009 107,277 207,7 19 25,900 1,277,140 41,230 
Cllief Executive Officer of tile Regulated 2003 589,560 493,500 3,958 142,062 31,300 1,074,176 52.765 
Bus~ness U n ~ t  

Jamcs L Turner 2005 540,000 457,650 21,164 249,072 19,800 126,706 631,181 
President 2004 525,008 283,504 14,689 207,719 19,800 769,562 39,174 

2003 435,709 366,632 6,764 142,062 19,200 614,140 22,247 

Marc E Manly 2005 516,528 437,757 21,164 199,241 20,800 165,413 1,454,406 
Executtve V ~ c e  Pres~dent and 2004 499,056 269,490 38,182 207,7 19 20,800 771.31 1 46,478 
Ch~ef Lcgal Officer 2003 479,760 395,802 221,132 142,062 25,100 381,711 22,295 

Lynn J Good 2005 325.236 454,288 21,164 149,452 12,000 57,793 1,017,608 
Execuuve Vice President and 2004 276,750 99,638 6.859 - 9,400 233,502 19,444 
Ch~ef Rnanclal Otficer 2003 180.000 (5) 93.600 1,060 150,916 20,500 85,604 7,978 

(1) The aggregate value of all restricted stock holdings for Messrs. Rogers, Cyrus, Turner and Manly and Ms. Good, respectively, 
as of December 31, 2005 are $0, $187,970, $91 1,871, $610,363 and $338,491. With respect to a portion of the restricted 
stock, dividends are payable upon vesting and with respect to the remaining portion of the restricted stock, dividends are 
payable on a current basis in accordance with Cinergy's applicable dividend policy. 

(2) Amounts appearing in this column reflect payouts relating to the Cinergy Corp. 1996 Long-Term Incentive Plan. 
(3) Amounts appearing in this column for 2005 includc for Messrs. Rogers, Cyrus, Turner and Manly and Ms. Good, 

respectively: (i) employer matching contributions under the 401(k) Plan and related 401(k) Exccss Plan of $58,719, $30,306, 
$25,243. $24,155 and $14,441; (ii) insurance premiums paid with respect to executivc/group-tcrm life insurance of $637, 
$3,699, $3,654. $3,086 and $2,189 and (iii) accelerated payments made in order to mitigate Cinergy's taxes and related 
expenses of $0, $9,223,445, $589,680, $1,403,664 and $973,137. FOI Mr Rogers, the amount also includes above market 
interest of $179,136 earned on portions of his base salary deferred from 1992 to 2001 under his Defel-rcd Compensation 
Agreement. For Mr. Cyrus and Ms. Good, the amount also includes $18.299 and $22,943 of profit sharing contributions under 
the 401(k) Plan and related Excess Profit Sharing Plan. 

(4) This amount includes approximately $17,550 after tax cost to the Company rclated to a car allowance and approximately 
$25,682 after tax cost to the Company related to legal expenses. 

(5) Ms. Good began employment with Cinergy Corp. on May 1,2003. 



OptiodSAR Grants Table 

Included in the following tablc are individual glants of options to purchase Cinergy common stock made to the named executive 
officers during 2005. On January 1,2003, we bcgan expensing new stock option grants. The fair value of a stock option is expcnsed 
over the option's stated vesting pe~iod, except kol retirement eligible employees for which the grants are expensed imlncdiatcly 
because vesting accclcratcs upon retirement. In 2005, we granted 766,100 stock options with an average fail value 01 $5.64 per 
option. In 2005, we recognized approximately $6 million of expense related to stock options granted since January 1, 2007. 

Potential Realizable Value at 
Assumed Annual Rates of Stock 
Price Appreciation for Option 

Individual Grants 
Number of % of Total 
Securities OptionsISARs Exercise or 

Underlying Granted to Base 
OptionsISARs Employees in Fiscal Price 

Name Granted (#) Year per Share Expiration Date 5% 10% 

James E. Rogers 137,300 (1) 17.92% $ 41.79 1/1/2015 $ 3,642,408 $ 9,231.103 
Michael J. Cyrus 26,000 (1) 3.39 41.79 1/1/2015 680.652 1.724,940 
Jarnes L. Turner 19,800 (1) 2.58 41.79 1/1/2015 688,536 1,744,920 
Marc E. Manly 20,800 (1) 2.72 41.79 1/1/2015 662,256 1,678,320 
Lynn J. Good 9,700 (1) 1.27 41.79 1/1/2015 254,916 646,020 
Lynn J. Good 2,300(2) 0.30 41.975 12/14/2015 60,715 153,864 

(1) Options were granted pursuant to the LTIP effective January 1,2005 and become exercisable on January 1, 2008, the third 
anniversary of the grant. In the case of a change-in-control of Cinergy, including the pending merger with Duke or the . 
retirement or death of the executive, all stock options become immediately exercisable. 

(2) Options were granted on December 14,2005 and do not vest upon the closing of the pending merger with Duke. 

(3) The amounts shown represent hypothetical potential appreciation of Cinergy common stock and do not represent either historical 
performance or, expected future levels of appreciation. The actual values which may be realized, if any, upon the exercise of 
stock options will depend on the future market price of'cinergy common stock, which cannot be forecast with reasonable 
accuracy. 

Aggregated OptionISAR Exercises and Year End OptiodSAR Values Table 

Included in the following table is, for each named executive officer, information concerning (i) stock options exercised during 2005, 
including the value realized (i.e., the spread between the exercise price and the market price on the date of exercise), and (ii) the 
number of shares covered by options held on December 31,2005 and the value of the officer's "in the money" options. 
"In-the-money" value is the positive spread between the closing market price of Cinergy common stock on December 31,2005 
($42.46 per share) and an option's exercise price per share. 

Number of Securities Value of Unexercised 
Underlying Unexercised In-The-Money 

OptionslSARs at OptionsISARs at 
Year End (#) Year End 

Shares Acquired Exercisable1 Exercisable1 
Name on Exercise (#) Value Realized Unexercisable Unexercisable 

James E. Rogers - $ - 970,300142 1,400 $ 7,053,725/1,855,280 
Michael J. Cyrus - - 141,799/83,200 1,461,681/382,192 
James L. Turner - - 101,625/58,800 1,418,435125 1,559 
Marc E. Manly 40,000 341,083 71,200/146,700 773,23211,175,366 
Lynn J. Good - - -141,900 -12 18,425 





LTIP Awards Table 

Both stock option grants and target awards of'performance shares were made for the three-year LTIP performance cycle that began 
January 1, 2005. The stock option grants are reported on the "OptionISAR Grants 'Table". Included in the following table are 
potential payouts of performance shares awarded to the named executive officers during 2005. 

Number of Performance or Other Estimated Future Payouts under Nan-Stock Price- 
Shares, Units 01. Period Until Based Plans(2) 

Name Other Riehts (#) Maturation or Pavout Threshold Target (#) Maximum (#) 

James E. Rogers 
Michael J. Cyrus 
James L. Turner 
Marc E. Manly 
Lynn J. Good 

(1) See "Option/SAR Grants 'Table." 

(2) Payouts of performance shares are tied to Cinergy's TSR targets for a cycle as compared with the TSR of a peer group consisting 
of the companies comprising the Standard & Poor's Electric Supercomposite Index as of the first day of the cycle, adjusted for 
certain specifically enumerated events that occur during the cycle of the type that could distort the index (e.g., bankruptcies and 
transactions or potential transactions involving companies included in the index group). If Cinergy does not exceed the threshold 
level of performance equal to the 30th percentile of the peer group's TSR. no performance shares are earned. The target and 
maximum amounts are earned if Cinergy's TSR meets the 55th and meets or exceeds the 85th percentiles, respectively, of the 
peer group's TSR. Except in the case of a change in control, disability, death or retirement on or after age 50 during the cycle, a 
participant must be employed on the last day of a cycle to receive an earned award. See "Summary Compensation Table" above 
for payouts related to the cycle ended December 31, 2005. Performance awards are paid out at the maximum amount in the case 
of a change-in-control of Cinergy, including the pending merger with Duke. 

Pension Benefits 

Substantially all non-union employees, including our named executive officers, are entitled to benefits under our Non-Union 
Employees' Pension Plan (Pension Plan). In addition, eligible employees, including our named executive officers, will receive 
benefits under our Supplemental Executive Retirement Plan (SERP) and Excess Pension Plan at retirement, and each named executive 
officer may receive an additional retirement benefit under his or her employment agreement (described below). 'These plans, which 
are described in more detail below, are defined benefit pension plans to which the participants do not contribute. 

Pension Plan and Excess Pension Plan 

At the end of 200'2, each active participant in the Pension Plan, including our named executive officers, was provided a one-time 
election to corltinue to have his or her pension benefit calculated under a traditional final average pay formula or to earn future 
benefits under one of two new cash balance programs. All employees hired on or after Janua~y 1,2003 may elect to earn benefits 
under one of the two cash balance programs but not the traditional final average pay formula. Messrs. Rogers, Turner and Manly 
elected to continue to earn benefits under the traditional final average pay formula, which calculates pension benefits based on a 
participant's "highest average e'arnings" and years of plan participation. Mr. Cyrus elected to participate in the Balanced Program and 
Ms. Good, who was hired in 2003, elected to participate in the Investor Program. The Excess Pension Plan, which covers  employee^ 
with eligible earnings in excess of certain tax code limitations, including the named executive officers, is designed primarily to 
provide those benefits which cannot be paid from the Pension Plan by reason of certain tax code limitations applicable to qualified 
plan benefits. The following table shows the estimated annual pension benefits payable as a straight-life annuity under the final 
average pay formula of our Pension Plan and Excess Pension Plan to participants who retire at age 62. 
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For pension purposes, a participant's "highest average earnings" is generally the employee's average annual earnings (including 
short-term incentive compensation and, with respect to the Excess Pension Plan, certain non-elective contributions to the 401(k) 
Excess Plan) during a three consecutive year period within the ten years immediately preceding retirement, that produces the highest 
average. For purposes of the table, the estimated credited years of service at age 62 for the named executive officers are as follows: 
Mr. Rogers, 20 years; Mr. Turner, 26 years: and Mr. Manly, 11 years. For purposes of this table, Mr. Rogers' current highest average 
earnings is $3,518,250. The benefits are not subject to any deduction for social security or other offset amounts. 

As stated above, Mr. Cyrus elected to earn benefits under the Balanced Program and Ms. Good elected to receive benefits under the 
Investor Program, each of which are cash balance programs. The Investor Program provides an annual pay credit equal to two percent 
of eligible annual earnings to a hypothetical account established for the participant, and the Balanced Program provides an annual pay 
credit equal to three percent, four percent or five percent (depending on the participant's years of service) of eligible annual earnings 
to a hypothetical account established for the participant. Each participant's account is also credited with interest credits that are 
currently based on the 30-year Treasury bond rate. The estimated annual benefit payable upon retirement at age 62 for Mr. Cyrus and 
Ms. Good, respectively, under the Pension Plan and the Excess Pension Plan is $143,947 and $28,371. These estimates are based on 
the assumption that: (i) the executive remains employed until age 62; (ii) the executive's compensation increases at an annual rate of 
three percent; (iii) the executive receives a target annual bonus each year; and (iv) current interest rates remain constant. Participants 
in the Balanced and Investor Programs also are entitled to receive profit sharing contributions to their accounts under Cinergy's 
401(k) Plan and Excess Profit Sharing Plan, in an aggregate amount of up to 15 percent of eligible earnings in any one year, based on 
Cinergy's corporate performance. 

SERP 

Our SERP provides selected executive officers, including the named executive officers, with an opportunity to earn a pension benefit 
that will replace up to 60 percent of their "final average earnings". Benefits payable under the SERP are reduced by the benefits 
provided under our Pension Plan and Excess Pension Plan, and further reduced by 50 percent of the employee's age 62 social security 
benefit. Under the SERP, each participant accrues a retirement income replacement percentage at the rate of four percent 
(Mr. Manly's employment agreement provides for a SERP enhancement equal to the incremental benefit he would receive if his 
retirement income replacement percentage accrued at a rate of' five percent rather than four percent) per year from the date the 
participant is first classified as a "senior executive employee," up to a maximum of 15 years. For this purpose, "final average 
earnings" is the greater of (i) the employee's highest average earnings (as defined in our Excess Pension Plan) or (ii) the final 
12 months of base pay plus short-term incentive compensation and certain non-elective contributions under the 401(k) Excess Plan. 
Based on the SERP and applicable employment agreements (discussed below), the estimated retirement income replacement 
percentage is 65 percent for Mr. Rogers and approxima~ely 60 percent for the other named executive officers, assuming each other 
named executive officer remains employed until age 62. 



Su/~plemental Retiremerzt Benefits Ihzder Enzl~loynient Agreements 

Each named executive officer (other than Ms. Good) has entered into an elnploylnent agreement that provides that if he retires after 
age 55 (age 62 for Mr. Manly), he will be entitled to a supplemental retirement benefit equal to the excess of the maxiinurn potential 
SERP bcnefit ovel his actual total benefit unticr our Pension Plan, Excess Pension Plan and SERP. The supplemental retilement 
benefit is payable to the named executive officer's surviving spouse, i f  any, i f  the named executive officer dies while employed by 
Cinergy after reaching age 55. Any benefit payable to the surviving spouse will be actuarlally adjusted, consistent with the applicable 
joint and survivorship provisions contained in the Pension Plan. The supplelnental retilement bcnefit provided to Mr. Rogers under 
his employment agreement differs in two ways: (i) upon attaining age 58. his benefit was increased to 65 percent of his "highest 
average earnings"; and (ii) his "highcst average earnings" includes certain portions or  the performance award below discusscd. The 
employment agreements are described below in more detail. 

The named executive officers generally may elect to receive the actuarial equivalent of thei~ entire supplemental retirement benefit, 
and thcir benefits under the Excess Pension Plan and SERP, in a lump sum if they terminate elnpioyment prior to the second 
anniversary of a change in control. In the absence of a change in control, participants may elect to receive one-half of such benefits in 
the form of a lump sum payable following their telrnination of employment. 

Cinergy's Executive Supplemental Life Insurance Program provides key management personnel, including the named executivc 
officers, with additional life insurance during employment and with post-retirement deterred compensation. If the participant retires 
after attaining age 50, the life insurance coverage is canceled and, instead, the participant receives the value of the coverage in the 
form of deferred compensation, payable in ten equal annual installments of $15,000 per year. Mr. Turner, Mr. Manly and Ms. Good 
also have elected to participate in our Executive Life Insurance Plan, under which Cinergy pays the premiums with respect to a whole 
life insurance policy owned by each executive that provides life insurance coverage in an amount equal to the amount of his or her 
annual base salary and target annual bonus. 

The American Jobs Creation Act of 2004, which was enacted on October 22, 2004, made substantial changes to the administration, 
design and taxation of deferred compensation arrangements. Cinergy's compensation plans will be revised, as necessary, to comply 
with the new laws. 

Employment Agreements 

We have entered into an employment agreement with each of our named executive officers. The term of the employment agreements 
expire on December 31,2008 (December 31, 2007 for Ms. Good). On December 31,2006, and each year thereafter, the term is 
automatically extended for one additional year absent notice of earlier termination by either party. The named executive officers will 
receive the following annual salaries in 2006: $1,250,004 for Mr. Rogers, $666,576 for MI.  Cyrus, $561.600 for Mr. Turner, $537,204 
for Mr. Manly and $390,000 for Ms. Good. Each named executive officer is entitled to receive the same perquisites as are provided to 
other senior executives of Cinergy and to participate in the same benefit and retirement plans offered to our other executive officers, 
including the SERP, Excess Pension Plan, Annual Incentive Plan (AIP) and L,TIP, with the target and maximum incentive awards 
under those plans to be not less than as specilied in the employment agreements. We also will reimburse the named executive officers 
for taxes applicable to certain benefits they receive. The employment agreements (with the exception of Ms. Good's agreement) also 
provide the supplemental retirement benefits above described. 

If we terminate a named executive officer's employment for cause (as defined in the agreement), or if the executive terminates his or 
her employment other than for good reason (as defined in the agreement), then he or she will be entitled to receive under his or her 
employment agreement only his or her "accrued benefits," which consist of earned but unpaid compensation and benefits, including a 
,>ro rata portion of the executive's prqjected bonus under the AIP. 

Outside the change in control context (i.e., prior to or more than twenty-four months after a change in control), if we terminate a 
named executive officer's employment without cause or the executive terminates his or her employment 





for good reason, then, in addition to his or her accrued bencfits, the executive will be entitled to receive the following sevel-ance 
benefits: 

three times (two times for Ms. Good) the sum of his or her annual base salary plus the higher of his or her prior year 
annual bonus or his or her current year pro"jected bonus (but not less than target); and 

continued medical and welfare bencfits through the end of the stated term of the employment agreement or a cash 
cquivalcnt (reduced by coverage obtained from subsequent employers). 

In the change in control context (i.e., within twenty-four montlis after a change in control), if we terminate a named executive 
officer's employment without cause or the executive terminates his or he1 employment for good reason, then the executive will be 
entitled to receive, in addition to his or her accrued benefits, the following severance benefits: 

three times the sum of the higher of his or her annual base salary and target annual bonus or his or her annual base salary 
in effect immediately prior to the change in control and annual bonus (based on the higher of his or her prior year annual 
bonus, his or her annual bonus for thc year prior to the change in control, or his or her current year projected bonus (but 
not less than target)); 

the present value of any benefits under our Executive Supplemental L.ife Program; 

full vesting of his or her accrued benefits under our Pension Plan, Excess Pension Plan and SERP; 

three additional years of age and service credit for purposes of calculating the supplen~ental retirement benefit and 
benefits under our Pension Plan, Excess Pension Plan and SERP; 

welfare benefits for a 36-month period following termination of service or a cash equivalent (reduced by coverage 
obtained from subsequent employers); 

a payment of $50,000 ($35.000 for Ms. Good) in lieu of additional autoinobile benefits; and 

0 miscellaneous benefits, including outplacement services. 

If the employment of a named executive officer is terminated other than by death, the executive generally will be entitled to 
reimbursement for reasonable relocation costs (reduced by relocation benefits obtained from subsequent employers). Cinergy will 
pay legal fees incurred by each named executive officer as a result of successfully disputing a termination of employment that entitles 
him to benefits under his or her employment agreement. In the event any payment made to a named executive officer results in the 
imposition of the golden parachute excise tax, Cinergy must make an additional payment to cover all such excise taxes and any taxes 
on the additional payments. 

Any stock options or stock appreciation rights held by the executives and granted prior to May 8, 200.5 become immediately 
exercisable upon a change in control to the extent not otherwise provided in the applicable documents. If an executive terminates 
employment for any reason within twenty-four months following the change in control, his or her stock options and stocl< 
appreciation rights remain exercisable for at least three months following termination of employment. 

Under his employment agreement. Mr. Rogers received a $5 million performance-based phantom stock award that will be credited to 
]is account under the 401(1<) Excess Plan on December 31,2006, provided that performance measures established by the 

Compensation Committee have been satisfied as of that date. The credit to Mr. Rogers' account will be accelerated (without regard to 
the achievement of the performance measures) in the event he dies or becomes disabled, we terminate his employment without cause, 
hc terminates his employment for good reason or in the event of a change in control. In order to further align the interests of 
Mr. Rogers and our shareholders, the credit, if any, to Mr. Rogers' account under the 401(k) Excess Plan will remain invested in 
phantom shares of Cinergy common stock until distributed, in cash, upon his retirement from the Company. Mr. Rogers is paid 



dividend equivalents on the $5 million potential award on a current basis; and $600,000 of the potential award will be included in 
Mr. Rogers' annual base salary for purposes of calculating his LTIP awards, annual bonus and supplcrnental retirement benefit during 
2005 and 2006. 

Mr. Rogers is entitled to certain severance benefits in addition to those above described. In particular, in the event that we terminate 
Mr. Rogers' elnploy~nent without cause or he terminates his e~nployment for good reason, then Mr. Rogers also will be entitled to (i) a 
paylnent of'$60,000 (rather than the benefit provided to the other named executive officers) in lieu of additional auto~nobile benefits, 
and (ii) in the event such termination occurs outside the 



change in  control context, the aggregate amount that he would have received had he remained employed through the end of the 
employment term under the performance share awards that he holds on the date of his termination of employment. 

Deferred Compensation Agreement 

In 1992, PSI entered into a defe~led compensation agreement with Mr. Rogers. Except for earnings on amounts previously deferred, 
Mr. Rogers is not accruing any additional benefits under this agreement. The agreement provides that upon termination of his 
cmploymcnt, for any reason other than death, Mr. Rogers will receive two 15-year annual cash benefits beginning the first 
January thereafter. Payment of the first annual cash benefit will commence no later than January 2010 and will range from $341,000 
if payment begins in January 2007 to $554,000 if payment begins in January 2010. Payment of the second annual cash benefit will 
commence no earlier than January 2008 and no later than January 2010 and will range from $1'79,000 to $247,000. Comparable 
amounts are payable if Mr. Rogers dies before these payments begin. 

Compensation of Cinergy Directors 

In 2005, the fees paid to our non-employee directors consisted of: 

Tvpe of Fee Amount 

Annual Board Retainer 
Annual Committee Retainer 
Annual Committee Chair Retainer 
Annual Lead Director Retainer 
Board Meeting Attendance 
Committee Meeting Attendance 
Annual Equity Award 

$ 60,000 (payable 50% each in cash and stock) 
$ 8.500 
$ 8,500 
$ 5,000 
$ 2,000 ($1,250 if attended by conference call) 
$ 2,000 ($1,250 if attended by conference call) 

450 units of Cinergy common stock 

In addition, when a non-employee director is first elected to the Board, he or she is granted a non-qualified stock option to purchase 
12,500 shares of Cinergy common stock. All such options have exercise prices at least equal to 100 percent of the fair market value 
of Cinergy common stock on the date of the grant. vest at the rate of 20 percent per year over a five-year period and may be exercised 
over a 10-year term. Cinergy also reimburses all non-employee directors for expenses incurred to attend and participate at Board 
and committee meetings, including the annual off-site strategic retreat. Directors who are employees of Cinergy receive no 
compensation for their service as directors. 

The portion of each non-employee director's annual retainer that is payable in cash is paid quarterly in arrears. The portion of each 
non-employee director's annual retainer that is payable in  Cinergy common stock, unless voluntarily deferred, is delivered to the 
director as soon as practicable after January 1 each year. It voluntarily deferred, the shares, along with reinvested dividends, are 
credited to an individual bookkeeping account maintained by Cinergy on behalf of the non-employee director and must remain in the 
account until he or she ceases to be a director, at which time the units will be distributed to the director. 

IJnder our Directors' Deferred Compensation Plan, each non-employee director of Cinergy may choose to defer the portion of his or 
her lees that is otherwise payable in cash into a bookkeeping account denominated in either cash or units representing shares of 
Cinergy common stock, or in a combination of cash and units. If deferred in units, additional units are credited to the director's 
account at the same time and rate as dividends are paid to holders of Cinergy common stock. Amounts deferred into a cash 
bookkeeping account earn interest at the annual rate (adjusted quarterly) equal to the interest rate on a one-year certificate of deposit 
for $100,000 (as quoted in The Wall Street Jourrzal) on the first business day of the calendar quarter. Deferred units are distributed as 
shares of Cinergy common stock, and accrued cash accounts are paid in cash, generally commencing in the year immediately 
following the year in which the director ceases to be a director. 



As described in the table above, under Cinergy's Directors' Equity Compensation Plan, each non-employee director receives an 
annual a w a ~ d  on December 31 equal to 450 shales of Cinergy common stock. Each such award is credited, along with reinvested 
dividends, to a bookkeeping account maintained on behalf of the non-employee director and is paid beginning when he or she ceases 
to be a director or upon a change in control. The accrual of future benefits under our 



Retirement Plan for Directors was eliminated effective January 1, 1999. Each of our currently serving non-employee directors who 
had an accrued cash benefit under such plan prior to 1999 converted the benefit to units representing shares of Cinergy common 
stock. These units are payable, along with reinvested dividends, after the director ceases to be a director or upon a change in  control. 

Fol 2006, the Board approved the advance payment of the cash portion of the annual retainer as well as the committee meeting fees to 
those non-employee directors who will not continue to serve on the Board of Directors of the combined company of Cinergy and 
Duke after the closing of the merger. 

Compensation of PSI Directors 

Each non-employee director of PSI is eligiblc to receive an annual retainer fee of $8,000 plus a fee of $1,000 lor each Board meeting 
attended. However, any non-employee directo~ of PSI who also serves as a non-employee director of Cinergy or any ol' its affiliates 
shall not receive the annual retainer fee, or any compensation for attendance at any Board meeting that is held concurrently or 
consecutively with a meeting of Cinergy's Board of Directors. Mr. Browning, a non-employee director of PSI, is currently also a 
non-employee director of Cinergy. Directors who are employees of Cinergy or any of its subsidiaries (Mr. Rogers and Ms. Pashos) 
receive no compensation for their services as directors These cash fees are eligible to be deferred under the Directors' Deterred 
Compensation Plan above described. 

As described above. the accrual of future benefits under Cinergy's Retileinent Plan for Directors was eliminated effective January 1, 
1999. Mr. Browning convertecl his accrued cash benefit under the plan on that date to units representing shares of Cinergy common 
stock, payable commencing at the time of his retirement from both PSI'S and Cinergy's boards. 

All CG&E directors currently are employees of Cinergy and receive no compensation for their services as directors. 
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED 
STOCKHOLDER MATTERS 

Security Ownership of Certain Beneficial Owners and Management 

Listed on the following table are the owners of five percent or more 01" Cinergy's outstanding shares of common stock, as of 
December 31, 2005. This information is based on the most recently available reports filed with the SEC and providcd to us by the 
companies listed. 

Amount and Nature of Beneficial Percent of 
Name and Address of Beneficial Owner Ownershio Class 

United States 'Trust Corporation 
114 West 47th Street 
New York, NY 10036 11,137,476 stiares(1) 5.6% 

Franklin Resources, Inc. 
One Franklin Parkway 
San Mateo, California 94403 12,813,890 shares(2) 6.4 % 

(1) This information was obtained from the beneficial owner's Schedule 13G/A filed with the SEC on February 15, 
2006. 

(2) This infbrmation was obtained horn the beneficial owner's Schedule 13G/A filed with the SEC on February 7, 
2006. 

Listed on the following table is the number of shares of Cinergy common stock beneficially owned by each director, each executive 
officer narned in the Summary Compensation Table and all directors and executive officers as a group, as of January 31, 2006. 

Amount and Nature of 
Name of Beneficial Owner Beneficial Ownershio(1) Percent of Class 

Michael G. Browning 
Phillip R. Cox 
Michael J. Cyrus 
Lynn J. Good 
George C. Juilfs 
Marc E. Manly 
'Thomas E. Petry 
James E. Rogers 
Mary L. Schapiro 
John J. Schiff, Jr. 
Philip R. Sharp 
Dudley S. Taft 
James L. Turner 
All directors and executive officers as a group 

(19 persons) 

125,306 shares 
16,586 shares 

283,023 shares 
11,585 shares 
49,782 shares 

132,639 shares 
33,425 shares 

1,802,985 shares 
27,380 shares 
65,493 shares 
9,187 shares 

44,214 shares 
179,441 shares 

3,098,649 shares 

Represents less than 1 %. 

(1) Includes shares that there is a right to acquire within 60 days of January 31,2006 in the following amounts: Mr. Browning - 
13,386; Mr. Cox - 13,386; Mr. Cyrus - 173,099; Ms. Good - 0; Mr. Juilfs - 13,386; Mr. Manly - 96,300; Mr. Petry - 
13,386; Mr. Rogers - 1,115,800; Ms. Schapiro - 25,035; Mr. Schiff - 3,604; Mr. Sharp - 3,386; Mr. Taft - 10,000; 
Mr. Turner - 120,826; and all directors and executive officers as a group - 1,739,994. 



Cinergy Corp. owns all outstanding shares of common stock of CG&E, CG&E's only voting security. 



CG&E's dilectors and executive officers did not benef~cially own any shares of any class of equity security of CG&E as of 
January 31, 2006. The beneficial ownership of Cinergy Corp. common stock by each director and named executive officer of 
CG&E as of January 31, 2006, is set forth in  the following table: 

Amount and Nature of Percent of 
Name of Beneficial Owner Beneficial Ownership(1) Class 

Michael J. Cyrus 283,023 shares :I: 

Gregory C. Ficke 56,2 10 shares I: 

Lynn J. Good 1 1,585 shares I: 

Marc E. Manly 132.639 shares :I: 

Jarnes L. Turner 179,44 1 shares I: 

James E. Rogers 1.802,985 shares I: 

All directors and executive officers as a group 
(10 persons) 2,702,043 shzues 1.35 % 

Less than 1 percent 

(1) Includes shares which there is a right to acquire within 60 days of' January 31, 2006 in the following amounts: Mr. Cyrus - 
173,099; Mr. Ficke - 31,800; Ms. Good - 0; Mr. Manly - 96,300; Mr. Rogers - 1,115,800; Mr. Turner - 120,826 and all 
directors and executive officers as a group - 1,667,825. 

Security Ownership of Certain Beneficial Owners and Management 

The following table lists the sole owner of five percent or more of PSI's outstanding shares of common stock as of Janua~y 31, 2006. 

Name and Address of Amount and Nature of Percent 
Beneficial Owner Beneficial Ownershia of Class 

Cinergy Corp. 
139 East Fourth St. 
Cincinnati, Ohio 45202 53,913,701 100% 

Based on the most recently available reports filed with thc SEC, to our knowledge there were no owners of five percent or more of 
PSI's outstanding shares of cumulative preferred stock as of Dccember 31, 2005. 

Listed on the following table is the number of shares of Cinergy common stock beneficially owned by each of PSI's director and 
executive oficers named in the Summary Compensation Table, and by all directors and executive officers as a group, as of 
January 31, 2006. PSI's director and named executive officers did not beneficially own any shares of PSI cumulative preferred stock 
as of January 3 1, 2006. 

Amount and Nature of 
Name of Beneficial Owner Beneficial Ownership(1) Percent of Class 

Michael G. Browning I: 

Michael J. Cyrus I: 

Lynn J. Good 1 1,585 shares Q 

Marc E. Manly 132,639 shares :I: 

Kay E. Pashos 25,232 shares Q 

James E. Rogers 1,802,985 shares I: 

James L. Turner 179,441 share .I: 

2,796,371 shares 1.40% 



All directors arid executive officers as a group 
(1 1 persons) 

Represents less than 1 %. 

(1) Includes shares that there is a right to acquire within 60 days of January 31, 2006 pursuant to the exercise of stock 
options in  the following amounts: Mr. B~owning - 13,386; Mr. Cyius - 173,099; Ms. Good - 0; Mr. Manly - 96,300; 
Ms. Pashos - 14,100; Mr. Rogers - 1,115,800; Mr. Turner - 120,826; and all directors and executive oflicers as a 
group - 1,663.5 1 1. 



The following table reflects Cinergy's equity compensation plan information as of December 3 1,2005: 

Equity Compensation Pian Information 

Number of securities 
remaining available for 

Number of securities to be Weighted-average future issuance under equity 
issued upon exercise of exercise price of compensation plans 

outstanding options, warrants outstanding options, (excluding securities 
and rights warrants and rights reflected in column (a)) 

Plan Catcgorv (a) (b) (c) 

Equity compensation plans approved by 
security holders 

Cinergy Corp. 1996 LTIP 
Cinergy Corp. Stock Option Plan 
Cinergy Cosp. Employee Stock Purchase 

and Savings Plan 
Cinergy Corp. Retirement Plan for Directors 
Cinergy Corp. Directors' Equity 

Compensation Plan 
Cinergy Corp. Directors' Deferred 

Compensation Plan 

Equity compensation plans not approved 
by security holders 

Cinergy Corp. UK Sharesave Scheme 
Cinergy Corp. 401(k) Excess Plan 

The following information describes the equity compensation plans that have not been approved by shareholders. 

Cinergy Corp. UK Sharesave Scheme 

The Cinergy Corp. UK Sharesave Scheme allows United Kingdom employees working a rninimum of 25 hours per week to purchase 
shares of common stock pursuant to a stock option feature. Under the Cinergy Corp. UK Sharesave Scheme, after-tax funds are 
withheld from a participant's compensation during a 36-month or 60-month offering period, at the election of the participants, and 
are deposited in an account. At the end of the offesing period, participants may apply amounts deposited in the account toward the 
purchase of shares of common stock. The purchase price cannot be less than 80 percent of the average market price at date of grant or ' 

shortly prior to the grant. Any funds not applied toward the purchase of shares are returned to the participant. No individuals 
currently participate in the UK Sharesave Scheme and Cinergy has no current intention to permit future participation in this scheme. 

Cinergy Corp. 401(k) Excess Plan 

The Cinergy Corp. 401(k) Excess Plan is a non-qualified deferred compensation plan for a select group of Cinergy management and 
other highly compensated employees. It is a means by which these employees can defer additional compensation, and receive 
additional company matching contributions, when they have already contributed the maximum amount (pursuant to the 
anti-discrimination rules for highly cornpensated employees) under the 401(k) Plan. Cinergy can also make non-elective 
contributions to this plan. All funds deferred are held in a rabbi trust adrninistered by an independent trustee. 





ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS 

Certain Relationships and Related Transactions 

Mr. Ben~jamin C. Rogers, age 34, is the son of our Chairman and Chief Executive Officer arid an employee of Cinergy Services, Inc., a 
subsidiary 01' Cinergy. For 2005, Mr. Benjamin Rogers received an aggregate of' approximately $181,842 in base salary and bonus. 

Mr. Schiff serves as an executive office1 of certain entities from which Cinergy 01 its affiliates purchase, at competitive rates, certain 
bond andlor insurance coverage in connection with the Company's or its affiliates' ordinary business needs. In 2005, entities of which 
Mr. Schiff served as an exccutive officer leceived, in the agglegate, approximately $34,407 related to these services. 

Mr. Cox serves as chief executive officer of Cox Financial Corpo~ation, a company that acts as a broker with respect to the 
Company's exccutive life insurance program. In 2005, Cox Financial Corporation received approximately $28,925 related to these 
services. 

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES 

Independent Public Accountants 

Information on fees billed by Deloitte & Touche LLP for services rendered during 2004 and 2005 follows. 

2004 Fiscal 2005 Fiscal 
Caterorv Year Ycar(1) 

Audit Services $ 3,000,075 $ 2,690,883 
Audit-Related Services 356,700 4 10,798 
Tax Services 2,069,067 471,961 
All Other Services - - 

(1) The Audit-Related Services included audits of our benefit plans and 
certain types of consultation. The Tax Services included international, 
federal and state preparations and compliance, as well as tax consultation. 
Tax compliance services accounted for approximately $320,000 of all Tax 
Services. 

The Audit Committee is ~esponsible for approving all audit and permissible non-audit services provided to Cinergy by its 
independent auditors. Pursuant to this responsibility, the Audit Committee adopted the Auditor Independence Pre-Approval Policy 
which provides that the Audit Committee will annually establish detailed services arid related fee levels that may be provided by the 
independent auditors. Under the Policy, detailed audit services, audit-related services and tax services have been specifically 
pre-approved up to certain fee limits. In the event that the cost of any of these services may exceed the pre-approved limits, the 
Audit Committee rnust pre-approve the service. All other services that are not prohibited pursuant to the SEC's or other applicable 
regulatory bodies' rules or regulations must be specifically pre-approved by the Audit Committee. Any request for services that 
requires Audit Committee pre-approval will be submitted to the Audit Committee by the Chief Financial Officer or Controller and a 
representative of Cinergy's Legal Department. The request must include a joint statement, in writing, (a) describing (i) the scope of 
the service, the fee structure for the engagement, and any side letter or other amendment to the engagement letter, or any other 
agrekment (whether oral, written, or otherwise) between the independent auditor and the Company, relating to the service; and (ii) ally 
compensation arrangement or other agreement, such as a referral agreement, a referral fee or fee-sharing arrangement, between the 
independent auditor (or an affiliate of the independent auditor) and any person (other than the Company) with respect to the 



promoting, marketing, or recommending of a transaction covered by the service; and (b) discussing the potential effects of the services 
on the independence of the independent auditor. Under the Policy, the Audit Committee may delegate specific pre-approval authority 
to one or more of its members but it may not delegate its responsibiiities to PIC-approve services performed by the independent 
auditors to management. The Auditor Independence Pre-Approval Policy is available on our website at 
www.cinergy .com/governance. 



PART IV 

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES 

FINANCIAL STATEMEN'I'S AND SCHEDULES 

Refer to the page captioned "Index to Financial Statements and Financial Statement Schedules" for an index of the financial 
statements and financial statement schedules included in this report. 

EXHIBITS 

'The documents listed below are being filed or have previously been filed on behalf of Cinergy Corp., CG&E, PSI, and The Union 
Light, Heat and Power Company (ULH&P) and are incorporated herein by reference from the documents indicated and made a part 
hereof. Exhibits not identified as previously filed are filed herewith: 

Exhibit Previously Filed as 
Desi~nation Registrant(s)(l) Nature of Exhibit Exhibit to: 

Plan of 
acquisition, 

reorganization, 
arrangement, 
liquidation or 

succession 
2-a Cinergy Corp. Agreement and Plan of Merger by and among Duke Cinergy Corp. Form 8-K, 

Energy Corporation, Cinergy Corp., Deer Holding filed May 10, 2005 
Corp., Deer Acquisition Corp. and Cougar Acquisition 
Corp., dated May 8,2005 

2-b Cinergy Corp. Amendment No. 1 to the Agreement and Plan of Merger Cinergy Corp. June 30, 
2005 Form 10-Q 

2-c Cinergy Corp. Amendment No. 2 Ag~eement and Plan of Merger, dated Cinergy Corp. Form 8-K, 
October 3,2005, by and among Duke Energy filed Octobe~ 7, 2005 
Corporation, Cinergy Corp., Deer Holding Corp., Deer 
Acquisition Corp. and Cougar Acquisition Corp. 

Articles of 
Incorporation 

/By-laws 
3-a Cinergy Corp. Certificate of Incorporation of Cinergy Corp., a Delaware Cinergy Corp. March 31, 

corporation, as amended May 10, 2001. 2001, Form 10-Q 
3-b Cinergy Corp. By-Laws of Cinergy Corp., as amended on July 23, Cinergy Corp. Junc 30, 

2003. 2003, Form 10-Q 
3-c CG&E Amended Articles of Incorporation of CG&E effective CG&E September 30, 

October 23, 1996. 1996, Form 10-0 
3-d CG&E Regulations of CG&E, as amended on July 23,2003. CG&E June 30,2003, 

Form 10-Q 
3-e PSI Amended Articles of Consolidation of PSI, as amended PSI June 30,1995, 

April 20, 1995. Form 10-Q 
3-f PSI Amendment to Article D of the Amended Articles of PSI 1997 Form 10-K 

Consolidation of PSI, effective July 10, 1997. 
3-g PSI By-Laws of PSI, as amended on July 23,2003. PSI June 30,2003, 

Form 10-Q 
3-h ULH&P Restated Articles of Incorporation made effective May 7, ULH&P Form 8-K, 

1976. May 1976 
3-i ULH&P By-Laws of ULH&P, as amended on July 23,2003. 



UL,H&P June 30,2003, 
Form 10-Q 

3.q ULH&P Amendment to Restated Articles of Incorporation of TJI,II&P 1997 Form 10-K 
ULH&P (Article Third) and Amendment to the 
By-Laws of UL,H&P (Article 1). both effective 
July 24, 1997. 

Instruments 
defining the 

rights of 
holders, incl. 
Indentures 

4-a Cinergy Corp. 
PSI 

4-b Cinergy Corp. 
PSI 

Cinergy Corp. 
PSI 

4-d Cinergy Corp. 
PSI 

4--e Cinergy Corp. 
PSI 

4-f Cinergy Corp. 
PSI 

4-g Cinergy Corp. 
PSI 

4-h Cinergy Corp. 
PSI 

Original Indenture (First Mortgage Bonds) dated 
September 1, 1939, between PSI and The First National 
Bank of Chicago, as Trustee, and LaSalle National 
Bank. as Successor Trustec. 

Twenty-fifth Supplemental Indentule between PSI and 
The First National Bank of Chicago dated September 1, 
1978. 

Thirty fifth Supplemental Indenture between PSI and The 
First National Bank of Chicago dated March 30, 1984. 

Forty-second Supplemental Indenture between PSI and 
L,aSalle National Bank dated August 1, 1988. 

Forty-fourth Supplemental Indenture between PSI and 
LaSalle National Bank dated March 15, 1990. 

Forty-Tifth Supplemental Indenture between PSI and 
L,aSalle National Bank dated March 15. 1990. 

Forty-sixth Supple~nental Indenture between PSI and 
LaSalle National Bank dated June 1, 1990. 

Forty-seventh Supplemental Indentule between PSI and 
LaSalle National Bank dated July 15, 1991. 

Exhibit A-Part 3 in File 
No. 70-258 
Supplemental Indenture 
datcd March 30, 1984 

File No. 2-62543 

PSI 1 984 Form 10-K 

PSI 1988 Form 10-K 

PSI 1990 Form 10-K 

PSI 1990 Form 10-K 

PSI 1991 Form 10-K 

PSI 199 1 Form 10-K 



Cinergy Corp. 
PSI 
Cinergy Corp. 
PSI 
Cinergy Corp. 
PSI 
Cinergy Corp. 
PSI 
Cinergy Corp. 
PSI 

Cinergy Corp. 
PSI 
Cinergy Corp. 
PSI 
Cinergy Corp. 
PSI 

Cinergy Corp. 
PSI 

Cinergy Corp. 
PSI 
Cinergy Corp. 
PSI 
Cinergy Corp. 
PSI 
Cinergy Corp. 
PSI 
Cinergy Corp. 
PSI 
Cinergy Corp. 
PSI 

Cinergy Corp. 
PSI 

Cinergy Corp. 
PSI 
Cinergy Corp. 
PSI 

Cinergy Corp. 
PSI 

Cinergy Corp. 
PSI 
Cinergy Corp. 
PSI 

Cinergy Corp. 
PSI 

Cinergy Corp. 
CG&E 

Cinergy Corp. 
CG&E 
Cinergy Corp. 
CG&E 
Cinergy Corp. 
CG&E 
Cinergy Corp. 
CG&E 

Forty-eighth Supplemental Indenture between PSI and 
LaSalle National Bank dated July 15, 1992. 

Forty-ninth Supplemental Indenture between PSI and 
LaSalle National Bank dated Febr uary 15, 1993. 

Fiftieth Supplemental Indentule between PSI and LaSalle 
National Bank dated February 15, 1993. 

Fifty-first Supplemental Indenture between PSI and 
LaSallc National Bank dated February 1, 1994. 

Fifty-second Supplemental Indenture between PSI and 
LaSalle National Bank, as Trustee. dated as of April 30, 
1999. 

Fifty-third Supplemental Indenture betwecn PSI and 
LaSalle National Bank dated June 15, 2001. 

Fifty-fifth Supplemental Indenture between PSI and 
LaSalle National Bank dated February 15,2003. 

Indenture (Secured Medium-term Notes, Series A), dated 
July 15, 1991, between PSI and LaSalle National Bank, 
as Trustee. 

Indenture (Secured Medium-term Notes, Series B), dated 
July 15, 1992, between PSI and LaSalle National Bank, 
as Trustee. 

Loan Agreement between PSI and the City of Princeton, 
Indiana dated as of November 7, 1996. 

Loan Agreement between PSI and the City of Princeton, 
Indiana dated as of February 1, 1997. 

Indenture dated November 15, 1996, between PSI and The 
Fifth Third Bank, as Trustee. 

First Supplemental Indenture dated November 15, 1996, 
between PSI and The Fifth Third Bank, as Trustee. 

Third Supplemental Indenture dated as of March 15, 1998, 
between PSI and The Fifth Third Bank, as Trustee. 

Fourth Supplemental Indenture dated as of August 5, 
1998, between PSI and The Fifth Third Bank, as 
Trustee. 

Fifth Supplemental Indenture dated as of December 15, 
1998, between PSI and The Fifth Third Bank, as 
Trustee. 

Sixth Supplemental Indenture dated as of April 30, 1999, 
between PSI and The Fifth Third Bank, as Trustee. 

Seventh Supplemental Indenture dated as of Octobe~ 20, 
1999, between PSI and The Fifth Third Bank, as 
Trustee. 

Eighth Supplemental Indenture dated as of September 23, 
2003, between PSI and The Fifth Third Bank, as 
Trustee. 

Unsecured Pr ornissory Note dated October 14, 1998, 
between PSI and the Rural Utilities Service. 

Loan Agreement between PSI and the Indiana 
Development Finance Authority dated as of July 15, 
1998. 

Loan Agreement between PSI and the Indiana 
Development Finance Authority dated as of May 1, 
2000. 

Original Indenture (First Mortgage Bonds) between 
CG&E and The Bank of New York (as Trustee) dated 
as of August 1, 1936. 

Fourteenth Supplemental Indenture between CG&E and 
The Bank of New York dated as of November 2, 1972. 

Thirty--third Supplemental Indenture between CG&E and 
The Bank of New York dated as of September 1, 1992. 

Thirty-fourth Supplemental Indenture between CG&E 
and The Bank of New York dated as of October 1, 1993. 

Thirty-fifth Supplemental Indenture between CG&E and 
The Bank of New York dated as of January 1, 1994. 

PSI 1992 Form 10-K 

PSI 1992 Form 10-K 

PSI 1992 Form 10-K 

PSI 1993 Form 10-K 

PSI March 3 1, 1999, 
Form 10-Q 

PSI June 30,2001, 
Form 10-Q 

PSI September 30, 2003, 
Form 10-(1 

PSI Form 10-WA, 
Amendment No. 2, dated 
July 15, 1993 

PSI Form 10-KIA, 
Amendment No. 2, dated 
July 15, 1993 

PSI September 30, 1996, 
Form 10-Q 

PSI 1996 Form 10-K 

PSI 1996 Form 10-K 

PSI 1996 Form 10-K 

PSI 1997 Form 10-K 

PSI June 30,1998, 
Form 10-Q 

PSI 1998 Form 10-K 

PSI March 3 1, 1999, 
Form 10-Q 

PSI September 30, 1999, 
Form 10-Q 

PSI September 30, 2003, 
Form 10-(2 

PSI 1998 Form 10-K 

PSI June 30,1998, 
Form 10-Q 

PSI June 30,2000, 
Form 10-Q 

CG&E Registration 
Statement No. 2-2374 

CG&E Registration 
Statement No. 2-60961 

CG&E Registration 
Statement No. 33--53578 

CG&E September 30, 
1993, Form 10-(1 

CG&E Registration 
Statement No. 33-52335 



Cinergy Corp. 
CG&E 

4-kk Cinergy Corp. 
CG&E 

4-11 Cinergy Corp. 
CG&E 

4-mm Cinergy Corp. 
CG&E 

4-nn Cinergy Corp. 
CG&E 

4-00 Cinergy Corp. 
CG&E 

4-PP Cinergy Corp. 
CG&E 

4-(19 Cinergy Corp. 
CG&E 

Thirty-sixth Supplemental Indenture between CG&E and 
The Bank of New York dated as of February 15, 1994. 

Thirty-seventh Supplemental Indenture between CG&E 
and The Bank of New York dated as of October 14, 
1996. 

Thirty-eighth Supplemental Indenture bctwecn CG&E 
and The Bank of New York dated as of February 1, 
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adopted and effective Decembe~ 14. 2005. filed December 20, 2005 

10-PPPP Cinergy Corp. Amendment to Cinergy Corp. Excess Pension Plan, Cinergy Corp. Form 8-K, 
adopted and effective December 14,2005. filed December 20, 2005 

lo-qqqq Cinergy Corp. Amendment to Cinergy Corp. Supplemental Executive Cinergy Corp. Form 8-K, I 
Retirement Plan, adopted and effective December 14, filed Decembe~ 20, 2005 I 

2005. 
10-rrrr Cinergy Corp. Amendment to Cinergy Corp. Supplemental Executive Cinergy Corp. Form 8-K, 

Retirement Plan, adopted and effective December 14, filed December 20,2005 
2005. 

1 0-ssss Cinergy Corp. Form of amendment to employment agreement, adopted Cinergy Corp. Form 8-K, 
and effective December 14,2005, between Services and filed rlecember 20,2005 
each of Michael J. Cy~us  and James L. Turner. 

10-tttt PSI Underwriting Agreement in connection with PSI issuance PSI Form 8-K, filed 
and sale oS $350,000,000 aggregate principal amount of October 25,2005 

I 

its 6.12% Debentures due 2035. 
1 0-uuuu4: Cinergy Corp. Form of Accelerated Payment Agreement 

Subsidiaries of 
the registrant 

2 1 Cinergy Corp. Subsidiaries of Cinergy Corp., CG&E, and PSI 
CG&E 
PSI 

Consent of 
experts and 

counsel 
23 Cinergy Corp. Independent Auditors' Consent 

CG&E 
PSI 
ULH&P 

Power of 
attorney 

24 Cinergy Corp. Power of Attorney 
CG&E 
PSI 
ULH&P 

Certifications 
3 1-a Cinergy Corp. Certification by James E. Rogers pursuant to 

CG&E Rule 13a-14(a)/15d-l4(a) of the Exchange Act, as 
PSI adopted pursuant to Section 302 of the Sarbanes-Oxley 
ULH&P Act of 2002. 

3 1 4  Cinergy Corp. Certification by Lynn J. Good pursuant to 
CG&E Rule 13a-l4(a)/15d-l4(a) of the Exchange Act, as 
PSI adopted pursuant to Section 302 of the Sarbanes -Oxley 
ULH&P Act of 2002. 

32-a Cinergy Corp. Certification by James E. Rogers pursuant to 18 U.S.C. 
CG&E Section 1350, as adopted pursuant to Section 906 of the 
PSI Sarbanes-Oxley Act of 2002. 
ULH&P 

32-b Cinergy Corp. Certification by Lynn J. Good pursuant to 18 U.S.C. 
CG&E Section 1350, as adopted ptlrsuant to Section 906 of the 
PSI Sarbanes-Oxley Act of 2002. 
ULH&P 

(1) Regulation S-K 229.10(d) requires Registrants to identify the physical location, by SEC file number reference, of all documents 
that are incorporated by reference and have been on file with the SEC for more than five years. The SEC file number refererices 
for Cinergy arid its subsidiaries. which are registrants are provided below: I 

I 



CG&E in file number 1-1232 

PSI in file number 1-3543 

UL,H&P in file number 2-7793 

Denotes a management contract or compensatory plan or arrangement. 

Each registrant hereby undertakes to furnish to the SEC upon request a copy of any long-term debt instrument not previously 
listed. 



FINANCIAL STATEMENT SCHEDULES 

SCHEDULE I1 - VALUATION AND QUALIFYING ACCOUNTS 

FOR THE THREE YEARS ENDED DECEMBER 31,2005 

(ill ~IIOLISLIIIC/S) 

Col. A Col. R Col. C Col. D Col. E 
Additions Deductions 

For Purposes 
Balance at Charged for Which Balance at 
Beginning Charged to to Other Reserves Close of 

I)escription of Period Expenses Accounts Were Created Other Period 

Cinergy Corp. and subsidiaries 

Accumulated Provisions 
Deducted from Applicable Assets 

Allowance for Doubtful Accounts 

2003 $ 16,368 $ 3,256 $ 302 $ 12,042 $ - $ 7,884 

CG&E and subsidiaries 

Accumulated Provisions 
Deducted from Applicable Assets 

Allowance for Doubtful Accounts 

PSI 

Accumulated Provisions 
Deducted from Applicable Assets 

Allowance for Doubtful Accounts 

~ccumulated Provisions 
Deducted from Applicable Assets 

Allowance for Doubtful Account 



( I )  The beginning balance for 2005 is not equal to the ending balance Tor 2004 due to the 200.5 reclassification of the provision 
related to discontinued operations. See Note 16 in "Item 8. Notes to Financial Staternenls - Discontinued Operations." 



Pursuant to the requirel~ients of Section 13 or 15(d) of the Securities Exchange Act of 1934. Cinergy Corp., The Cincinnati Gas & 
Electric Company, PSI Energy. Inc., and The Union Light. Heat and Power Conipany each has duly caused this report to be signed on 
its behalf by the undersigned, thereunto duly authorized. 

CINERGY CORP. 
THE CINCINNATI GAS & ELECTRIC COMPANY 

PSI ENERGY, INC. 
THE UNION LIGHT. HEAT AND POWER COMPANY 

Registrants 

Date: February 28, 2006 

BY IS/ James E. Rogers 
James E. Rogers 

Chief Executive Officer 



Pursuant to the requirements of the Exchange Act. this report has been signed by the following persons on behalf of the indicated 
registrants and in the capacities and on the dates indicated: 

Signature Titlc Date 

Cinergy Corp. 
Michael G. Browning:': 
Phillip R. Cox'i' 
George C. J~ilfs '~'  
Thomas E. Petry:" 

Director 
Director 
Director 
Director 

February 28, 2006 
February 28. 2006 
February 28. 2006 
February 28, 2006 

IS/ James E. Rogers 
James E. Rogers Director and Chief Executive Officer (principal executive olficcr) February 28,2006 

Mary L,. Schapiro"' 
John J. Schiff. Jr.:': 
Philip R. Sharp'" 
Dudley S. Tart"' 

Director 
Director 
Director 
Director 

February 28, 2006 
February 28, 2006 
February 28, 2006 
February 28, 2006 

IS/ Lynn J. Good 
L,ynn J. Good Chief Financial Officer (principal financial oflicer) February 28, 2006 

IS/ David L. Woznv 
David L. Wozny Vice President and Controller (principal accounting officer) February 28,2006 

CG&E 
Gregory C. Ficke'" Director February 28,2006 

IS/ James E. Rogers 
James E. Rogers Director and Chief Executive Officer (principal executive officer) February 28,2006 

James L. Turner:': Director February 28, 2006 

IS/ Lynn J. Good 
Lynn J. Good Chief Financial Officer (principal financial officer) February 28, 2006 

IS/ David L. Woznv 
David L. Wozny Vice President and Controller (principal accounting officer) February 28, 2006 

PSI 
Michael G. Browning:': 
Kay E. Pashas:': 

Director 
Director 

February 28, 2006 
February 28.2006 

IS/ Jamcs E. Rogers 
James E. Rogers Director and Chief Executive Officer (principal executive officer) February 28, 2006 

IS/ Lynn J. Good 
L,ynn J. Good Chief Financial Officer (principal financial officer) February 28. 2006 

IS/ David L. Woznv 
David L.. Wozny Vice President and Controller (principal accounting officer) February 28, 2006 

Gregory C. Ficke:': Director February 28, 2006 

IS/ James E. Rogers 
James E. Rogers Director and Chief Executive Officer (principal executive officer) February 28, 2006 

James L. Turner''' Director February 28, 2006 



1st Lynn J. Good 
Lynn J. Good Chief Financial Officer (principal financial officer) February 28,2006 

Is/ David L. Woznv 
David L Wozny Vice President and Controller (principal accounting officer) February 28,2006 , 



:I: The undersigned, by signing his or hcr name hereto. does hereby execute this Form 10-K on behalf of the officcrs and directors ot 
the registrant previously indicated by asterisks, pursuant to powers of attorney duly executed by such officcrs and directors and 
incorporated by reference as an exhibit to this Form 10-K. 

IS/ James E. Rogers 
James E. Rogers 
At tor i~e~l - I i~- -F~~ct  
February 28,2006 

IS/ Lvnn J. Good 
L,ynn J. Good 
Attonley-lit-Fact 
February 28,2006 



Exhibit 10-dddd 

EMPLOYMENT AGREEMENT 

This EMPLOYMENT AGREEMENT is made and entered into as of the 1" day of May, 2003 (the "Effective Datc"), by and 
between Cine~gy and Lynn J. Good (the "Executive"). This Agreement replaces and supersedes any and all prior employment 
agreements between Cinergy and the Executive. Thc capitalized words and terms used th~oughout this Agreement are defined in 
Section 1 1.  

Recitals 

A The Executive is currently serving as Vice President, Financial Pro-ject Strategy & Ove~sight. Cinergy desi~es to 
secure the continued employment of the Executive in accordance with this Agreement. 

B. The Executive is willing to continue to remain in the employ of Cinergy on the terms and conditions set forth in this 
Agreement. 

C. The parties intend that this Agreement will replace and supersede any and all prior employment agreements 
between Cinergy (or any component company or business unit of Cinergy) and the Executive. 

In consideration of the mut"ua1 promises, covenants and agreements set forth below, the parties agree as follows: 

1. Em~lovment and Term. 

a. Cinergy agrees to employ the Executive, and the Executive agrees to remain in the employ of Cinergy, in 
accordance with the tenns and provisions of this Agreement, for the Employment Period set forth in Section lb. 
The parties agree that the Company will be responsible for c a ~ ~ y i n g  out all of the promises, covenants, and 
agreements of Cinergy set forth in this Agreement. 

b. The Employment Period of this Agreement will commence as of the Effective Date and continue until December 
31,2004; provided that, commencing on December 31,2003, and on each subsequent December 31, the 
Employment Period will be extended for one (1) additional year unless either party gives the other party written 
notice not to extend this Agreement at least ninety (90) days before the extension would otherwise become eflective. 



Duties and Powers of Executive. 

a. Position. The Executive will serve Cinergy as Vice President, Financial Project Strategy & Oversight, or such other 
position (including Vice President, Controller) as Cincrgy may determine from time to time, and she will have such 
responsibilities, duties, and authority as are customary for someone of that position and such additional duties, 
consistent with her position, as may bc assigned to he1 from time to time during the Employment Period by the 
Board of Directors, the Chief Executive Officer, 01 the senior executive oificer to whom she directly reports. 
Executive shall devote substantially all of Executive's business time, efforts and attention to the pcriormancc of 
Executive's duties under t h i ~  Agreement; provided, however, that this requirement shall not preclude Executive 
from reasonable participation in civic. charitable or professional activities or the management of Executive's passive 
investments, so long as such activities do not materially interfere with the perior~nance of Executive's duties under 
this Agreement. 

b. Place of Performance. In connection with the Executive's employment, the Executive will be based at the principal 
executive offices of Cinergy, 221 East Fourth Street, Cincinnati, Ohio. Except for required business travel to an 
extent substantially consistent with the present business travel obligations of Cinergy executives who have positions 
of authority comparable to that of the Executive, the Executive will not be required to relocate to a new principal 
place of business that is more than thirty (30) miles from such location 

3. Comnensation. The Executive will receive the following compensation for her services under this Agreement. 

a. Salary. The Executive's Annual Base Salary, payable in  pro-rata installments not less often than semi-monthly, 
will be at the annual rate of- not less than $270,000. Any increase in the Annual Base Salary will not serve to limit 
or reduce any other obligation of Cinergy under this Agreement. The Annual Base Salary will not be reduced 
except for across-the-board salary reductions similarly affecting all Cinergy management personnel. If Annual 
Base Salary is increased or reduced during the Employment Period, then such adjusted salary will thereafter be the 
Annual Base Salary for all purposes under this Agreement. 

b. Retirement. Incentive. Welfare Benefit Plans and Other Benefits. 

(i) During the E~nployment Period, the Executive will be eligible, and Cinergy will take all 
necessary action to cause the Executive to become eligible, to participate in short-term and 
long-term incentive, stock option, restricted stock, performance unit, savings, retirement 
and welfare plans, practices, policies and programs applicable generally to other senior 
executives of Cinergy at her level in the organization, except with respect 



to any plan, practice, policy or program to which the Executive has waived her rights in 
writing. The Executive will be a participant in the Senior Executive Supplement portion of 
the Cinergy Corp. Supplemental Executive Retirement Plan. The Executive acknowledges 
and agrees (hat, except in the event oI a Change in Control. she will not be entitled to 
receive her benefits (if any) in the fo~m of a lump sum payment under the Cinergy Corp 
Supplemental Executive Retirement Plan andlor the Cinergy Corp. Excess Pension Plan. 

(ii) Upon her retirement on or after having attained age 50, the Executive will be eligible for 
comprehensive medical and dental benefits which are not materially different from the 
benefits provided to retirees under the Cinergy Corp. Welfare Benefits Program or any 
similar program or successor to that program. For purposes of determining the amount of 
the monthly premiums due from the Executive, the Executive will receive from Cinergy the 
maximum subsidy available as of the date of her retirement to an active Cinergy employee 
with the same medical benefits classification/eligibility as the Executive's medical benefits 
classification/eligibility on the date of her retirement. 

(iii) The Executive will be a participant in the Annual Incentive Plan arid will be paid pursuant 
to the terms and conditions of that plan, subject to the following: (1) The maximum annual 
bonus shall be not less than seventy percent (70%) of the Executive's Annual Base Salary 
(the "Maximum Annual Bonus"); and (2) The target annual bonus shall be not less than 
forty percent (40%) of the Executive's Annual Base Salary (the "Target Annual Bonus"). 

(iv) The Executive will be a participant in the Long-Term Incentive Plan (the "LTIP), and the 
Executive's annualized target award opportunity under the LTIP will be equal to no less 
than seventy-five percent (75%) of her Annual Base Salary (the "Target LTIP Bonus"). 

(v) For purposes of Sections 3b(iii) and 3b(iv), the Executive's Arinual Base Salary for any 
calendar year shall be increased by the amount of any Nonelective Employer Contributions 
made on behalf of the Executive during such calendar year under the 401(k) Excess Plan. 

(vi) Cinergy will recommend to the compensation committee of the Board (the "Committee") 
that, no later than the first Committee meeting following the Effective Date, the Executive 
be granted the number of restricted shares of Cinergy Corp. Common Stock, par value of 
$0.01 per share ("Common Stock") that has an aggregate value of $150,000 as of the date 
of grant, which number of shares shall be deternlined as if such shares were fully vested and 
not subject to any restrictions (the "Restricted Shares"). Except 



as otherwise provided in the applicable Stock Related Documents and this Agreement, the 
Restricted Shares will be substantially nonvested (within the meaning of Section 83 of the 
Code) until the third anniversary ot the date of grant, subject to the Executive's continued 
employment with Cinergy until that time. Notwithstanding the foregoing and Section Sd, 
upon the occurrence of a Change in Control, any Restricted Shares then held by the 
Executive shall, to the extent not otherwise provided in the applicable Stock Related 
Documents, become immediately vested. The Restricted Shares will be subject to the terms, 
definitions and provisions of the applicable Stoclc Related Documents. 

c .  Fringe Benefits and Perquisites. During the Employment Period, the Executive will be entitled to the following 
additional fringe benefits in accordance with the terms and conditions of Cinergy's policies and practices for such 
fringe benefits: 

(i) Cinergy will furnish to the Executive an automobile cash allowance at least comparable to 
that received by other Cinergy executives at her level in the organization. 

(ii) Cinergy will pay the initiation fee and the annual dues, assessments. and other membership 
charges of the Executive for membership in a country club selected by the Executive. 

(iii) Cinergy will provide paid vacation for four (4) weeks per year (or such longer period for 
which Executive is otherwise eligible under Cinergy's policy). 

(iv) Cinergy will furnish to the Executive annual financial planning and tax preparation 
services, provided, however, that the cost to Cinergy of such services shall not exceed 
$15.000 during any thirty-six (36) consecutive month period. Notwithstanding the 
preceding sentence, any payment to the Executive pursuant to this Section 3c(iv) will be 
grossed-up to cover all applicable federal, state and local income and employment taxes, 
calculated after assuming that the Executive pays such taxes for the year in which the 
payment occurs at the highest marginal tax rate applicable. 

(v) Cinergy will provide other fringe benefits in accordance with Cinergy plans, practices, 
programs, and policies in effect from time to time, commensurate with her position and at 
least comparable to those received by other Cinergy executives at her level in the 
organization. 

d. Expenses. Cinergy agrees to reimburse the Executive for all expenses, including those for travel and entertainment, 
properly incurred by her in the performance of her duties under this Agreement in accordance with the policies 
established from time to time by the Board of Directors. 



e. Stock Options and Stock A~preciation Riahts. Notwithstanding Section 5d, upon the occurrence of a Change in 
Control, any stock options or stock appreciation rights then held by the Executive pursuant to the LTlP or Cinergy Corp. 
Stock Option Plan shall, to the extent not otherwise provided in the applicable Stock Related Documents, become , 
immediately exercisable. If the Executive terrniriates employment for any reason during the twenty-four (24) month 
period cornrriencing uporl the occurrence of a Change in Control, notwithstanding Section 5d, any stock options or stock 
appreciation rights then held by the Executive pursuant to the LTlP or Cinergy Corp. Stock Option Plan shall, to the extent 
not otherwise provided in the applicable Stock Related Documents, remairi exercisable in accordance with their terms but 
in no event for a period less than the lesser of (i) three months following such termination of employment or (ii) the 
remaining terrri of such stock option or stock appreciation right (which remaining terrrl shall be determined without regard 
to such termination of employment). 

4. Termination of Emnlovment. 

a. Death. The Executive's employment will terminate automatically upon the Executive's death during the 
Employment Period. 

b. By Cinercv for Cause. Cinergy may terminate the Executive's employmcnt during the Employment Period for 
Cause. For purposes of this Ernployment Agreement, "Cause" means the following: 

(i) The willful and cor~tinued failu~e by the Executive to substantially perform the Executive's 
duties with Cinergy (other than any such failure resulting from the Executive's incapacity 
due to physical or mental illness) that, if curable, has not been cured within 30 days after 
the Board of Directors or the Chief Executive Officer has delivered to the Executive a 
written demand for substantial performance, which demand specifically identifies the 
manner in  which the Executive has not substantially performed her duties. This event will 
constitute Cause even if the Executive issues a Notice of Termination for Good Reason 
pursuant to Section 4d after the Board of Directors or Chief Executive Officer delivers a 
written demand for substantial perfotmance. 

(ii) The breach by the Executive of the confidentiality provisions set fbrth in Section 9. 

(iii) The conviction of the Executive for the comn~ission of a felony, including the entry of a 
guilty or nolo contendere plea, or any willful or grossly negligent action or inaction by the 
Executive that has a materially adverse effect on Cinergy. For purposes of this definition of 
Cause, no act, or failure to act, on the Executive's part will be deemed "willful" unless it is 



done, or omitted to be done, by the Executive in bad faith and without reasonable belief that 
thc Executive's act, or failure to act, was in  the best interest of Cinergy. 

c. Bv Cincr~v  Without Cause. Cinergy may, upon at least 30 days advance written notice to thc Executive, te~minate 
the Exccutive's cmploymcnt during the Employment Period for a reason other than Causc, but the obligations 
placed upon Cinergy in Section 5 will apply. 

d. Bv the Executive for Good Reason. The Executive may terminate her employment during the Employment Period 
for Good Reason. For purposes of this Agreement, "Good Reason" means the following: 

(i) (1) A reduction in thc Executive's Annual Base Salary, except for across-the-board salary 
reductions similarly affecting all Cinergy management personnel, or (2) a reduction in any 
other benefit or payment described in  Section 3 oi this Agreement, except for changes to 
the employee benefits programs generally affecting Cinergy management personnel, 
provided that those changes, in the aggregate, will not result in  a material adverse change 
with respect to the benefits to which the Executive was entitled as of the Effective Date. 

(ii) (1) The material reduction without her consent of the Executive's title, authority, duties, or 
responsibilities from those in cffect immediately prior to the reduction, or (2) a material 
adverse change in the Executive's reporting responsibilities. 

(iii) Any breach by Cinergy of any other material provision of this Agreement (including but not 
limited to the place of performance as specified in Section 2b). 

(iv) The Exccutive's disability due to physical or mental illness or injury that precludes the 
Executive from performing any job for which she is qualified and able to perform based 
upon her education, training or experience. 

(v) A failure by the Company to require any silccessor entity to the Company specifically to 
assume in  writing all of the Company's obligations to the Executive under this Agreement. 

For purposes of determining whether Good Reason exists with respect to a Qualifying Termination occurring on or within 24 
months following a Change in Control, any claim by the Exccutive that Good Reason exists shall be presumed to be correct unless thc 
Company establishes to the Board by clear and convincing evidence that Good Reason does not exist. 



e. Bv the Executive Without Good Reason. The Executive may terminate her employment without Good Reason 
upon prior written notice to the Company. 

f. Notice of 'Termination. Any termination of the Executive's elnploy~nent by Cinergy or by the Executive during th! 
Employment Period (other than a termination due to the Executive's death) will be communicated by a written 
Notice of Termination to the other party to this Agreement in accordance with Section 12b. For purposes of'this 
Agreement, a "Notice of Termination" means a written notice that specifies the particular provision of this 
Agreement relied upon and that sets forth in reasonable detail the facts and circumstances claimed to provide a basis 
for terminating the Executive's employment under the specified provision. The failure by thc Executive or Cinergy 
to set forth in the Notice of Termination any fact or circumstance that contributes to a showing of'Good Reason or 
Cause will not waive any right of the Executive or Cinergy under this Agreement or preclude the Executive or 
Cinergy from asserting that fact or circumstance in enforcing rights under this Agreement. 

8. Sale of Corn~arlv Stock. The Executive acknowledges and agrees that she shall not sell or otherwise dispose of 
any shares of Company stock acquired pursuant to the exercise of a stock option, other than shares sold in order to pay 
an option exercise price or the related tax withholding obligatiori, until 90 days after the Date of Termination. 
Notwithstanding the foregoing, Cinergy, in its sole discretion, may waive the restrictions contained in the previous 
sentence. 

5. Obligations of Cinergv U ~ o n  Termination. 

a. Certain Terminations. 

(i) If a Qualifying Termination occurs during the Employment Period, Cinergy will pay to the Executive a 
lump sum amount, in cash, equal to the sum of the following Accrued Obligations: 

(1) the pro-rated portion of the Executive's Annual Base Salary payable through the Date of 
Termination, to the extent not previously paid. 

(2) any amount payable to the Executive under the Annual Incentive Plan in respect of the most 
recently completed fiscal year, to the extent not theretofore paid. 

(3) an amount equal to the AIP Benefit for the fiscal year that includes the Date of Termination 
multiplied by a fraction, the numerator of which is the number of days from the beginning of that 
fiscal year to and including the Date of Termination and the denominator of which is three 
hundred arid sixty-five (365). The AIP Benefit component of the calculation will be equal to the 
annual bonus that 



would have been earned by the Executive pursuant to any annual bonus or incentive plan 
maintained by Cinergy i n  respect of the iiscal year in which occurs the Date of Termination, 
determined by projecting Cinergy's performance and other applicable goals and objectives for the 
entire fiscal year based on Cinergy's pcrformancc during the period of such fiscal year occu~l-ing 
prior to the Date ol Termination, and based on such other assumptions and rates as Cinergy deems 
reasonable. 

(4) the Accrued Obligations described i n  this Section Sa(i) will be paid within thirty 
(30) days after the Date of Te~mination. These Accrued Obligations are payable to 
the Executive regardless of whether a Change in Control has occulred. 

(ii) In the event of a Qualifying Termination eithcl prior to the occurrence of a Change in 
Control. or more than twenty-four (24) months following the occurrence of a Change in 
Control, Cinergy will pay the Accrued Obligations. and Cinergy will have the following 
additional obligations described in this Section Sa(ii); provided. however, that each of the 
benefits described below in this Section Sa(ii) shall only bc provided to the Executive if, 
upon presentation to the Executive following a Qualifying Termination, the Executive 
timely executes and docs not timely revoke the Waiver anci Release. 

( I )  Cinergy will pay to the Executive a lump sum amount, in cash, equal to two (2) 
times the sum ol the Annual Base Salary and the Annual Bonus. For this purpose, 
the Annual Base Salary will be at the rate in effect at the time Notice of 
Termination is given (without giving effect to any reduction in Annual Base Salary. 
if any. prior to the termination, other than across-the-board reductions), and shall 
include the amount of any Nonelective Employer Contributions made on behalf of 
the Executive under the 401(k) Excess Plan during the fiscal year in which the 
Executive's Qualifying Termination occurs, and the Annual Bonus will be the 
higher of (A) the annual bonus earned by the Executive pursuant to any annual 
bonus or incentive plan maintained by Cinergy in respect of the year ending 
immediately prior to the fiscal year in which occurs the Date of Termination, and 
(B) the annual bonus that woi~ld have been earned by the Executive pursuant to any 
annual bonus or incentive plan maintained by Cinergy in respect of the fiscal year 
in which occurs the Date of Termination, calculated by projecting Cinergy's 
performance and other applicable goals and objectives for the entire fiscal year 
based on Cinergy's performance during the period of such fiscal year occurring 
prior to the Date of Termination, and based on such other assumptions and rates as 
Cinergy deems reasonable; provided. however that for purposes of 



this Section 5a(ii)(l)(B), the Annual Bonus shall not be less than the Target Annual 
Bonus, nor greater than the Maximum Annual Bonus for the year in  which thc Date 
of Termination occurs. This lump sum will be paid within thirty (30) days after the 
expiration ot the revocation period contained in the Waiver and Rclease. 

( 2 )  Subject to Clauses (A), (B) and (C) below, Cinergy will provide, until the end of 
the Employment Period, medical and dental benefits to thc Executive and/or the 
Executive's dependents at least cqual to those that would have been provided if the 
Executive's employment had not been terminated (excluding benefits to which the 
Executive has waived her rights in writing). The benefits described in the 
preceding sentence will be in accordance with the medical and welfare benefit 
plans, practices, programs, or policies of'Cinergy (the "M&W Plans") as then 
currently"in effect and applicable generally to other Cinergy senior executives and 
their Camilies. In the event that any medical or dental benefits, or payments 
pursuant to Section 5a(ii)(2)(B), are subject to Cederal, state or local income taxes, 
Cinergy shall provide the Executive with an additional payment in the amount 
necessary such that after payment by the Executive of all such taxes, including the 
taxes imposed on the additional payment, the Executive retains an amount equal to 
the medical or dental benefits or payments pursuant to Section 5a(ii)(2)(B). 

(A) If, as of the Executive's Date of Termination, the Executive meets the 
eligibility requirements for Cinergy's retiree medical and welfare benefit 
plans, the provision of those retiree medical and welfare benefit plans to the 
Executive will satisfy Cinergy's obligation unde~ this Section 5a(ii)(2). 

(B) If, as of the Executive's Date of Termination, the provision to the Executive 
of the M&W Plan benefits described in this Section 5a(ii)(2) would either 
( 1 )  violate the terms of the M&W Plans (or any related insurance policies) 
or (2) violate any of the Code's nondiscrimination requirements applicable 
to the M&W Plans, then Cinergy, in its sole discretion, may elect to pay the 
Executive, in lieu of the M&W Plan benefits described under this Section 
5a(ii)(2), a lump sum cash payment equal to the total monthly premiums (or 
in the case of a self funded plan, the cost of COBRA continuation 
coverage) that would have been paid by Cinergy for the Executive under 
the M&W Plans from the Date of Termination through the end of the 
Employment Period. Nothing in this Clause will affect the 



Executive's right to elect COBRA continuation coverage under a M&W 
Plan in accordance with applicable law, and Cinergy will make the payment 
described in this Clause whether or not the Executive elects COBRA 
continuation coverage, and whether or not the Executive receives health 
coverage from another employer. 

(C) I1 the Executive becomes employed by another employer and is eligible to 
I-eceive medical or other welfare benefits under another employer-provided 
plan, any benefits provided to the Executive under the M&W Plans will be 
secondary to those provided under the other e~nployer-provided plan 
during the Executive's applicable period of eligibility. 

(3) Cinergy will pay the Executive n lump sum amount, in cash, equal to $15,000 in 
order to cover tax counseling services through an agency selected by the Executive, 
which amount will be grossed-up to cover all applicable federal, state and local 
income and employment taxes, calculated after assuming that the Executive pays 
such taxes for the year in which her Date of Termination occurs at the highest 
marginal tax rate applicable. Such payment will be transferred to the Executive 
within thirty (30) days of the expiration of the revocation period contained in the 
Waive] and Release. 

(iii) In the event of a Qualifying Termination during the twenty-four (24) month period 
beginning upon the occurrence of a Change in Control, Cinergy will pay the Accrued 
Obligations listed in  Sections Sa(i)(l) and (2), Cinergy will pay the Accrued Obligations 
listed in Section 5a(i)(3) (but only if such Qualifying Termination occurs after the calendar 
year in which occurs such Change in Control) and Cinergy will have the following 
additional obligations described in this Section Sa(iii); provided, however, that each of the 
benefits described below in this Section Sa(iii) shall only be provided to the Executive if, 
upon presentatiorl to the Executive following a Qualifying Termination, the Executive 
timely executes and does not timely revoke the Waiver and Release. 

(1) Cinergy will pay to the Executive a lump sum severance payment, in cash, equal to 
three (3) times the higher of (x) the sum of the Executive's current Annual Base 
Salary and Target Annual Bonus and (y) the sum of the Executive's Annual Base 
Salary in effect immediately prior to the Change in Control and the Change in 
Control Bonus. For purposes of the preceding sentence, the Executive's Annual 
Base Salary on any given date shall include the amount of any Nonelective 
Employer Contributions made on 



behalf of the Executive under the 401(k) Excess Plan during the fiscal year in 
which such date occurs. For purposes of this Agreement, the Change in Control 
Bonus shall mean the higher of (A) the annual bonus earned by the Executive 
pursuant to any annual bonus or incentive plan maintained by Cinergy in respect of 
the year ending immediately prior to the fiscal year in which occurs the Date of 
Termination or, if higher, immediately prior to the fiscal year in which occurs the 
Change in Control, and (B) the annual bonus that would have been earned by the 
Executive pursuant to any annual bonus or incentive plan maintained by Cinergy in 
respect of the year in which occurs the Date of Termination, calculated by 
projecting Cinergy's performance and other applicable goals and objective for the 
entire fiscal year based on Cinergy's performance during the period of such fiscal 
year occurring prior to the Date of Termination, and based on such other 
assumptions and rates as Cinergy deems reasonable, provided, however, that for 
purposes of this Section Sa(iii)(l)(B), such Change in Control Bonus shall not be 
less than the Target Annual Bonus, nor greater than the Maximum Annual Bonus. 
This lump sum will be paid within thirty (30) days of the expiration of'the 
revocation period contained in the Waiver and Release. Nothing in this Section 
Sa(iii)(l) shall preclude the Executive from receiving the amount, if any, to which 
she is entitled in accordance with the terms of the Annual Incentive Plan for the 
fiscal year that includes the Date of Termination. 

(2) Cinergy will pay to the Executive the lump sum present value of any benefits under 
the Executive Supplemental Life Program under the tetms of the applicable plan or 
program as of the Date of Termination, calculated as it the Executive was fully 
vested as of the Date of Termination The lump sum present value, assuming 
commencement at age 50  or the Executive's age as of the Date of Termination if 
later, will be detetmined using the interest Iate applicable to lump sum payments in 
the Cinergy Corp. Non-Union Employees' Pension Plan or any successor to that 
plan for the plan year that includes the Date of Termination. To the extent no such 
interest rate is provided therein, the annual interest rate applicable under Section 
417(e)(3) of the Code, or any successor provision thereto, for the second full 
calendar month p~eceding the fitst day of the calendar year that includes the Date of 
Termination will be used. This lump sum will be paid within thirty (30) days of the 
expiration of the revocation period contained in the Waiver and Release. 

(3) The Executive shall be fully vested in her accrued benefits as of the Date of 
Termination under the Executive Retirement Plans, and her 



aggregate accrued benefits thereunder will be calculated, and she will be treated for 
all purposes, as if she was credited with three (3) additional years of age and service 
as of the Date of Termination, provided. however, that to the extent a calculation is 
made regarding the actuarial equivalent amount of any alternate form of benefit, the 
Executive will not be credited with three additional years of age for purposes of 
such calculation. However, Cinergy will not commence payment of such benefits 
prior to the date that the Executive has attained, or is treated (after taking into 
account the preceding sentence) as if she had attained, age 50. 

(4) For a thirty-six (36) month period after the Date of Termination, Cinergy will 
arrange to provide to the Executive andlor the Executive's dependents life, 
disability, accident, and health insurance benefits substantially similar to those that 
the Executive and/or the Executive's dependents are receiving immediately prior to 
the Notice of Termination at a substantially similar cost to the Executive (without 
giving erfect to any reduction in those benefits subsequent to a Change in  Control 
that constitutes Good Reason), except for any benefits that were waived by the 
Executive in writing. If Cinergy arranges to provide the Executive and/or the 
Executive's dependents with life, disability, accident, and health insurance benefits, 
thosc benefits will be reduced to the extent comparable benefits are actually 
received by or made available to the Executive andlor the Executive's dependents 
during the thirty-six (36) month period following the Executive's Date of 
Termination. The Executive must report to Cinergy any such benefits that she or 
her dependents actually receives or that are made available to her or her 
dependents. In lieu of the benefits described in  the preceding sentences, Cinergy, in 
its sole discretion, may elect to pay to the Executive a lump sum cash payment 
equal to thirty-six (36) times the monthly premiums (or in the case of a self funded 
plan, the cost of COBRA continuation coverage) that would have been paid by 
Cinergy to provide thosc benefits to the Executive andlor the Executive's 
dependents. Nothing in this Section 5a(iii)(4) will affect the Executive's right to 
elect COBRA continuation coverage in accordance with applicable law, and 
Cinergy will provide the benefits or make the payment described in this Clause 
whether or not the Executive elects COBRA continuation coverage, and whether or 
not the Executive receives health coverage from another employer. In the event 
that any benefits or payments provided pursuant to this Section 5a(iii)(4) are subject 
to federal. state or local income taxes, Cinergy shall provide the Executive with an 
additional payment in the amount necessary such that after payment by the 
Executive of 



all such taxcs, including taxes imposed on the additional payment, the Executive 
retains an amount equal to the benefit or payments provided in this Section 
5a(iii)(4). 

(5) In lieu of any and all other rights with respect to the automobile assigned by 
Cinergy to the Executive, Cinergy will provide the Executive with a lump sum 
payment in the amount 01' $35,000, which amount will be grossed-up to cover. all 
applicable federal, state and local income and employrnent taxes, calculated after 
assuming that the Executive pays such taxes lor the year in which her Date of 
'Termination occurs at the highest marginal tax rate applicable. Such payment will 
be transferred to the Executive within thirty (30) days ofthe expiration of the 
revocation period contained in the Waiver and Release. 

(6) Cinergy will pay the Executive a lump sum amount, in cash, equal to $1 5,000 in 
order to cover tax counseling services through an agency selected by the Executive, 
which amount will be grossed-up to cove1 all applicable federal, state and local 
income and employment taxes, calculated after assuming that the Executive pays 
such taxcs for the year in which her Date oi Termination occurs at the highest 
marginal tax rate applicable Such payment will be transferred to the Executive 
within thirty (30) days of the expiration of the revocation period contained in the 
Waiver and Release. 

(7) Cinergy will provide annual dues and assessments of the Executive for membership 
in a country club selected by the Executive until the end of the Employment Period. 

(8) Ciriergy will provide outplacement services suitable to the Executive's position 
until the end of the Employment Period or, if earlier, until the first acceptance by 
the Executive of an offex of employment. At the Executive's discretion, 15% of 
Annual Base Salary may be paid in lieu of outplacement services, which payment 
will be transferred to the Executive within thirty (30) days of the expiration of the 
revocatiot~ period contained in the Waiver and Release. 

For purposes of this Section 5a(iii), the Executive will be deemed to have incurred a Qualifying Termination upon a Change 
in Control if the Executive's employment is terminated prior to a Change in Control, without Cause at the direction of a Person who 
has entered into an agreement with Cinergy, the consummation of which will constitute a Change in Control, or if the Executive 
terminates her employment for Good Reason prior to a Change in Control if the circumstances or event that constitutes Good Reason 
occurs at the direction of such a Person. 



b. Termination hv Cinerov for Cause or hv the Executive Other Than for Good Reason. Subject to the provisions of 
Section 7, and notwithstanding any other provisions of this Agreement, if the Executive's employment is terminated 
for Cause during the Employment Period, or if the Executive terminates employ~nent during the Employment Period 
other than a termination for Good Reason, Cinergy will have no further obligations to the Executive under this 
Agreement other than the obligation to pay to the Executive the Accrued Obligations, plus any other earned but 
unpaid compensation, in each case to the extent not previously paid. 

c. Certain Tax Consenuences 

(i) In the event that any benefits paid or payable to the Executive or for her benefit pursuant to the terms of 
this Agreement or any other plan or arrangement in connection with, or arising out of, her employment with 
Cinergy or a change in ownership or effective control of Cinergy or of a substantial portion of its assets (a 
"Payment" or "Payments") would be subject to any Excise Tax, then the Executive will be entitled to 
receive an additional payment (a "Gross-Up Payment") in an amount such that after payment by the 
Executive of all taxes (including any interest, penalties, additional tax. or similar items imposed with 
respect thereto and the Excise Tax), including any Excise Tax imposed upon the Gross-Up Payment, the 
Executive retains an amount of the Gross-Up Payment equal to the Excise Tax imposed upon or assessable 
against the Executive due to the Payments. 

(ii) Subject to the provisions of Section 5c, all determinations required to be made under this Section 5c. 
including whether and when a Gross-Up Payment is required and the amount of such Gross-'IJp Payment 
and the assumptions to be utilized in arriving at such determination, shall be made by the Accounting Firm, 
which shall provide detailed supporting calculations both to the Company and the Executive within fifteen 
(15) business days of the receipt of notice from the Executive that there has been a Payment. or such earlier 
time as is requested by the Company. If the Accounting Firm determines that no Excise Tax is payable by 
the Executive, it shall, at the same time as it makes such determination, furnish the Executive with an 
opinion that she has substantial authority not to report any Excise Tax on her federal income tax return. All 
fees and expenses of the Accounting Firm shall be borne solely by the Company. Any Gross-Up Payment, 
as determined pursuant to this Section Sc, shall be paid by Cinergy to the Executive within five (5) days of 
the receipt of the Accounting Firm's determination. Any determination by the Accounting Firm shall be 
binding upon Cinergy and the Executive. As a result of the uncertainty in the application of Section 4999 
of the Code at the time of the initial determination by the Accounting Firm hereunder, it is possible that 
Gross-Up Payments which will not have been made by Cinergy should have been made 
("TJnderpayment"), consistent with the 



calculations required to be made hereunder. In the event of any Underpayment. the Accounting Firm shall 
determine the amount ofthe Underpayment that has occurred and any such Underpayment shall be 
promptly paid by Cinergy to or for the benefit of'the Executive, and Cinergy shall indemnify and hold 
harmless the Executive fTOr any such Underpayment, on an after-tax basis, including interest and penaltie: 
with respect thereto. In the event that the Excise Tax is subsequently determined to be less than the arnounl 
taken into account hereunder at the time of termination of the Executive's employment, the Executive shall 
repay to the Company, at the time that the amount of such reduction in Excise Tax is finally determined, 
the portion of' the Gross-Up Payment attributable to such reduction (plus that portion 01' the Gross-Up 
Payment attributable to the Excise Tax arld federal, state and local income and employn~ent tax imposed on 
the Gross-Up Payment being repaid by the Executive to the extent that such repayment results in a 
reduction in Excise Tax and/or a federal, state or local income or e~nployment tax deduction) plus interest 
on the amount of such repayment at the rate provided in Code Section 1274(b)(2)(B). 

(iii) The value of any non-cash benefits or any deferred payment or benefit paid or payable to the Executive will 
be determined in accordance with the principles of Code Sections 280G(d)(3) and (4). For purposes of 
determining the amount of the Gross-Up Payment, the Executive will be deemed to pay federal income 
taxes at the highest marginal rate of federal income taxation in the calendar year in which the Gross-Up 
Payment is to be made and applicable state and local income taxes at the highest marginal rate of taxation 
in the state and locality of the Executive's residence on the Date of Termination, net of the maximum 
reduction in f'ederal income taxes that would be obtained from deduction of those state and local taxes. 

(iv) Notwithstanding anything contained in this Agreement to the contrary, in the event that, according to the 
Accounting Firm's determination, an Excise Tax will be imposed on any Payment or Payments, Cinergy 
will pay to the applicable government taxing authorities as Excise Tax withholding, the amount of the 
Excise Tax that Cinergy has actually withheld from the Payment or Payments in accordance with law. 

d. Value Creation Plan and Stock Options. Upon the Executive's termination of' employment for any reason, the 
Executive's entitlement to restricted shares and performance shares under the Value Creation Plan and any stock 
options granted under the Cinergy Corp. Stock Option Plan, the LTIP or any other stock option plan will be 
determined under the terms of the appropriate plan and any applicable administrative guidelines and written 
agreements, provided, however, that following the occurrence of a Change in Control the terms of any such plan, 



administrative guideline or written agreement shall not be amended in  a manner that would adversely affect the 
Exccutive with respect to awards granted to the Executive prior to the Change in Control. 

e. Benelit Plans in General. Upon the Executive's termination of employment for any reason, the Executive's 
entitlements, if any, under all benefit plans of Cinergy, including but not limited to the Deferrcd Compensation Plan, 
401 (k) Excess Plan, Cincrgy Corp. Supplemental Executive Retirement Plan. Cinergy Corp. Excess Profit Sharing 
Plan and any vacation policy. shall be determined under the terms of such plans, policies and any applicable 
administrative guidelincs and written agreements. provided, however, that following the occurrence of a Change in 
Control thc terms of such plans and policies and any applicable administrative guidelines and written agreements 
shall not bc amended in a manner that would adversely affect the Executive with respect to benefits earned by the 
Executive prior to the Change in Control. 

f. Other Fees and Expenses. Cinergy will also reimburse the Executive for all reasonable legal lees and expenses 
incurred by the Executive ( i )  in successfully disputing a Qualifying Termination that entitles the Executive to 
Severance Benefits or (ii) in reasonably disputing whether or not Cinergy has terminated her employment for 
Cause. Payment will be made within five (5) business days after delivery of the Execuiive's written request for 
payment accompanied by such evidence of fees and expenses incurred as Cinergy reasonably may require. 

6. Non-Exclusivitv of Rights. Nothing in this Agreement will prevent or limit the Executive's continuing or future 
participation in any benefit, plan, program, policy, or practice provided by Cinergy and for which the Executive may qualify, 
except with respect to any bencfit to which the Executive has waived her rights in writing or any plan, program, policy, or 
practice that expressly excludes the Executive from participation. In addition, nothing in this Agreement will limit or 
otherwise affect the rights the Executive may have under any other contract or agreement with Cinergy entered into after the 
Effective Date. Amounts that are vested benefits or that the Executive is otherwise entitled to receive under any benefit, 
plan, program. policy, or practice of, or any contract or agreement entered into after the Effective Date with Cinergy, at or 
subsequent to the Date of Termination, will be payable in accordance with that benefit, plan, program, policy or practice, or 
that contract or agreement, except as explicitly modified by this Agreement. Notwithstanding the above, in the event that the 
Executive receives Severance Benefits under Section Sa(ii) or Sa(iii), (a) the Executive shall not be entitled to any benefits 
under any severance plan of Cinergy, including but not limited to the Severance Opportunity Plan for Non-TJnion Employees 
of Cinergy Corp. and (b) if the Executive receives such Severance Benefits as a result of her termination for Good Reason, as 
that term is defined in Section 4d(iv), Cinergy's obligations under Sections Sa(ii) and Sa(iii) shall be reduced by the amount 
of any benefits payable to the Executive under any short-term or long-term disability plan of Cinergy, the amount of which 
shall be determined by Cinergy in good faith. 



Full Settlement: Mitieation. Except as otherwise provided herein, Cinergy's obligation to make the payments provided for 
in  this Agreement and otherwise to perform its obligations under this Agreement will not be affected by any set-off, 
counterclaim, recoupment, defense, or other claim, right, or action that Cinergy may have against the Executive or others. In 
no event will the Executive be obligated to seek other employment or take any other action by way of mitigation of the 
amounts (including amounts for damages for breach) payable to the Executive under any of the provisions of this Agreement 
and, except as provided in Sections 5a(ii)(2) and 5a(iii)(4), those amounts will not be reduced simply because the Executive 
obtains other employment. If the Executive finally prevails on the substantial claims brought with respect to any dispute 
between Cinergy and the Executive as to the interpretation, terms, validity, or enforceability of (including any dispute about 
the amount of any payment pursuant to) this Agreement, Cinergy agrees to pay all reasonable legal fees and expenses that the 
Executive may reasonably incur as a result of that dispute. 

Arbitration. Any dispute between the parties under this Agreement, or any dispute between the parties relating to the 
breach of this Agreement, the Executive's employment with Cinergy, or the termination thereof, will be resolved (except as 
provided below) through informal arbitration by an arbitrator selected under the rules of the American Arbitration 
Association (located in Cincinnati, Ohio) and the arbitration will be conducted in that location under the rules of said 
Association, to the extent they do not conflict with this Agreement. Within 30 days of the notice of a demand for arbitration, 
both parties will exchange with one another docu~rients in their respective possession that are relevant to the dispute. There 
will be no inte~~ogatories or depositions taken in preparation for the arbitration; provided, however, that the arbitrator may 
permit limited deposition discovery in extraordinary circumstances and if necessary to avoid manifest injustice. The grieving 
party will file a written statement explaining his, her or its claim, including relevant documentation, within 45 days of the 
notice for arbitration; the opposing party will respond within 30 days thereafter; and the grieving party may reply within 15 
days of the response. After this period of limited discovery, a live hearing before the arbitrator will occur. 'The arbitrator will 
have the right only to interpret and apply the provisions of this Agreement and may not change any of its provisions. The 
determination of the arbitrator will be conclusive and binding upon the parties and judgment upon the same may be entered in 
any court having jurisdiction thereof. The arbitrator will give written notice to the parties stating his, her or its determination, 
and will furnish to each party a signed copy of such determination. Except as provided in Sections '7 and 5(f) hereof, the 
expenses of arbitration will be borne equally by the Executive and Cinergy, and each party will bear its own costs, including 
attorneys' fees; provided, however, that the arbitrator shall have the power to award such expenses and costs, including 
attorneys' fees, to the prevailing party in accordance with applicable law and to require Cinergy at the beginning of the 
proceedings to fully or partially reimburse (or provide an advance to) the Executive for expenses (but not for costs, including 
attorneys' fees) in the event the Executive can demonstrate that the amount of the expenses is an unreasonable impediment to 
adjudication of his or her claims in 



arbitration. If the arbitrator awards a monetary amount to either party in excess of $1,000,000, the party against whom the 
award was made may seek judicial resolution of the dispute under a de novo standard before any court with appropriate 
jurisdiction over the matter. Notwithstanding the foregoing, Cinergy will not be required to seek or participate in  arbitration 
regarding any breach by the Executive of his or her obligations under Section 9 hereof. but may pursue its remedies for such 
bleach in a court of competent jurisdiction in Cincinnati, Ohio. Any arbitration or action pursuant to this Section 8 will be 
governed by and construed in  accordance with the substantive laws of the State of Ohio, without giving effect to the 
principles of conflict of laws of such State. 

Confidential Information. The Executive will hold in a fiduciary capacity for the benefit of Cinergy, as well as all of 
Cinergy's successors and assigns. all secret, confidential information, knowledge, or data relating to Cinergy, and its 
affiliated businesses, that the Executive obtains during the Executive's employment by Cinergy or any of its affiliated 
companies, and that has not been or subsequently becomes public knowledge (other than by acts by the Executive or 
representatives of the Execi~tive in  violation of this Agreement). During the Employment Period and thereafter, the 
Executive will not, without Cinergy's prior written consent or as may otherwise be required by law 01 legal process, 
communicate or div~llge any such information, knowledge, or data to anyone other than Cinergy and those designated by it. 
The Executive understands that during the Employment Period, Cinergy may be required from time to time to make public 
disclosure 01 the terms or existence of the Executive's employment relationship to comply with various laws and legal 
requirements. In addition to all other remedies available to Cinergy in law and equity, this Agreement is subject to 
termination by Cinergy for Cause unde~ Section 4b in the event the Executive violates any provision of this Section. 

10. Successors. 

a. This Agreement is personal to the Executive and, without Cinergy's prior written consent, cannot be assigned by the 
Executive other than Executive's designation of a beneficiary of any amounts payable hereunder after the 
Executive's death. This Agreement will inure to the benefit of and be enforceable by the Executive's legal 
representatives. 

b. This Agreement will inure to the benefit of and be binding upon Cinergy and its successors and assigns. 

c. Cinergy will require any successor (whether direct or indirect, by purchase. merger, consolidation or otherwise) to 
all or substantially all of the business andlor assets of Cinergy to assume expressly and agree to perform this 
Agreement in the same manner and to the same extent that Cinergy would be required to perform it if no succession 
had taken place. Cinergy's failure to obtain such an assumption and agreement prior to the effective date of a 
succession will be a breach of this Agreement and will entitle the Executive to compensation from 



Cinergy in the same amount and on the same terrns as if the Executive were to terminate her employmerit for Good 
Reason upon a Change in Control, except that, for purposes of implementing the foregoing, the date on which any 
such succession becomes effective will be deemed the Date of Termination. 

I 

11. Definitions. As used in this Agreement, the following terms, when capitalized. will have the following meanings: 

a. Accountinc Firm. "Accounting Firm" means Cinergy's independent auditors. 

b. Accrued Obligations. "'Accrued Obligations" means the accrued obligations described in Section 5a(i). 

c. Agreement. "Agreement" means this Employrnent Agreement between Cinergy and the Executive. 

d. AIP Benefit. "AIP Benefit" means the Annual Incentive Plan benefit described in Section 5a(i). 

e. Annual Base Salary. "Annual Base Salary" means, except where otherwise specified herein, the annual base salary 
payable to the Executive pursuant to Section 3a. 

f. Annual Bonus. "Annual Bonus" has the meaning set forth in Section 5a(ii)(l). 

g. Annual Incentive Plan. "Annual Incentive Plan" means the Cinergy Corp. Arinual Inceritive Plan or any similar 
plan or successor to the Annual Incentive Plan. 

h. Board of Directors or Board. "Board of Directors" or "Board" means the board of directors of the Company 

1. COBRA. "COBRA" means the Consolidated Omnibus Budget Reconciliation Act of 1985, as amended. 

j . - Cause. "Cause" has the meaning set forth in Section 4b. 

k. Chance in Control. A "Change in Control" will be deemed to have o c c u ~ ~ e d  if any of the following everits occur, 
after the Effective Date: 

(i) Any Person is or becornes the beneficial owner (as defined in Rule 13d-3 under the Securities Exchange Act of 
1934, as amended ("1 934 Act"), directly or indirectly, of securities of the Conipany (not including in the securities 
beneficially owned by such Person any securities acquired 



directly from the Company or its affiliates) representing more than twenty percent (20%) of the combined voting power of the 
Company's then outstanding securities, excluding any Person who becomes such a beneficial owner in connection with a 
transaction described in Clause ( I )  of Paragraph (ii) below; or 

(ii) There is consummated a merger or consolidation of the Company or any direct or indirect subsidiary of the 
Company with any other corporation, partnership or other entity, other than (1) a merger or consolidation that would result 
in the voting securities of the Company outstanding immediately prior to that merger or consolidation continuing to 
represent (either by remaining outstanding or by being converted into voting securities of the surviving entity or its parent) 
at least sixty percent (60%) of the combined voting power of the securities of the Company or the surviving entity or its 
parent outstanding immediately after the merger or consolidation, or (2) a merger or consolidation effected to implement a 
recapitalization of the Company (or similar transaction) in which no Person is or becomes the beneficial owner, directly or 
indirectly, of securities of the Company (not including in the securities beneficially owned by such a Person any securities 
acquired directly from the Company or its affiliates other than in connection with the acquisition by the Company or its 
affiliates of a business) representing twenty percent (20°/~) or more of the combined voting power of the Company's then 
outstanding securities; or 

(iii) During any period of two (2) consecutive years, individuals who at the beginning of that period constitute the 
Board of Directors and any new director (other than a director whose initial assumption of office is in connection with an 
actual or threatened election contest, including but not limited to a consent solicitation, relating to the election of directors 
of the Company) whose appointment or election by the Company's stockholders was approved or recommended by a 
vote of at least two-thirds (213) of the directors then still in office who either were directors at the beginning of that period 
or whose appointment, election, or nomination for election was previously so approved or recommended cease for any 
reason to constitute a majority of the Board of Directors; or 

(iv) The stockholders of the Company approve a plan of complete liquidation or dissolution of the Company or 
there is consummated a sale or disposition by the Company of all or substantially all of the Company's 
assets, other than a sale or disposition by the Company of all or substantially all of the Company's assets to 
an entity, at least sixty percent (60%) of the combined voting power of the voting securities of which are 
owned by stockholders of the Company in substantially the same 



proportions as their ownership of the Company immediately prior to the sale. 

Chanee in  Control Bonus. "'Change in Control Bonus" has the meaning set forth in Section Sa(iii)(l). 

Chief Executive Officer. "Chief Executive Officer" means the individual who, at any relevant time. is then serving 
as the chief executive oflicer of the Company. 

Cinerev. "Cinergy" means the Company, its subsidiaries, andlor its affiliates, and any successors to the foregoing. 

Code. "Code" means the Internal Revenue Code of 1986, as atnended, and interpretive rules and regulations. 

Com~anr .  "Company" means Cinergy Corp. 

Date of Termination. "Date of Termination" means: 

(i) if the Executive's employment is terminated by Cinergy for Cause, or by the Executive with Good Reason, 
the date of receipt of the Notice of Termination or any later date specified in the notice, as the case may bc 

(ii) if the Executive's employment is terminated by the Executive without Good Reason, thirty (30) days after 
the date on which the Executive notifies Cinergy of the termination; 

(iii) if' the Executive's employment is terminated by Cinergy other than for Cause, thirty (30) days after the 
date on which Cinergy notifies the Executive of the te~.mination; and 

(iv) if the Executive's employment is terminated by reason of death, the date of death. 

Deferred Compensation Plan. "Deferred Compensation Plan" means the Cinergy Corp. Non-Qualified Defened 
Incentive Compensation Plan or any similar plan or successor to that plan. 

Effective Date. "Effective Date" has the meaning given to that term in the first paragraph of this Agreement. 

Emplovment Period. "Employment Period" has the meaning set forth in Section lb. 



u. Excise Tax. "Excise Tax" means any excise tax imposed by Code section 4999, together with any interest, 
penalties, additional tax or similar items that are incurred by the Executive with respect to the excise tax imposed by 
Code section 4999. 

v. Executive. "Executive" has the meaning given to that term in the First paragraph of this Agreement. 

w. Executive Retirement Plans. "Executive Retirement Plans" means the Pension Plan, the Cinergy Corp. 
Supplcmen~al Executive Retirement Plan and thc Cincrgy Corp. Excess Pension Plan or any similar plans or 
successors to those plans. 

x. Executive Sunnlemental Life Program. "Executive Supplemental Life Program" means the Cinergy Corp. 
Executive Supplemental Lire Insurance Program or any similar program or successor to the Executive Supplemental 
Life Program. 

Y. 401 (I<) Exccss Plan. "401(k) Excess Plan" means the Cinergy Corp. 401(k) Excess Plan, or any similar plan or 
successor to that plan. 

z.  Good Reason. "Good Reason" has the meaning set [orth in Section 4d. 

aa. Gross-Un Pavment. "Gross-Up Payment" has the meaning set forth in Section 5c. 

bb. Lonrr-Term Incentive Plan or LTIP. "Long-Term Incentive Plan" or "LTIP means the long-term incentive plan 
implemented under the Cinergy Corp. 1996 Long-Term Incentive Compensation Plan or any successor to that plan. 

CC. M&W Plans. "M&W Plans" has the meaning set forth in Section 5a(ii)(2). 

dd. Maximum Annual Bonus. "Maximum Annual Bonus" has the meaning set forth in Section 3b. 

ce. Nonelective Emnlover Contribution. "Nonelective Employer Contribution" has the meaning set forth in the 401(k) 
Excess Plan. 

Sf. Notice of Termination. "Notice of Termination" has the meaning set forth in Section 4f. 

gg. Pavment or Pavments. "Payment" or "Payments" has the meaning set forth in Section 5c. 

hh. Pension Plan. "Pension Plan" means the Cinergy Corp. Non-Union Employees' Pension Plan or any successor to 
that plan. 





11. Person. "Person" has the meaning set Ih th  in paragraph 3(a)(9) of the 1934 Act, as modified and used in 
subsections 13(d) and 14(d) of the 1934 Act; however, a Person will not include the following: 

( i )  Cinergy or any of its subsidiaries or affiliates; 

(ii) A trustee or other fiduciary holding securikies under an employee benefit plan of Cinergy 01 

its subsidiaries or affiliates; 

(iii) An underwrite] temporarily holding securities pursuant lo an offering of those securities; or 

(iv) A corporation owned. directly or indirectly, by the stoclcholdcrs of the Company in 
substantially the same proportions as their ownership oi stock of the Company. 

.1J . Oualifvinn Termination. "Qualifying Termination" means (i) the termination by Cincrgy of the Executive's 
employment with Cinergy during the En~ployment Period other than a termination for Cause or (ii) the termination 
by the Executive of the Executive's employment with Cinergy during the Employment Period for Good Reason. 

kk. Relocation Program. "Relocation Program" means the Cinergy Corp. Relocation Program, or any similar program 
or successor to that program, as in effect on the date of the Executive's termination of employment. 

11. Severance Benefits. "Severance Benefits" means the payments and benefits payable to the Executive pursuant to 
Section 5. 

mm. Stock Related Documents. "Stock Related Documents" m a n s  the L,TIP, the Cinergy Corp. Stock Option Plan. and 
the Value Creation Plan and any applicable administrative guidelines and written agreements relating to those plans. 

nn. Target Annual Bonus. "Target Annual Bonus" has the meaning set forth in Section 3b. 

00. Tarnet LTIP Bonus. "Target LTIP Bonus" has the meaning set forth in Section 3b. 

PP. Value Creation Plan. "Value Creation Plan" means the Value Creation Plan or any similar plan, or successor plan 
of the LTIP. 

99. Waiver and Release. "Waiver and Release" means a waiver and release, in substantially the form attached to this 
Agreement as Exhibit A. 





12. Miscellaneous. 

a. This Agreement will be governed by and construed in accordance with the laws of the State of Ohio, 
without reference to principles of conflict of laws. The captions of this Agreement are not part of its 
provisions and will have no lorce or effect. This Agreement may not be amended, modified, repealed, 
waived, extended. or discharged except by an agleelnent in writing signed by the party against whom 
enforcement of the amendment, modification, repeal, waiver, extension, or discharge is sought. Only the 
Chief Executive Officer or his designee will have authority on behalf of Cinergy to agree to amend, 
modify, repeal, waive, extend, or discharge any provision of this Agreement. 

b. All notices and other communications under this Agreement will be in writing and will bc given by hand 
delivery to the other party or by Federal Express or other comparable national or international overnight 
delivery service, addressed in the name of such party at the following addiess, whichever is applicable: 

If to the Executive: 
Cinergy Corp. 
221 East Fourth Street 
Cincinnati, Ohio 45201-0960 

If to Cinerov: 
Cinergy Corp. 
221 East Fourth Street 
Cincinnati, Ohio 45201-0960 
Attnr Chief Executive Officer 

or to such other address as either party has furnished to the other in writing in accordance with this 
Agreement. A11 notices and communications will be effective when actually received by the addressee. 

c. The invalidity or unenforceability of any provision of this Agreement will not affect the validity or 
enforceability 01 any other provision of this Agreement. 

d. Cinergy may withhold from any amounts payable under this Agreement such federal, state, or local taxes 
as are required to be withheld pursuant to any applicable law or regulation. 

e. The Executive's or Cinergy's failure to insist upon strict compliance with any provision of this Agreement 
or the failure to assert any right the Executive or Cinergy may have under this Agreement, including 
without limitation the right of the Executive to terminate employment for Good Reason pursuant to Section 
4d or the right of Cinergy to terminate the Executive's employment for Cause pursuant to Section 4b, will 
not bc deemed to be a waiver of that provision or right or any other provision or right of this Agreement. 



f. References in this Agreement to the masculine include the feminine unless the context clearly indicates otherwise. 

g. This instrument contains the entire agreement of the Executive and Cinergy with respect to the subject mattel of this 
Agreement; and subject to any agreements evidencing stock option or restricted stock grants described in Section 3b 
and the Stock Related Documents, all promises, representations, understandings, arrangements, and prior 
agreements are merged into this Agreement and accordingly superseded. 

h. This Agreement may be executed in counterparts, each of which will be deemed to be an original but all of which 
together will constitute one and the same instrument. 

I. Cinergy and the Executive agree that Cinergy Services, Inc. will be authorized to act for Cinergy with respect to all 
aspects pertaining to the administration and interpretation of this Agreemcnt. 



IN WITNESS WHEREOF, the Executive and the Company have caused this Agreement lo be executed as of the Efiectivc 

CINERGY SERVICES INC. 

By: 
Jarnes E. Rogcss 
Chairman and 
Chief Executive Officer 

EXECUTIVE 

L,ynn J. Good 



EXHIBIT A 

WAIVER AND RELEASE AGREEMENT 

THIS WAIVER AND RELEASE AGREEMENT (this "Waiver and Release") is entered into by and between Lynn J. 
Good (the "Executive") and Cinergy Corp. ("Cinergy") (collectively, the "Parties"). 

WHEREAS, the Parties have entered into the Employment Agreement dated (the "Employment 
Agreement"); 

WHEREAS, the Executive's employment has been terminated in accordance with the terms of the Employment Agreement; 

WHEREAS, the Executive is required to sign this Waiver and Release in  order to receive the payment of certain 
compensation under the Employment Agreement following termination of employment; and 

WHEREAS, Cinergy has agreed to sign this Waiver and Release. 

NOW, THEREFORE, in consideration of the promises and agreements contained herein and other good and valuable 
consideration, the sufficiency and receipt of which are hereby acknowledged, and intending to be legally bound, the Parties agree as 
follows: 

1. This Waiver and Release is effective on the date hereof and will continue in effect as provided herein. 

2. In consideration of the payments to be made and the benefits to be received by the Executive pursuant to Section 5 of the 
Employment Agreement (the "Severance Benefits"), which the Executive acknowledges are in addition to payment and 
benefits to which the Executive would be entitled to but for the Employment Agreement, the Executive, on behalf of herself, 
her heirs, representatives, agents and assigns hereby COVENANTS NOT TO SUE OR OTHERWISE VOLUNTARILY 
PARTICIPATE IN ANY LAWSUIT AGAINST, FULLY RELEASES, INDEMNIFIES, HOLDS HARMLESS, and 
OTHERWISE FOREVER DISCHARGES (i) Cinergy, (ii) its subsidiary or affiliated entities. (iii) all of their present or 
former directors, officers, employees, shareholders, and agents as well as (iv) all predecessors, successors and assigns thereof 
(the persons listed in clauses (i) through (iv) hereof shall be referred to collectively as the "Company") from any and all 
actions, charges, claims, demands, damages or liabilities of any kind or character whatsoever, known or unknown, which 
Executive now has or may have had through the effective date of this Waiver and Release. Executive acknowledges and 
understands that she is not hereby prevented from filing a charge of discrimination with the Equal Employment Opportunity 
Commission or any state-equivalent agency 01 otherwise participate in any proceedings before such Commissions. 
Executive also acknowledges and understands that in the event she does 



file such a charge. she shall be entitled to no remuneration, damages, back pay, front pay, or compensation whatsoever from 
the Company as a result of such charge. 

3. Without limiting the generality of the foregoing release, it shall include: (i) all claims or potential claims arising under any 
federal, state or local laws relating to the Parties' employment relationship, including any claims Executive may have under 
the Civil Rights Acts of 1866 and 1964, as amended, 42 U.S.C. $5  1981 and 2000(e) et seq.: the Civil Rights Act of 1991; the 
Age Discrimination in Employment Act, as amended, 29 U.S C $5 621 et seq.; the Americans with Disabilities Act of 1990, 
as amended, 42 U.S.C. $15 12.101 el seq.; the Fair Labor Standards Act. 29 1J.S.C. $$ 201 et seq.; the Worker Adjustment and 
Retraining Notilication Act. 29 U.S.C. $5 2101. et seq.; the Ohio Civil Rights Act, Chapter 41 12 et seq.; and any other 
federal, state or local law governing the Parties' employment relationship; (ii) any clailns on account of. arising out of 01 in 
any way connected with Executive's employment with the Company or leaving of that employment; (iii) any claims alleged 
or which could have been allegcd in any charge or complaint against the Company; (iv) any claims relating to the conduct of 
any employee, officer, director, agent or other rep~esentative of the Company; (v) any claims of discrimination or harassment 
on any basis; (vi) any claims arising from any legal restrictions on an employer's right to separate its employees: (vii) any 
claims for personal injury, compensatory ol punitive damages or other forms of relief; and (viii) all other causes ol action 
sounding in cont~act, tort or other common law basis, including: (a) the breach o l  any alleged oral or written contract: (b) 
negligent or intentional misrepresentations; (c) wrongful discharge; (d) just cause dismissal; (e) defamation; (1) interference 
with contract or business lelationship; or (g) negligent or intentional infliction of emotional distress 

4. The Parties acknowledge that it is their mutual and specific intent that the above waiver fully complies with the requiremcnts 
of the Older Workers Benefit Protection Act (29 1J.S.C. $ 626) and any similar law governing release of claims. 
Accordingly, Executive hereby acknowledges that: 

( 4  She has carefully read and fully understands all of the provisions of this Waiver and Release and that she has 
entered into this Waiver and Release knowingly and voluntarily after extensive negotiations and having consulted 
with her counsel; 

(b) The Severance Benefits offered in exchange for Executive's release of claims exceed in kind and scope that to 
which she would have otherwise been legally entitled; 

(c) Prior to signing this Waiver and Release, Executive had been advised in writing by this Waiver and Release as well 
as other writings to seek counsel from, and has in fact had an opportunity to consult with, an attorney of her choice 
concerning its terms and conditions; and 

(d) She has been offered at least twenty-one (21) days within which to review and consider this Waiver and Release. 



5. The Parties agree that this Waiver and Release shall not become effective and enforceable until the date this Waiver and 
Release is signed by both Parties or seven (7) calendar days afier its executiori by Executive, whichever is later. Executive 
may revoke this Waiver and Release for any reason by providing written notice of such intent to Cinergy within seven (7) 
days after she has signed this Waiver and Release, thereby forfeiting Executive's right to receive any Severance Benefits "' 

provided hereunder and rendering this Waiver and Release null and void in its entirety. 
6 .  The Executive hereby affirms and acknowledges her continued obligations to comply with the post-termination covenants 

contained in  her Employ~nent Agreement, including but not limited to, the Confidential Information provisions of Section 9 
of the Employinent Agreement. Executive acknowledges that the restrictions contained therein are valid and reasonable in 
every respect, are necessary to protect the Company's legitimate business interests and hereby affirmatively waives any 
claim or defense to the contrary. 

7. Executive specifically agrees and understands that the existence and terms of this Waiver and Release are strictly 
CONFIDENTIAL and that such confidentiality is a material term of this Waiver and Release. Accordingly, except as 
required by law 01. unless authorized to do so by Cinergy in writing, Executive agrees that she shall not communicate, 
display or otherwise ieveal any of the contents of this Waiver and Release to anyone other than her spouse, primary legal 
counsel or financial advisor, provided, however, that they are first advised of the confidential nature of this Waiver and 
Release and Exec'utive obtains their agreement to be bound by the same. Cinergy agrees that Executive may respond to 
legitimate inquiries regarding her employment with Cinergy by stating that she voluntarily resigned to pursue other 
opportunities, that the Parties terminated their relationship on an amicable basis and that the Parties have entered into a 
confidential Waiver and Release that prohibits her from further discussing the specifics of her separation. Nothing contained 
herein shall be construed to prevent Executive from discussing or otherwise advising subsequent employers of the existence 
of any obligations as set forth in  her Employment Agreement. Further, nothing contained herein shall be construed to limit or 
otherwise restrict the Company's ability to disclose the terms and conditions of this Waiver and Release as may be required 
by business necessity. 

8. In the event that Executive breaches or threatens to breach any provision of this Waiver and Release, she agrees that Cinergy 
shall be entitled to seek any and all equitable and legal relief provided by law, specifically including immediate and 
permanent injunctive relief. Executive hereby waives any claim that Cinergy has an adequate remedy at law. In addition, and 
to the extent not prohibited by law, Executive agrees that Cinergy shall be entitled to an award of all costs and attorneys' 
fees incurred by Cinergy in any successful effort to enforce the terms of this Waiver and Release. Executive agrees that the 
foregoing relief' shall not be construed to limit or otherwise restrict Cinergy's ability to pursue any other remedy provided by 
law, including the recovery of any actual, compensatory or punitive damages. Moreover, if Executive pursues any claims 
against the Company subject to the foregoing Waiver and Release, Executive agrees to 



immediately reimburse the Company for the value of all benefits received under this Waiver and Release to the fullest extent 
permitted by law. 

Cinergy hereby releases the Executive, her heirs, representatives, agents and assigns from any and all known claims, causes of 
action. grievances, damages and demands of any kind or nature based on acts or omissions committed by the Executive during 
and in the course of her employment with Cinergy provided such act or omission was com~nitted in good faith and occurred 
within the scope of her normal duties and responsibilities. 

The Parties acknowledge that this Waivcr and Release is entered into solely for the purpose of ending their employment 
relationship on an amicable basis and shall not be construed as an admission of liability or wrongdoing by either Party and 
that both Cinergy and Executive have expressly denied any such liability or wrongdoing. 

Each of the prornises and obligations shall be binding upon and shall inure to the benefit of the heirs, executors, 
ad~ninistrators, assigns and successors in interest of each of the Parties. 

The Parties agree that each and every paragraph, sentence, clause, term and provision of this Waiver and Release is severable 
and that, if any portion of this Waiver and Release should be deerneci not enforceable for any reason, such portion shall be 
stricken and the remaining portion or portions thereof should continue to be enforced to the fullest extent permitted by 
applicable law. 

This Waiver and Release shall be governed by and interpreted in accordance with the laws of the State of Ohio without regard 
to any applicable state's choice of law provisions. 

Executive represents and acknowledges that in signing this Waiver and Release she does not rely, and has not relied, upon any 
representation or statement made by Cinergy or by any of Cinergy's employees, officers, agents, stockholders, directors or 
attorneys with regard to the subject matter, basis or effect of this Waiver and Release other than those specifically contained 
herein. 

This Waiver and Release represents the entire agreement between the Parties concerning the subject matter hereof, shall 
supercede any and all prior agreements which may otherwise exist between them concerning the subject matter hereof 
(specifically excluding, however, the post-termination obligations contained in any existing Employment Agreement or other 
legally-binding document), and shall not be altered, amended, modified or otherwise changed except by a writing executed by 
both Parties. 

Cinergy Corp. and the Executive agree that Cinergy Services, Inc. will be authorized to act for Cinergy Corp. with respect to 
all aspects pertaining to the administration and interpretation of this Waiver and Release. 



PLEASE READ CAREFULLY. WITH RESPECT TO THE EXECUTIVE, THIS 

WAIVER AND RELEASE INCLUDES A COMPLETE RELEASE OF ALL KNOWN 

AND UNKNOWN CLAIMS. 

IN WITNESS WHEREOF, the Parties have themselve's signed, or caused a duly authorized agent thereof to sign, this Waiver 
and Release on their behalf and thereby acknowledge their intent to be bound by its terms and conditions. 

EXECUTIVE CINERGY SERVICES, INC. 

Signed: Is/ Lynn J. Good By: Is1 James E. Rogers 

Printed: Lynn J. Good Title: James E. Rogers 

Dated: May 1, 2003 Dated May 1,2003 



Exhibit l0~~-uuuu 

AGREEMENT 

In connection with the anticipated merger (the "Merger") by and among Cinergy Corp., a Delaware corporation 
("Cinergy"), Duke Energy Corpolation, a North Carolina corporation ("Duke") and thei~  respective affiliates as contelnplated by the 
Agreement and Plan of Merger (the "Mergcr Agreement") dated as of May 8. 2005, oliginally by and among Duke, Cinelgy, Deer 
Holding Corp., a Delawa~c corporation, Deer Acquisition Corp., a North Carolina corporation, and Cougar Acquisition Corp., a 
Delaware corporation, Cinergy and the individual listed on Exhibit A hereto (the "Executive") (collectively, the "Parties") he~eby 
enter into this agreement (this "Agreement"). The Parties are entering into this Agreement in order to accelerate the payment of 
ce~tain alnounts that are expected to become payable following 2005. Capitalized terms used but not otherwise defined in this 
Agreement shall have the meaning set forth in the Merger Agreement. 

1. Annual Incentive Plan. Notwithstanding any deferral election to the contrary, the Parties hereby agree that Cine~gy 
shall pay to the Executive, prior to December 3 1,2005, in satisfaction of his or her expected payment under the Cinergy Corp Annual 
Incentive Plan ("AIP") lor the 2006 performance period, which payment would otherwise be expected to be made during the 
thirty-day period following the Effective Time, the amount (if any) set forth on Exhibit A hereto. 

a. Within thirty days lollowing the Effective Time, Cinergy hereby agrees to provide the Executive with an 
additional payment equal to the excess, if any. of (i) the payment to which the Executive would be entitled in accordance 
with the terms of the AIP for the 2006 performance period (calculated without regard to this Agreement), over (ii) the amount 
provided to the Executive during 2005 pursuant to this Section 1. The Executive hereby agrees and acknowledges that, after 
such payments are made to him or her, Cinelgy and its affiliates shall have no further payment obligations to the Executive 
under the AIP for the 2006 performance period and his or her participation, or right to participate, in the AIP with respect to 
the 2006 performance period shall cease immediately. 

b. For the avoidance of doubt, and notwithstanding anything herein to the contrary, the payments described 
in this Section shall not be taken into account in computing any benefits under any other plan, program or arrangement of 
Cinergy or its affiliates; provided, however, that when determining the Executive's "Highest Average Earnings" under the 
Cinergy Corp. Non-TJnion Employees' Pension Plan, as amended, and any other plan or arrangement that references such 
definition (collectively, the "Pension Plan"), the Executive shall be treated as if he or she had received, at the Effective Time 
and under the terms of the AIP. the payment(s) provided under this Section; further, provided, however. that for the 
avoidance of doubt, the Parties acknowledge and agree that the Pension Plan has been amended to specify that the amount of 
the AIP 



payments taken into account in determining the Executive's Highest Average Earnings for the 2006 calendar year shall not 
exceed the greater of (i) the payments made in 2006 under the AIP with lcspect to the 2005 performance period and (ii) the 
payments made (or treated hereunder as having been made) in 2006 under the AIP with respect to the 2006 perfolmance 
period. 

2. LTIP Performance Shares 

a. Cinergy hereby agrees to pay to the Executive? prior to December 31,2005, in connection with the 
performance share agreements, if any, that have been granted to him or her under the Cinergy Corp. 1996 Long-Term 
Incentive Compensation Plan ("LTIP) for performance cycle VIII (covering the 2004-2006 performance period), 
performance cycle IX (covering the 2005-2007 performance period) and performance cycle X (covering the 2006-2008 
performance period) (collectively, his or her "Performance Shares"), under which payment would otherwise be expected to 
be made during the thirty-day period following the Effective Time, the amount (if any) set rbrth on Exhibit A hereto. Within 
thirty days following the Effective Time, Cinergy hereby agrees to provide the Executive with an additional payment equal to 
the excess, if any, of (i) the amount to which the Executive would be entitled in accordance with the terms of his or her 
Performance Shares as a result of the Merger (calculated without regard to this Agreement), over (ii) the amount provided to 
the Executive during 2005 pursuant to this Section 2(a). 

b. Cinergy hereby agrees to pay to the Executive, prior to December 3 1,2005. the additional amount set 
iorth on Exhibit A hereto in connection with his or her Performance Shares for performance cycle X (covering the 
2006-2008 performance period), which payment would otherwise be expected to be made only in the event of the 
Executive's qualifying termination of employment during the two-year period following the Effective Time. 
Notwithstanding the foregoing, however, the Executive shall have a contingent right to an additional payment in the event of 
his or her qualifying termination of employment in accordance with Section 8(a)(iii) of the performance share agreement, if 
any, that has been granted to him or her under the LTIP for performance cycle X (covering the 2006-2008 performance 
period), the amount of which shall be reduced by the amount, if any, provided in 2005 pursuant to this Section 2(b). 

c. The Executive hereby acknowledges and agrees that, after the paymerlts described in this Section are made 
to him or her, Cinergy and its affiliates shall have no further payment obligations to the Executive or his or her beneficiaries 
under the LTIP with respect to his or her Performance Shares, and his or her participation, or right to participate, in the LTIP 
for such cycles shall cease. 

3. Miscellaneous Benefits. Cinergy hereby agrees to pay to the Executive, prior to December 31, 2005, in satisfaction 
of his or her rights with respect to (a) outplacement benefits, (b) a vehicle allowance, (c) a perk pool allowance, (d) tax and 



financial planning services, (e) continued welfare benefit coverage, (f) executive life insurance coverage, and (g) relocation benefits 
(collectively, the "Miscellancous Benefits"), which payments would otherwise be expected to be made to him or her afer 2005, the 
amounts (if any) set forth on Exhibit A hereto. The Executive hereby aglees and acknowledges that. aftel such payments are made to 
him or her, Cinergy and its affiliates shall have no further payment obligations to the Executive, under his 01 her employment 
agreement or otherwise, and whether in connection with his or her termination of employment or otherwise. with respect to each of the 
Miscellaneous Benefits for which an amount is set forth on Exhibit A hereto; provided, however, that Cinergy hereby agrees to 
provide the Executive with an additional payment equal to the excess, if any, of (I) the relocation bencf~ts to which the Executive 
would be entitled i n  accordance with the tenns of its applicable plans and arrangcmcnts (calculatcd without regard to this Agreement). 
over (11) the benefits provided to the Executive during 2005 in licu of relocation benefits pursuant to this Section 3. 

4. Rest~icted/Phantom Stock. Cinergy hereby aglees to waive any restrictions otherwise applicable to the restricted 
andlor phantom stock granted to the Executive on the dates set forth on Exhibit A hereto, under which vesting andlor payment would 
otherwise be expected to occur on or following the Effective Time, and Cinergy hereby agrees to transfer and/or pay to the Executive 
in connection with the waiver of such restrictions thc number of shares of Cinergy common stock and101 amount in cash set forth on 
Exhibit A hereto, such that all income from such transfer shall be included in the Executive's taxable income in  2005. The Executive 
hereby agrees and acknowledges that, after such restrictions arc released and/or such payments are made, Cinergy and its affiliates 
shall have no further paymcnt obligations to the Executive with ~espect to such restricted and/or phantom stock grant (or the portion 
thereof identified on Exhibit A hereto). 

5 .  Severance. Cinergy hereby agrees to pay to the Executive, prior to December 31,2005, in satisfaction of all (or a 
portion) of the severance benefits to which he or she otherwise might become entitled, the amount (if any) set lorth on Exhibit A 
hereto. Within thirty days following a qualifying termination of employment pursuant to which the Executive otherwise would be 
entitled to severance benefits, Cinergy hereby agrees to provide the Executive with an additional payment equal to the excess, if any, 
of (i) the severance benefits to which the Executive would be entitled in connection with his or her qualifying termination of 
employment (calculated without regard to this Agreement), over (ii) the amount provided to the Executive during 2005 pursuant to 
this Section 5. The Executive hereby agrees and acknowledges that, after such payments are made to him or her, Cinergy and its 
affiliates shall have no further payment obligations to the Executive, under his or her employment agreement or otherwise, with 
respect to severance benefits. For purposes of clarity, the Parties acknowledge and agree that the term "severance benefits" where 
used herein shall mean any cash payment otherwise provided under the terms of the Executive's employment agreement, as amended 
and as currently effective, or any severance plan sponsored by Cinergy or its affiliates, where the amount of such payment is based on 
a multiple of the Executive's salary andlor bonus or bonus opportunity. 



6. Nonaualified Pension Plan. To the extent that the Executive is or may become entitled to benefits under the 
Cinergy Corp. Excess Pension Plan, Cinergy Corp. Supplemental Executive Retirement Plan and/or a supplemental retirement benefi' 
under his or her employment agreement (collectively, the "Nonqualified Pension Plan"), the Parties agree that the Nonqualified 
Pension Plan is hereby amended (but only with respect to the Executive) to provide for the payment by Cinergy to the Executive, prior 
to December 31, 2005, of the amount specified on Exhibit A hereto and is further amended to reduce the actuarial equivalent 
(determined using the applicable actuarial factors contained in thc Nonqualified Pension Plan) of the Executive's accrued benefits 
thereunder (or right to additional benefits thereunder) by such amount. In all other respects the Nonqualified Pension Plan shall 
remain in full force and effect. 

7. Nonaualified Account Plan. To the extent that the Executive is entitled to benefits under the Cinergy Corp. 401(k) 
Excess Plan, Cinergy Corp. Nonqualified Deferred Incentive Compensation Plan and/or the Cinergy Corp. Excess Profit Sharing Plan 
(collectively, the "Nonqualified Account Plan"), the Parties agree that the Nonqualified Account Plan is hereby amended (but only 
with respect to the Executive) to provide for the payment by Cinergy to the Executive, prior to December 31,2005, of the amount 
specified on Exhibit A hereto and is further amended to reduce the Executive's benefits thereunder by such amount. In all other 
rcspects the Nonqualified Account Plan shall remain in  full force and effect. 

8. Tax Matters. Cinergy shall withhold and deposit all iederal, state and local income and employment taxes that are 
owed with respect to all amounts paid or benefits provided pursuant to this Agreement. The Parties agree that none ofthe payments 
and benefits payable or provided hereunder and in connection with the Merger are expected to constitute "excess parachute payments" 
within the meaning of Section 280G of'the Code. In the event that any amounts payable or benefits provided hereunder become 
subject to the excise tax under Section 4999 of the Code, the Executive shall continue to have the rights, if any, that are provided to 
him or her under his or her employment agreement with respect to excise tax gross-up payments. In the event that the highest 
marginal Ohio income tax rate is higher in 2005 than in 2006, Cinergy shall provide the Executive with an additional payment in 2006 
equal to the incremental tax obligation resulting from such higher 2005 rate so that the Executive is in the same position, for Ohio 
income tax purposes, as if he or she had received the payments made under this Agreement in 2006 rather than in 2005. 

9. Assignment: Governino Law. Neither this Agreement nor any of the rights, obligations or interests arising 
hereunder may be assigned by the Executive, otherwise than by will or the laws of descent and distribution. This Agreement shall be 
binding upon the Company and its successors and assigns. 'This Agreement shall be interpreted, enforced and governed under the laws 
of the State of' Ohio without regard to any applicable state's choice of law provisions. Ar~y dispute between the Parties under this 
Agreement shall be resolved through informal arbitration by an arbitrator selected under the rules of the American Arbitration 
Association and the arbitration shall be conducted in Cincinnati. Ohio. 



10. Entire Agreement. This Agreement shall supersedc any and all prior oral or written representations, 
understandings and agreements of the Parties with respect to the maticrs contained herein, and it contains the entire agreement of the 
Parties with respect to those matters. Once signed by the Parties hereto, no provision of this Agreerncnt may bc modified or amcnded 
unlcss ag~ecd to in a writing signed by the Parties. Any notice required by this Agreement shall bc sent in writing and dclivered by 
first class mail to the last known address of the Party to whom it is sent. This Agreement may be executed by the Parties hereto in 
counterparts, and each of which shall be considered an o~iginal for all purposes. 

11. Miscellaneous 

a. The Executive acknowledges and agrees that Cinergy (andlor any of its authol ized officers andlor 
employees) is authorized to act for each ol its subsidiaries and affiliatcs, including Duke and its subsidiaries and affiliates 
following the Merger, with respect to all aspects of the administration and interpretation of this Agreement, and that with 
respect to employ.~nent matters references herein to Cinergy shall include Cinergy Services, Inc. or such other affiliate that 
cmploys the Executive. 

b. Notwithstanding any other provision of this Agreement. this Agreement shall be ad~ninistcred in a manner 
that complies with the provisions of Section 409A of the Code, so as to prevcnt the inclusion in gross income of any amount 
in a taxable year that is prior to the taxable year or years in which such amount would otherwise actually be distributed or 
made available to or on behalf of the Executive. 

c. Thc Executive acknowledges and agrees that no action taken in connection with this Agreement shall give 
him the right to terminate his or her employment for "Good Rcason" or shall otherwise provide him or her with rights under 
his or her employment agreement or any other compensation agreement or arrangement. 

d. The Executive acknowledges and agrees that, within 45 days following his or her termination of 
employment with Cinergy and its afriliates, he or she shall be required to execute (and not timely revoke) a waiver and 
release of all claims that he or she might assert against Cinergy and its affiliates and successors, on a form provided by 
Cinergy (which form shall be substantially in the form of the waivcr and release attached to the Executive's employment 
agreement, if applicablc). 

12. Repavment Oblioation. This Section shall apply with respect to the Executive only to the extent it is not unlawful 
under the Sarbanes-Oxley Act of 2002 or any related rule, regulation or interpretation. 

a. In the event that the Executive voluntarily terminates employment with Cinergy and its affiliates prior to 
the Effective Time, the Executivc shall be 



required to repay 100% of any benefits or payments provided hereunder within ten days following his or her termination of 
employment. 

I 

b. The Pa~,ties aclcnowledge and agree that (i) payments provided hereunder in 2005 might not otherwise be 
payable in the event that the Merger does not occur, (ii) the receipt of such amounts will be includible in the Executive's 
taxable income in  2005 and (iii) the Executive's ability to recover the taxes paid in connection with such amounts is limited 
under current tax laws. Accordingly, in  the event that the Effective Time does not occur prior to December 15,2006, the 
Executive shall be required to repay 50% of any benefits or payments provided hereunder no later than December 31,2006. 

c. Notwithstanding anything herein to the contrary, (i) the Executive shall not be required to repay any 
amount wh~ch, without ~ e g a ~ d  to this Agreement, Cinergy determines in good faith the Executive has earned prior to the date 
on which repayment would otherwise be required. (ii) in the event of repayment, the Executive shall not be treated as having 
waived his or her rights to earn, after the date of iepayment, the repaid amounts as a result of satisfying the eligibility criteria 
for such amounts in accordance with the terms of Cinergy's applicable plans and arrangements, (iii) no rcpayrnerlt shall be 
rcquired with respect to any amount provided pursuant to Section 7, and (iv) this Section 12 shall be administered in a 
manner that complies with the p~ovisions of Section 409A of the Code, so as to prevent the inclusion in gross income of any 
amount in a taxable year that is prior to the taxable year or years in which such amount would otherwise actually be 
distributed or made available to or on behalf of the Executive. 

13. Affect on Other Arraneementg. Except as otherwise provided in Section 1, fbr the avoidance of doubt, and 
notwithstanding anything herein to the contrary, the Parties acknowledge and agree that payments made under this Agreement shall 
not be taken into account in cornputing any benefits under any plan, program or arrangement of Cinergy or its affiliates. 

IN WITNESS WHEREOF, the Parties have signed, or caused a duly authorized agent thereof to sign, this Agreement on their 
behalf and thereby acknowledge their intent to be bound by its terms and conditions. 

EXECUTIVE 

Signed: 

Printed: 

Date: 

CINERGY CORP. 

Signed: 

Printed: 

Date: 



EXHIBIT A 

Executive: 

Annual Incentive Plan (5 1 )  

L,TIP Periormance Shares (5 2) 
a. Cycle VIII (2004-2006) 
b. Cycle IX (2005-2007) 
c. Cycle X (2006-2008 (5 2(a)) 
d. Cycle X (2006-2008 (5 2(b)) 

Miscellaneous Benefits (5 3) 
a. Outplacement Benefits 
b. Vehicle Allowance 
c. Perk Pool Allowance 
d. Tax and Financial Planning 
e. Continued Welfare Benefits 
f. Executive Life Insurance 
g. Relocation Benefits 

Restricted andlor Pl~antom Stock (3 4) 
a. Date of Grant: Payment or number of shares: 
b. Date of Grant: Payment or number of shares: 

Severance Benerits (Employment Agreement) (3 5 )  

Nonqualified Pension Plan (3 6) 
a. Excess Pension Plan 
b. Supplemental Executive Retirement Plan 

Supplemental Retirement Benefit 
c. (Employment Agreement) 

Nonqualified Account Plan (5 7) 
a. 401(k) Excess Plan 

Nonqualified Deferred Incentive 
b. Compensation Plan 
c. Excess Profit Sharing Plan 



Exhibit 21 

Subsidiarv Listing 1 I 
I 

As ol December 31. 2005, the following is a listing of the subsidiaries of each registrant in which Cinergy Corp. has a greater than 
10% ownership interest in and their state or country of incorporation or organization indented to show degree of remoteness from 
registrant. 

State or Country of 

Name of Company Organization or 
lindentation indicates subsidiary relationshiv) Incorporation 

Cinergy Corp. (1) Delaware 

Cinergy Services, Inc. Delaware 

CC Funding Trust I 

CC Funding Trust I1 

Cinergy Receivables Company LLC 

Cinergy Risk Solutions Ltd. 

The Cincinnati Gas & Electric Company (1) 
Cinergy Power Investments. Inc. 
The Union Light, Heat and Power Company (1) 
Tri-State Improvement Company 
Miami Power Corporation 
KO Transmission Company 

PSI Energy, Inc. (1) 
South Construction Company, Inc. 

Cinergy Investments, Inc. 
Cinergy-Cadence, Inc. 

Cadence Network, Inc. 
Cinergy Capital & Trading, Inc. 

Brownsville Power I, LLC 
Caledonia Power I, LLC 
CinPower I, LLC 
Cinergy Canada, Inc. 
Cinergy Climate Change Investments, LLC 
Cinergy Limited Holdings, LLC 

Cinergy Marketing & Trading, LP 
Ohio River Valley Propane, LLC 

Cinergy General Holdings, LLC 
Cinergy Mexico Limited, LLC 

Cinergy Mexico Holdings, L.P. 
Cinergy Mexico Marketing & Trading, LLC 

Cinergy Mexico General, LLC 
Cinergy Retail Power Limited, Inc. 

Cinergy Retail Power, L.P. 
Cinergy Retail Power General, Inc. 
Cinergy Retail Sales, LLC 
CinFuel Resources, Inc. 
LH1, LLC 

Delaware 

Delaware 

Delaware 

Vermont 

O hio 
Ohio 
Kentucky 
Ohio 
Indiana 
Kentucky 

Indiana 
Indiana 

Delaware 
Indiana 
Delaware 
Indiana 
Delaware 
Delaware 
Delaware 
Canada 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Texas 
Delaware 
Delaware 
Delaware 

(1) Companies indicated are registrants with the Securities and Exchange Commission. I 





Name of Con~pany 
(Iadentation indicates subsidiarv relationshin) 

Oak Mountain Products, LLC 
Pine Mountain Investments, LLC 

Pine Mountain Products, LLC 
SYNCAP 11. LLC 

Cinergy Telecommunications Holding Company, Inc. 
Q-Comm Corporation 

QCC, Inc. 
Cinergy Communications Company 
Cinergy MelroNet, Inc. 
Kentucky Data Link, Inc. 

Chattanooga Data Link, Inc. 
Cincinnati Data Link, Inc. 
Cinergy Teleco~rimunication Networks - Indiana, Inc. 
Cinergy Telecommunication Networks - Ohio, Inc. 
Indianapolis Data Link, Inc. 
KDL Holdings, LLC 
Knoxville Data Link, Inc. 
Lexington Data Link, Inc. 
Louisville Data Link, Inc. 
Memphis Data Link, Inc. 
Nashville Data Link, Inc. 

Lattice Communications, LLC 
LB Tower Company, LLC 

Cinergy Engineering, Inc. 
Cinergy-Centrus, Inc. 
Cinergy-Centrus Communications. Inc. 
Cinergy Solutions Holding Company, Inc. 

3036243 Nova Scotia Company 
Cinergy Solutions Limited Partnership 

1388368 Ontario Inc. 
Cinergy Solutions - Demand, Inc. 

Cinergy Solutions - Demand, Ltd. 
Keen Rose Technology Group Limited 
Optirnira Controls, Inc. 

Cinergy EPCOM College Park, LLC 
Cinergy Solutions, Inc. 

BSPE Holdings, LLC 
BSPE Limited, LLC 

BSPE, L.P. 
BSPE General, LLC 

Bullard Energy Center, LLC 
Cinergy Energy Solutions, Inc. 

U.S. Energy Biogas Corp. 
Biogas Financial Corporation 

ZE'C Energy Inc. 
Power Generation (Suffolk), Inc. 

Suffolk Energy Partners, L.P. 
Suffolk Biogas, Inc. 

Lafayette Energy Partners, L.P. 
Taylor Energy Partners, L.P. 

Resources Generating Systems, Inc. 
Hoffman Road Energy Partners, LLC 
Illinois Electrical Generation Partners, L.P. 

Zapco Illinois Energy, Inc. 
Avon Energy Partners, L.L.C. 
Devonshire Power Partners, L.L.C. 
Riverside Resource Recovery, L.L.C. 

State or Country of 
Organizatio~~ or 
Incorporation 

I 

Delaware 
Delawa~c 
Delaware 
Delaware 
Delaware 
Nevada 
Ncvada 
Kentucky 
Indiana 
Kentucky 
Tennessee 
Ohio 
Indiana 
Ohio 
Indiana 
Delaware 
Tennessee 
Kentucky 
Kentucky 
Tennessee 
Tennessee 
Delaware 
Delaware 
Ohio 
Delaware 
Delaware 
Delaware 
Canada 
Canada 
Canada 
Delaware 
Canada 
Canada 
Canada 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Texas 
Delaware 
Delaware 
Delaware 
Connecticut 
Delaware 
Delaware 
Virginia 
Delaware 
New Jersey 
Pennsylvania 
New York 
Delaware 
Delaware 
Delaware 
Illinois 
Illinois 
Illinois 



Name of Company 
lll~dentation indicates subsidiarv relationship) 

Illinois Electrical Generation Partners I1 L.P. 
BMC Energy, LLC 

Broolchaven Energy Partners, LL,C 
 count^ yside Genco, L.L.C. 
Morris Gcnco. L..L.C. 

Brickyard Energy Partnc~s, L.LC 
Dixon/l,ee Encgy Partners, LL.C 
Roxanna Resource Recove1 y ,  L,.L,.C. 
Streator Energy Partners, L,LC 
IJpper Rock Energy Partners, L,L,C 

Barre Energy Partners, L,.P. 
Biomass New Jersey, L.L.C. 
Brown County Energy Associates, L,LC 
Burlington Energy. Inc. 
Cape May Energy Associates, L.P. 
Dunbarton Energy Partne~s. L,imited Partnership 
Garland Energy Development, L,LC 
Oceanside Energy Inc 
Onondaga Energy Partners, L.P. 
Oyster Bay Energy Partners, L.P. 
Smithtown Energy Partners. L.P. 
Springfield Energy Associates, L.imited Partnership 
Suffolk Transmission Partners, L,.P. 
Tucson Energy Partners LP 
Zapco Broome Nanticoke Corp. 
Zapco Development Corporation 
Zapco Energy Tactics Corporation 
Zapco Readville Cogeneration, Inc. 
ZFC Royalty Partncrs. A Connecticut L.imited Partnership 
ZMG. Inc. 

Cinergy GASCO Solutions, 1,LC 
Countryside Landfill Gasco. L.L.C. 
Morris Gasco, L.L,.C. 
Brown County L.andfill Gas Associates. L.P. 

Cinergy Solutions of Monaca, L.LC 
Cinergy Solutions of Narrows. LL,C 
Cinergy Solutions of Rock Hill. LLC 
Cinergy Solutions of San Dicgo, Inc. 
Cinergy Solutions of South Charleston, L,LC 
Cinergy Solutions of St. Bernard, LLC 
Cinergy Solutions O&M, LLC 
Cinergy Solutions Operating Services of Delta Township, L,L,C 
Cinergy Solutions Operating Services of Lansing, LIdC 
Cinergy Solutions Operating Services of Shreveport, LL,C 
Cinergy Solutions Operating Services of Oklahoma, LLC 
Cinergy Solutions of Philadelphia, LL,C 
Cinergy Solutions Partners, LI,C 

CST Limited, LLC 
CST Green Power, L.P. 

Green Power Holdings, LLC 
Green Power Limited, LLC 

South Houston Green Power, L..P. 
Green Power G.P., LLC 

CST General, LLC 
CSGP of Southeast Texas, LL.C 
CSGP Limited, 1,LC 

CSGP Services, L,.P. 

State or Country of 
Organization or 
Incorporation 

Delaware 
Delaware 
New York 
Delawarc 
Delaware 
Delaware 
Delaware 
Illinois 
Delaware 
Delaware 
Delaware 
New Jersey 
Delaware 
Vermont 
Delaware 
New Hampshire 
Delaware 
New York 
New York 
New York 
New York 
Vermont 
Delaware 
Delaware 
New York 
Delaware 
Delaware 
Delaware 
Connecticut 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Texas 
Texas 
Delaware 
Delaware 
Delaware 



Name of Company 
lIndcntation indicates subsidiary relationship) 

CSGP General, LLC 
Lansing Grand River Utilities, LLC 
Oklahoma Arcadian Utilities, LLC 
Panoche Energy Ccntei, LLC 
Shreveport Red River Utilities, LLC 

Cincrgy Solutions of 'Tuscola. Inc. 
Delta Township Utilities, LLC 
Delta Township Utilities 11, LLC 
Energy Equipment Leasing LLC 
Trigen-Cinergy Solutions LLC 
Trigen-Cinergy Solutions of Ashtabula LLC 
Cinergy Solutions oT Boca Raton, LLC 
Cinergy Solutions of Cincinnati, LLC 
Cineigy Solutions - Utility, Inc. 
Trigen-Cinergy Solutions of Lansing LLC 

T~igenICinergy-USFOS of Lansing LLC 
'Trigen-Cinergy Solutions of Orlando LLC 
Trigen-Cine~gy Solutions of Owings Mills LLC 
Owings Mills Energy Equipment Leasing, LLC 
Trigen-Cinergy Solutions of Rochester LLC 
Trigen-Cinergy Solutions of Silver Grove LLC 
Cinergy Solutions of St. Paul, LLC 

Environmental Wood Supply, LLC 
St. Paul Cogeneration LLC 

Trigen--Cinergy Solutions of Tuscola, LLC 
Cinergy Supply Network, Inc. 

Reliant Services, LLC 
MP Acquisitions Corp., Inc. 

Miller Pipeline Corporation 
Fiber Link, LLC 

Cinergy Technology, Inc. 

Cinergy Global Resources, Inc. 
Cinergy UK, Inc. 
Cinergy Global Power, Inc. 

CGP Global Greece Holdings, SA 
Attiki Denmark ApS 

Attiki Gas Supply Company SA 
Cinergy Global Ely, Inc. 
Cinergy Global Power Services Limited 
Cinergy Global Power (UK) Limited 

Cinergy Global Trading Limited 
Cinergy Global Hellas S.A. 
Commercial Electricity Supplies Limited 
UK Electric Power Limited 
Cinergy Global Power Iberia, S.A. 

Cinergy Global Holdings, Inc. 
Cinergy Holdings B.V. 

Cinergy Zambia B.V. 
Copperbelt Energy Corporation PLC 

Power Sports Limited 
Cinergy Global (Cayman) Holdings, Inc. 

Cinergy Global Tsavo Power 
IPS-Cinergy Power Limited 

Tsavo Power Company Limited 
event Resources Overseas I, LLC 
Midlands Hydrocarbons (Bangladesh) Limited 

State or Country of 
Organization or 
Incorporation 

Texas 
Delawatc 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Ohio 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Minnesota 
Minnesota 
Delaware 
Delaware 
Indiana 
Indiana 
Indiana 
Indiana 
Indiana 

Delaware 
Delaware 
Delaware 
Greece 
Denmark 
Greece 
Delaware 
England 
England 
England 
Greece 
England 
England 
Spain 
Delaware 
The Netherlands 
The Netherlands 

epublic of Zambia 
epublic of Zambia 

Cayman Islands 
Cayman Islands 
Kenya 
Kenya 
Delaware 
England 



State or Country of 
Orgar~ization or Name of Company 

IIndentation indicates subsidiarv relationshipt Incorporation 

Cinergy Global Power Africa (Proprietary) Limited 

CinTec LI,C 
CinTec I LL,C 

event Resources I LLC 
event Resources Holdings L,LC 

CinTec I1 LLC 

Cinergy Technologies, Inc. 
Cinergy Broadband, LLC 

CCB Communications, LLC 
CCB Indiana, LLC 
CCB Kentucky, LL.C 
CCB Ohio, LL.C 

Access Broadband. L,LC 
Cinergy Ventures, LLC 

Configured Encrgy Systems, Inc. 
Maximum Performance Group, Inc. 

Cinergy Ventures 11, LLC 
Catalytic Solutions, Inc. 
Electric City Corp. 

Cinergy e-Supply Network, LLC 
Cinergy One, Inc. 
Cinergy Two, Inc. 

Cinergy Wholesale Energy, Inc. 
Cinergy Power Generation Services, LLC 
Cinergy Origination & Trade, LL,C 

Cinergy Foundation, Inc. 

South Africa 

Delaware 
Delaware 
Delaware 
Delaware 
Delaware 

Delawal-e 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
California 
Delaware 
Delaware 
Delaware 
Delaware 

Ohio 
Delaware 
Delaware 

Indiana 



Exhibit 23 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference in Cinergy Corp.'s Registration Statement Nos. 33-55267, 33-55713. 31-56089, 
33-56093.33-56095,333-51484,333-83461,333-83467,333-72898,333-72900,333-72902,333-81770,333-101707 and 
333-10'2515 of our report dated February 17, 2006 relating to the financial statements (which expresses an unqualified opinion on the 
Company's consolidated financial statements and includes an explanatory paragraph referring to the Company's change effective 
December 31,2005 in its accounting method for conditional asset reti~ement obligations; change effective January 1.2003 in  its 
accounting method for asset retirement obligations; change effective January 1, 2003 in its accounting for stock based compensation; 
and change elfective July 1 ,  2003 in its accounting for the consolidation of variable interest entities) and management's report on the 
effectiveness of internal control over financial reporting appearing in this Annual Report on Form 10-K of Cinergy Corp. for the year 
ended December 3 1,2005. 

1st Deloitte & 'Touche LLP 
Deloitte & Touche LLP 
Cincinnati, Ohio 
February 22, 2006 



CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference in The Cincinnati Gas & Electric Company's Registration Statement Nos. 333-1 12574 
and 333-103200 of our report clated February 17. 2006 (which expresses an unqualified opinion on the Company's consoliclated 
financial statements and includes an explanatory paragraph referring to the Company's change cflective December 31. 2005 in its 
accounting method for conditional asset retirement obligations and change effective January I, 2003 in its accounting method for asset 
retirement obligations), appealing in this Annual Report on Form 10-K of The Cincinnati Gas & Electric Company for the year ended 
December 3 1,2005. 

IS/ Deloitte & Touche LLP 
Deloitte & Touche LL,P 
Cincinnati, Ohio 
February 22,2006 



CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference in PSI Energy, Inc.'s Registration Statement Nos. 333-1 12552, 333--83379,33-48612 
and 33-57064 of our report dated February 17, 2006 (which expresses an unqualified opinion on the Company's consolidated 
financial statements and includes an explanatory paragraph referring to the Co~npany's change effective December 31, 2005 in its 
accounting method for conditional asset retirement obligations and change effective January 1, 2003 in its accounting method for asset 
retirement obligations), appeasing in this Annual Report on Form 10-K of PSI Energy, Inc. for the yeas ended December 31, 2005. 

IS/ Deloitte & 'T'ouche LLP 
Deloitte & Touche LLP 
Cincinnati, Ohio 
February 22, 2006 



CONSENT OF INDEPENDENT REGISTERED PULI1,IC ACCOUNTING FIRM 

We consent to the incorporation by reference in The Union L,ight, Heat and Power Company's Registlation Statement Nos. 
333-12731 1,333-1 I91 20 and 33-40245 of our report dated Fcbruary 17,2006 (which expresses an unqualified opinion on the 
Company's consolidated financial statements and includes an explanatory paragraph referring to the Company's change effective 
December 3 1, 2005 in its accounting method for conditional asset retirement obligations and change effective January I ,  2003 i n  its 
accounting method for asset retirement obligations), appearing in this Annual Report on Form 10-K of The Union Light, Heat and 
Power Company for the yea1 ended December 31,2005. 

IS/ Deloitte & Touche LLP 
Deloitte & Touche LL,P 
Cincinnati, Ohio 
Fcbruary 22,2006 



Exhibit 24 

POWER OF ATTORNEY 

KNOW ALL BY THESE PRESENTS, that the undersigned hereby constitutes and appoints James E. Rogers and Lynn 
J. Good, or either of them with full power to act without the other, the undersigned's true and lawful attorneys-in-fact and agents, 
with full powel of substitution and resubstitution, to execute lo1 and on behalf of the undersigned, in the undersigned's capacity as a 
director of Cinergy Corp. and PSI Energy, Inc., the Annual Report on Form 10-K lor each corporation for the fiscal ycar ended 
December 31,2005, and to file thc signed Form 10-K with the Securities and Exchange Commission. 

The undersigned does heleby ratify and confirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtuc hereof. 

IN WITNESS WHEREOF, the undersigned has hereunto caused this Power of' Attorney to be executed on this 27th day of 
February, 2006. 

Is1 Michael G. Brownincr 
Michael G. Browning 



POWER OF ATTORNEY 

KNOW ALL. BY THESE PRESENTS, that the undersigned hereby constitutes and appoints James E. Rogers and L.ynn 
J. Good, or either of them with full power to act without the other, the undersigned's true and lawful attorneys-in-fact and agents, 
with full power of substitution and resubstitution, to execute for and on behalf of the undersigned, in the undersigned's capacity as a 
director of Cinergy Corp., the Cincrgy Corp. Annual Report on Form I 0-K for the fiscal year ended Decembe~ 3 1,2005, and to rile 
the signed Form 10-K with the Sccuritics and Exchange Commission. 

The undersigned does hereby ratify and confirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hereof. 

IN WITNESS WHEREOF, the undersigned has hereunto caused this Power or  Attorney to be executed on this 20th day of 
February, 2006. 

IS/ Phillip R. Cox 
Phillip R. Cox 



POWER OF A'rTORNEY 

KNOW ALL BY THESE PRESENTS, that the undersigned hereby constitutes and appoints James E. Rogers and Lynn 
J. Good, 01 either of them with full power to act without the other, the undersigned's true and lawful attorneys-in-fact and agents, 
with full power of substitution and resubstitution, to execute lor and on behalf of the undersigned, in the undersigned's capacity as a 
direct01 of Cinergy Corp., the Cinelgy Corp. Annual Report on Form 10-K f o ~  the fiscal year ended December 3 1,2005, and to file 
the signed Form 10-K with thc Securities and Exchange Commission. 

The undersigned does hereby ratify and coritirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hereof. 

IN WITNESS WHEREOF, the undersigned has lie~eunto caused this Power of Attorney to be executed on this 20th day of 
February, 2006. 

IS/ George C. Juilfs 
George C. Juilfs 



POWER OF ATTORNEY 

KNOW AL,L BY THESE PRESENTS, that the undersigned hereby constitutes and appoints James E. Rogers and L,ynn 
J. Good, or either of them with Sull power to act without the other. the undersigned's tluc and lawful attorneys-in-fact and agents, 
with full power of substitution and resubstitution, to execute for and on bchalf ol the undersigned. in the undersigned's capacity as a 
director oSCinergy Corp., the Cinergy Corp. Annual Report on Form 10-K lor the liscal year ended December 31.2005, and to file 
the signed Folm 10-K with the Securities anti Exchange Commission. 

The undersigned does hereby ratify and confirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hcreoi. 

IN WITNESS WHEREOF, the undersigned has hereunto caused this Power of Attorney to be executed on this 20th day of 
Februa~ y, 2006. 

1st Thomas E. Pet1.v 
Thomas E. Petry 



POWER OF ATTORNEY 

KNOW ALL BY THESE PRESENTS, that the undersig~~ed hereby constitutes and appoints James E. Rogers and Lynn 
J. Good, or either of them with full power to act without the other, the undersigned's true and lawful attorneys-in-fact and agents, 
with full power of substitution and resubstitution, to execute I O I  and on behalf of the undersigned, in the undersigned's capacity as a 
director of Cinergy Corp., the Cinesgy Corp. Annual Report on Form 10-K for the fiscal year ended December 3 1, 2005, arid to file 
the signed Form 10-K with the Securities and Exchange Commission. 

The undersigned does hereby ratify and conlirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hc~cof. 

IN WI'TNESS WHEREOF, the undersigned has hereunto caused this Power of Attorney to bc cxecuted on this 22nd day of 
February, 2006. 

IS/ Marv L. Schauiro 
Mary L. Sct~apiro 



POWER OF ATTORNEY 

KNOW ALL, BY THESE PRESENTS, that the undersigned hereby constitutes and appoints James E. Rogers and Lynn 
J. Good, or either of them with full power to act without the other. the undersigned's true and lawful attorneys-in-lhct and agents, 
with full power 01 substitution and resubstitution, to execute for and on bchalf of the undersigned, in the undersigned's capacity as a 
director of Cinergy Corp., the Cinergy Corp. Annual Report on F O I I ~  10-K lor the fiscal year ended Dccember 31,2005, and to file 
the signed Form 10-K with the Secu~ities and Exchange Commission. 

The undersigned does hereby ratify and confirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hereof. 

IN WITNESS WHEREOF, the undersigned has hereunto caused this Power of Attorney to be executed on this 20th day of 
February, 2006. 

IS/ John J. Schiff. Jr. 
John J. Schiff, Jr. 



POWER OF A'TTORNEY 

KNOW ALL BY THESE PRESENTS, that the undersigned hereby constitutes and appoints James E. Rogers and Lynn 
J. Good, or either of them wit11 hlll power to act without the other, the undersigned's t~ ue and lawful attorneys-in-fact and agents, 
with full power of substitution and resubstitution, to execute for and on behalf of the undersigned, in the undersigned's capacity as a 
director 01 Cinergy Corp., the Cinergy Corp Annual Report on Form 10-K lor the fiscal year ended December 31,2005, and to file 
the signed Form 10-K with the Securities and Exchange Commission. 

The undersigned does hereby ratify and confirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hereof. 

IN WITNESS WHEREOF, the undersigned has hereunto caused this Power of Attorney to be executed on this 22nd day of 
February, 2006. 

IS/ Philip R. Sharp 
Philip R. Sharp 



POWER OF ATTORNEY 

KNOW AL,L, BY THESE PRESENTS, that the undersigned hereby constitutes and appoints James E. Rogers and L.ynn 
J. Good, or either of them with full power to act without the other, the undersigned's true and lawful attorneys-in-fact and agents, 
with full power of substitution and resubstitution, to execute for and on behalf of the undersigned, in  the undersigned's capacity as a 
director of Cinergy Corp., the Cinergy Corp. Annual Report on Form 10-K lor the fiscal year ended December 31,2005, and to file 
the signed Form 10-K with the Securities and Exchange Commission. 

The t~rldersigncd does hereby ratify and confirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hereof. 

IN WITNESS WHEREOF, the undersigned has hereunto caused this Power of Attorney to be executed on this 20th day of 
February. 2006. 

IS/ Dudlev S. Taft 
Dudley S. Taft 



POWER OF ATTORNEY 

KNOW ALL BY THESE PRESENTS, that the undersigned heleby constitutes and appoints James E. Rogers and Lynn 
J. Good, or either of them with full power to act without the other, the undersigned's true and lawful atto~neys-in-fact and agents, 
with full power of substitution and resubstitution, to execute for and on behalf of the undersigned. in  the undersigned's capacity as a 
director of PSI Energy, Inc., the PSI Energy, Inc. Annual Repo~t on Form 10-K for the fiscal year ended December 31,2005, and to 
file the signed Form 10-K with the Securities and Exchange Commission. 

The unde~ signed does hereby ~at i ry  and conlirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue helcol. 

IN WITNESS WHEREOF, the undersigned has hereunto caused this Power ol Attorney to be executed on this 27th day of 
February, 2006. 

IS/ Kay E. Pashos 
Kay E. Pashos 



POWER OF ATTORNEY 

KNOW ALL, BY THESE PRESENTS, that the undersigned hereby constitutes and appoints James E. Rogers and L,ynn 
J. Good, 01 either of them with full power to act without the other, the undersigned's true and lawful attorneys-in-fact and agents, 
with full power of substitution and resubstitution, to execute Pol and on behalf of the undersigned, in the undersigned's capacity as a 
director of The Cincinnati Gas & Electric Company and The Union Light, Heat and Power Company, the Annual Report on 
Form 10-K for each corporation for the fiscal year ended December 31,2005, and to file the signed Form 10-K with the Securities 
and Exchange Commission. 

The undersigned docs hereby ratify and confirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hereof. 

IN WITNESS WHEREOF, the undersigned has hereunto caused this Power of Attorney to be executed on this 27th clay of 
February, 2006. 

IS/ Gregory C. Ficke 
Gregory C. Ficke 



POWER OF ATTORNEY 

1 

KNOW ALL BY THESE PRESENTS, that the undersigned hereby constitutes and appoints James E. Rogers and Lynn 
J. Good, or eithe~ of them with full power to act without the other, the undersigned's true and lawful attorneys-in-{act and agents, 
with full power of' substitution and ~esubstitution, to execute for and on behalf of the undersigned, in the undersigned's capacity as a 
di~cctor of The Cincinnati Gas & Electric Company and The Union Light, Heat and Power Company, the Annual Report on 
Form 10-K for each cotporation for the fiscal year ended December 31, 2005, and to file the signed Form 10-K with the Securities 
and Exchange Commission. 

The undersigned does hereby ratify and confirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hereof. 

IN WITNESS WHEREOF. the undersigned has hereunto caused this Power of Attorney to be executed on this 27th djy of 
February, 2006. 

Is1 James L. Turner 
James L. Turner 



Exhibit 31-a 

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER 

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I, J a m s  E. Rogers, certify that: 

I. I have reviewed this annual report on Form 10-K ol'cinergy Corp., The Cincinnati Gas &. Electric Company, PSI Energy, Inc., and 
The Union Light. Heat and Power Company; 

2. Based on my knowledge, this repol t does not contain any untrue statement of a ~naterial fact or omit to state a material fact 
necessary to makc the statements made, in light of the circumstances under which such statelnents were made, not misleading with 
respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrants as of, and for, the periods presented in 
this report; 

4. The registrants' other certifying officers and I are responsible for establishing and maintaining disclosure controls and 
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrants and internal control over financial reporting (as 
Jefined in Exchange Act Rules 13a-15(0 and 15d-l5(f)) for Cinergy Corp. and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under 
our supervision, to ensure that material information relating to the registrants, including their consolidated subsidiaries. is 
made known to us by others within those entities, particularly during the period in which this report is being prepared; 

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

C) Evaluated the effectiveness of the registrants' disclosure controls and procedures and presented in this report our conclusions 
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on 
such evaluation; and 

d) Disclosed in this report any change in the registrants' internal control over financial reporting that occurred during the 
registrants' most recent fiscal quarter (the registrants' fourth fiscal quarter in the case of an annual report) that has materially 
affected, or is reasonably likely to materially affect, the registrants' internal control over financial reporting; and 

5. The registrants' other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial 
ieporting, to the registrants' auditors and the audit committee of the registrants' board of directors (or persons performing the 
equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 



which are reasonably likely to adversely affect the registrants' ability to record, process, summarize and report financial 
information; and 

b) Any fraud, whether or not material. that involves management or other employees who have a significant role in the 
registrants' internal control over financial reporting. , 

Date: February 28, 2006 

1st James E. Rogers 
James E. Rogers 
Chief Executive Officer 



Exhibit 31-b 

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER 

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I. Lynn J. Good. certify that: 

1. I have reviewed this annual report on Form 10-K of Cinergy Corp., The Cincinnati Gas & Electric Company, PSI Energy, Inc.. and 
The Union Light, Heat and Power Company: 

2. Based on my knowledge, this report docs not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by this report: 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrants as of, and for, the periods presented in 
this report; 

4. The registrants' other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act Rules 13a-l5(e) and 15d-15(e)) for the registrants and internal control over financial reporting (as 
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for Cinergy Corp. and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under 
our supervision, to ensure that material information relating to the registrants, including their consolidated subsidiaries, is 
made known to us by others within those entities, particularly during the period in which this report is being prepared; 

b) Designed such internal control over linancial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance  gard ding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

C) Evaluated the effectiveness 01 the registrants' disclosure controls and procedures and presented in this report our conclusions 
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on 
such evaluation; and 

d) Disclosed in this report any change in the registrants' internal control over financial reporting that occurred during the 
registrants' most recent fiscal quarter (the registrants' fourth fiscal quarter in the case of an annual report) that has materially 
affected, or is reasonably likely to materially affect, the registrants' internal control over financial reporting; and 

5. The registrants' other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrants' auditors and the audit committee of the registrants' board of directors (or persons performing the 
equivalent functions): 



a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 
which are ~easonably likely to adversely affect the registrants' ability to record, process, summarize and report financial 
information: and 

b) Any fraud. whether or not material. that involves management or othel employees who have a significant role in the i 
registrants' internal control over financial reporting. 

Date: February 28, 2006 

1st Lynn J. Good 
Lynn J. Good 
Chief' Financial Officer 



Exhibit 32-a 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Annual Report of Cinergy Corp., The Cincinnati Gas & Electric Company, PSI Energy, Inc. and The Union 
L,ight, Heat and Power Co~npany (the "Companies") on Form 10-K for the period ending December 31, 2005 as filed with the 
Securities and Exchange Colnlnission on the date hereof (the "Report"), I, James E. Rogers, Chief Executive Officer of the 
Companies. certify, pursuant to 18 U.S.C. $ 1350, as adopted pursuant to $ 906 of the Sarbanes-Oxley Act of 2002, to the best of my 
knowledge and belief, that: 

( I )  The Rcporl fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1914; and 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of 
operations of the Companies. 

Date: February 28, 2006 

Is1 J a m s  E. Rogers 
James E. Rogers 
Chief Executive Officer 



Exhibit 32-b 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT 'TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Annual Report of Cinergy Corp., The Cincinnati Gas & Electric Company, PSI Energy. Inc. and 'The Union 
Light, Heat and Power Company (the "Companies") on Form 10-K for the peliod ending December 31, 2005 as filed with the 
Securities and Exchange Commission on thc date hereof (the "Report"), I, Lynn J. Good, Chief Financial Officer of the Companies, 
certify, pursuant to 18 U.S.C. $ 1350, as adopted pursuant to $ 906 ol the Sarbanes-Oxley Act of 2002, to the best of my knowledge 
and belief. that: 

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

(2) The information contained in the Report fairly presents, in all material respects. the financial condition and result of 
operations of the Companies. 

Date: February 28, 2006 

IS/ Lynn J. Good 
Lynn J. Good 
Chief Financial Officer 

Created by lOKWizard www. 1 0KWizard.com 
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EXCHANGE ACT OF 1934 

For the fiscal year ended December 31,2004 

TRANSITION REPORT PTJRSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 1934 
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Comn~ission Registrant, State of Incorporation, I.R.S. Employer 
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Each of the following classes or series of securities registered pursuant to Section 12(b) of the Act is registered on the New 
York Stock Exchange: 

Registrant Title of each class 

Cinergy Corp. Common Stock 

The Cincinnati Gas & Electric Company Cumulative Preferred Stock 4% 

PSI Energy, Inc. Cumulative Preferred Stock 4.32% 
Cumulative Preferred Stock 4.16% 
Cumulative Pref'e~red Stock 6-718 % 

The Union Light, Heat and Power Company None 



Securities registered pursuant to Section 12(g) of the Act: None 

Indicate by check mark whether each registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities 
Exchange Act of 1934 d u ~  ing the preceding 12 months (or for such shorter period that such registrant was required to file such 
reports), and (2) has been subject to such filing requirements for the past 90 days. 
Yes El No El 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 01 Regulation S-K is not contained herein, and will not 
be contained, to the best of registrants' knowledge, in definitive proxy 01 info~mation statelnents incorporated by reference in Part I11 
of this Form 10-K or any amendment to this Forin 10-K. 

Requirements pursuant to Item 405 of Regulation S-K are not applicable for The Union Light, Heat and Power Company. 

The IJnion Light, Heat and Power Company meets the conditions set forth in General Instruction I (])(a) and (b) of Form 10-K and 
is therefore filing this Form 10-K with the reduced disclosure format specified in General Instruction 1(2) of Form 10-K. 

Indicate by check mark whether each registrant is an accelerated filer (as defined in Rule 12b-2 of the Act). 

Cinergy Corp. Yes El No El 
The Cincinnati Gas & Electric Company Yes El No El 
PSI Energy, Inc. Yes El No El 
The Union Light, Heat and Power Company Yes El No El 

As of June 30,2004. the aggregate market value of the common equity of Cinergy Corp. held by non-affiliates (shareholders who are 
not directors or executive officers) was $6.8 billion. All of the common stock of The Cincinnati Gas & Electric Company and PSI 
Energy, Inc. is owned by Cinergy Corp., and all of the common stock of The IJnion Light, Heat and Power Company is owned by 
The Cincinnati Gas & Electric Company. As of January 3 1.2005, each registrant had the following shares of common stock 
outstanding: 

Registrant Description Shares 

Cinergy Corp. Par value $.01 per share 1 9 1,404,406 

The Cincinnati Gas & Electric Company Par value $8.50 per share 89,663,086 

PSI Energy, Inc. Without par value, stated value $.01 per share 53,913,701 

The Union Light, Heat and Power Company Par value $15.00 per share 585,333 



DOCUMENTS INCORPORATED BY REFERENCE 

Portions of the Proxy Statement of Cinergy Corp. and the Information Statement of PSI Energy, Inc. to be filed with the Securities 
and Exchange Commission in 2005 are incorporated by reference into Part 111 or this report 

This combined Form 10-K is separately filed by Cinergy Corp., 'The Cincinnati Gas & Electric Company, PSI Energy, Inc.. and 
The Union Light, Heat and Power Company. Infor~nation contained herein relating to any individual registrant is Filed by such 
registrant on its own behalf. Each registrant makes no representation as to information relating to registrants other than itself: 
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CAIJTIONARY STATEMENTS 

In this report Cinergy (which includes Cinergy Corp. and all of our regulated and non-regulated subsidiaries) is, at times, referred to 
in the first person as "we", "our", or "us". 

CAIJTIONARY STATEMENTS REGARDING FORWARD-LOOKING INFORMATION 

This document includes Solward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E 
of the Securities Exchange Act of 1934. Forward-looking siatcments arc based on management's beliefs and assumptions These 
forward-looking statements are identified by terms and phrases such as "anticipate", "believe", "intend", "estimate", "expect", 
"continue", "should, "could, "may", "plan", "project", "predict", "will", and similar expressions. 

Forward-looking statements involve risks and uncertainties that may cause actual results to be materially different from the results 
predicted. Factors that could cause actual results to diSSer materially from those indicated in any forward-looking statement include, 
but are not limited to: 

Factors aflecting operations, such as: 

(1) unanticipated weather conditions; 

(2) unscheduled generation outages; 

(3) unusual maintenance or repairs: 

(4) unanticipated changes in costs; 

(5) environmental incidents; and 

(6) electric transmission or gas pipeline system constrairits 

L,egislative and regulatory initiatives and legal developments. 

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

Financial or regulatory accounting principles including costs of compliance with existing and future environmental 
requirements. 

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

The performance of projects undertaken by our non-regulated businesses and the success of efforts to invest in and 
develop new opportunities. 

Availability of, or cost of, capital. 

o Employee workforce factors. 



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

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

We undertake no obligation to update the information contained herein. 



BUSINESS 

PART I 

ITEM 1. BUSINESS 

WEBSITE ACCESS TO REPORTS 

We make our annual report on Form 10-K, quarterly reports on Form 10-Q. current reports on Form 8-K, and amendments to those 
reports, filed or furnished pursuant to section 13(a) or 15(d) of the Securities Exchange Act of 1934 available free of charge on or 
through our internet website, www.cinergy .corn, as soon as reasonably practicable after we electronically lilc such material with, or 
furnish it to, the Securities and Exchange Commission (SEC). 

ORGANIZATION 

Cinergy Corp., a Delaware corporation organited in 1993, owns all outstanding common stock of The Cincinnati Gas & Electric 
Company (CG&E) and PSI Energy, Inc. (PSI), both of which are public utilities. As a result of this ownership, we are considered a 
utility holding company. Because we are a holding company with material utility subsidiaries operating in multiple states, we are 
rcgistered with and are subject to rcgulation by the SEC under the Public Utility Holding Company Act of 1935, as amended. Our 
othcr principal subsidiaries arc Cinergy Services, Inc. (Services) and Cinergy Investments, Inc. (Investments). 

CG&E, an Ohio corporation organized in 1837, is a combination electric and gas public utility company that provides service in the 
southwestern portion of Ohio and, through The Union Light, Heat and Power Company (IJL,H&P), i n  nearby areas of Kentucky. 
CG&E is responsible for the majority of our power marketing and trading activity. CG&E's principal subsidiary, ULH&P. a 
Kentucky corporation organized in 1901, provides electric and gas service in northern Kentucky. 

CG&E is in a market development period for residential customers and in the competitive retail electric market for non-residential 
customers, transitioning to deregulation of electric generation and a competitive retail electric service market in the state of Ohio. 
Applicable legislation governing the transition period provides for a market development (frozen rate) period that began January I, 
2001, ended December 31, 2004 for non-residential customers and is scheduled to end December 31,2005 for residential customers 
At the end of these market development periods, CG&E will not implement market rates. but rather a rate stabilization plan (RSP) 
approved by the Public Utilities Commission of Ohio (P'IJCO) that covers the period after the market development period through 
2008. The RSP, among other things, increases rates for environmental costs and capacity reserves and provides for a fuel and 
emission allowance tracker through 2008. See "Electric Industry" in "Item 7. Management's Discussion and Analysis of Financial 
Condition and Results of Operations (MD&A)" for the various filings that Icd to the PUCO's approval of CG&E's RSP, further 
details of the plan. and a discussion of key elements of Ohio deregulation. 

PSI, an Indiana corporation organized in 1942, is a vertically integrated and regulated electric utility that provides service in north 
central, central, and southern Indiana. 



The following table presents fu~ther information related to the operations of our domestic utility companies, CG&E, PSI, and 
ULH&P (our utility operating companies): 

Approximate 
Population 

Princi~al Line(s) of Business Maior Cities Served Served 

CG&E and 
subsidiaries 

e Generation, transmission, dist~ibution, and Cincinnati, OH 2,064,000 
sale of electricity Middletown, OH 

Covington, KY 
Florence, KY 
Newport, KY 

e Sale andlor transportation of natural gas 

e Electric cornn~odity marketing and trading 
operations 

PSI e Generation, transmission, distribution, and Bloomington, IN 2,283,000 
sale of electricity Carmel, IN 

Columbus, IN 
Kokomo, IN 
Lafayette, IN  
New Albany, IN 
Terre Haute, IN 

ULH&P(l) e Transmission, distribution, and sale 

(1) See "Generation - Fuel Supply and Emission Allowances" under the "Regulated section fbr further discussion of the 
possible transfer of generation assets. 

Services is a service company that provides our subsidiaries with a variety of centralized administrative, management, and support 
services. Investments holds most of our non-regulated, energy-related businesses and investments, including natural gas marketing 
and trading operations (which are primarily conducted through Cinergy Marketing and Trading, LP (Marketing & Trading), one of its 
subsidiaries). 

BUSINESS SEGMENTS 

We conduct operations through our subsidiaries and manage our businesses through the following three reportable segments: 

Commercial Business Unit (Commercial); 

Regulated Business Unit (Regulated); and 

* Power Technology and Infrastructure Services Business Unit (Power Technology and Infrastructure). 



The following section describes the activities of our business seglnents as of Deccrnber 31, 2004. 

See Note 16 of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data" for financial 
information by business segment. 

Commercial 

Commercial manages our wholesale generation and energy marketing and trading activilies. Commercial's wholesale generation 
consists of CG&E's electric generation in Ohio due to Ohio's transition to deregulation of elcctric generation and a co~npetilive retail 
servicc market. See "Electric Industry" in "Item 7. MD&A7' for further dctail of key elements of Ohio deregulation. Commercial also 
performs energy risk management activities, provides 



customized energy solutions and is responsible for all of our international operations. See the "Market Risk Sensitive Instruments" 
section of "Item 7. MD&A" for information on risks associated with these activities. 

Detail of Commercial's operations can be found in the following sections: 

e Generation - Fuel Supply and Emission Allowances - Describes Commercial's generation capacity, sources of fuel, 
and its various cost recovery mechanisms; 

e Trading Operations and Risk Management - Describes Commercial's energy marketing and trading activities in the 
United States and Canada: 

a Competition - Describes the key competitors to Commercial's various business operations; 

a Energy Services - Describes Commercial's operations consulting services and its operation of a synthetic fuel 
production facility; 

e International - Describes Commercial's operations outside of the United States; and 

a Revenue Data and Customer Base - Describes the primary revenue generators for the various business operations of 
Commercial. 

Generation - Fuel Supply and E~nission Allowarzces 

As of December 31, 2004, the total winter electric capacity (including our portion of the total capacity for the jointly-owned plants) c 
Commercial's domestic generating plants was 6,276 megawatts (MW). Approximately 67 percent of this generation portfolio is 
coal-fired. See "Item 2. Properties" for further discussion of the generating facilities. 

Each year CG&E purchases over 10 million tons of coal to generate electricity, primarily from mines located in Indiana, West 
Virginia, Ohio, Kentucky, Pennsylvania, Illinois, and Colorado. The price of coal has increased dramatically in 2004 as compared to 
2003. Contributing to the rise in the price of coal are (1) increases in demand for electricity, (2) environmental regulation, and (3) 
decreases in the number of suppliers of coal from prior years. To help mitigate the price fluctuation of coal, Cinergy has a general 
practice to procure a substantial portion of coal through fixed-price contracts of varying length. We hold fixed--price contracts that 
will source a substantial portion of our expected 2005 coal requirements. We evaluate the appropriate amount of contract coal and 
length of contracts based on market conditions, including pricing trends, volatility and supplier reliability. See "Contractual Cash 
Obligations" in "Item 7. MD&A" for further detail on CG&E's total commitment under fixed-price coal contracts. 

Commercial has natural gas-fired pealung plants that have a capacity of 1,766 MW. The fuel for these units is primarily obtained 
through the natural gas spot market as it is difficult to forecast the natural gas requirements for these plants. For further information 
on the risk of purchasing natural gas, see the "Market Risk Sensitive Instruments" section of'"1tem 7. MD&A. 

A joint operating agreement, effective in April 2002, allows Cinergy to jointly dispatch the regulated generating assets of PSI in 
conjunction with the deregulated generating assets of CG&E. Under this agreement, transfers of power between PSI and CG&E are 
generally priced at market rates. 

Commercial monitors alternative sources of coal and natural gas to assure a continuing availability of economical fuel supplies. As 
such, it will maintain its practice of purchasing a portion of coal and natural gas requirements on the open market and will continue to 
investigate least-cost coal options to comply with new and existing environmental requirements. Cinergy and CG&E believe that 
they can continue to obtain enough coal and natural gas to meet future needs. However, future environmental requirements may 
significantly impact the availability and price of these fuels. 



At times, Commercial purchases power to meet the energy needs of its customers. Factors that could cause Commercial to purchase 
power for its customers include generating plant outages, extreme weather conditions, summer reliability. growth, and price. We 
believe we can obtain enough purchased power to meet future needs. However, during periods of excessive demand, the price and 
availability of these purchases may be significantly impacted. 



Commercial emits sulfur dioxide (SO2) and nitrogen oxides (NOx) in the generation of electricity and maintains erriission allowances 
to offset their emissions in order to comply with NOX and SO2 emission reduction requirements. In 2004, the market prices of SO2 
allowarices rose more than 200 percent from 2003. Cinergy is continually evaluating market conditions and managing our overall 
cost structure through the addition of pollution control equipment, where economically feasible, and the use of emission allowance 
markets to help managc our emissions costs. 

Under CG&E7s new RSP, retail fuel and emission allowance costs will be recovered through a cost tracking mechanism that recovers 
costs that exceed the amount originally included in the rates frozen in CG&E7s earlier transition plan. CG&E will recover retail fuel 
and emission allowance costs consumed in serving rctail load and collect a Provider of Last Resort charge from non-residential 
customers from 2005 through 2008 and fiom ~esidential customers fiom 2006 through 2008. See "Electric Industry" in "Item 7. 
MD&A" for further detail of CG&E's RSP. 

Trading Operatiorzs aizd Risk Managemeitt 

Commercial's energy marketing and trading activities principally consist of Markcting & Trading's natural gas marketing and trading 
operations and CG&E7s power marketing and trading operations. In April 2002, CG&E and PSI executed a new joint operating 
agrecment whereby new power marketing and trading contracts since April 2002 are originated on behalf of CG&E only. 
Historically, such contracts were executed on behalf of CG&E and PSI jointly. 

Our domestic operations market and trade over-the-counter (an informal market where the buyinglselling of commodities occurs) 
contracts for the purchase and sale of electricity (primarily in the midwest region of the United States), natural gas, and other 
energy-related products, including coal and emission allowances. Our natural gas domestic operations provide services that manage 
storage, transportation, gathering. and processing activities. In addition, our domestic operations also market and trade natural gas and 
other energy-related products on the New York Mercantile Exchange. 

Marketing & Trading's natural gas marketing and trading operations also extend to Canada where natural gas marketing and 
management services are provided to producers and industrial customers. Our Canadian operations also market and trade 
over-the-counter contracts. 

See the "Market Risk Sensitive Instrurnents" section of "Item 7. MD&AW for information on risks associated with these activities. 

Chinpetition 

Commercial competes for wholesale contracts fbr the purchase and sale of electricity and natural gas. Commercial's main competitors 
include public utilities, power and natural gas marketers and traders, and independent power producers. 

Ertergy Services 

Commercial, through Cinergy Solutions Holding Company, Inc., is an on-site energy solutions and utility services provider. We 
provide utility systems construction, operation and maintenance of utility facilities, energy efficiencies and conservation consulting 
services, as well as cogeneration. Cogeneration is the simultaneous production of two or more forms of useable energy from a single 
fuel source. 

Commercial, through Cinergy Capital & Trading, Inc., owns a coal-based synthetic fuel production facility which converts coal 
feedstock into synthetic fuel fbr sale to a third party. As of December 31, 2004, Cinergy has produced arid sold approximately 7.8 
million tons of synthetic fuel at this facility. The synthetic fuel produced at this facility qualifies for tax credits (through 2007) in 
accordance with the Internal Revenue Code Section 29 if certain requirements are satisfied. The three key requirements are that (a) 



the synthetic fuel differs significantly in cliernical composition from the coal used to produce such synthetic fuel, (b) the fuel produced 
is sold to an unrelated entity 



and (c) the fuel was produced from a facility that was placed in service before July 1, 1998 For further information on the tax credit 
qualifications see Note 1 l(c)(iv) of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data". 

As of December 31,2004, we had ownership interests in (1) generation assets located in three countries capable of producing 
approximately 150 MW of electricity and 700 MW equivalents of steam; and (2) approximately 1,200 miles of gas and electric 
transmission and distribution systems through jointly-owned investments in two countries, through which we serve approximately 
8,500 transmission and distribution customers. These assets serve retail and wholesale customers by providing utility services 
including generation of electricity and heat as well as the distribution of gas and electric commodities. 

Reverzue Data arzd Cicstorner Base 

Commercial primarily recognizes revenues from generation plovided to customers in CG&E's service territory who have not 
switched to an alternative generation supplier under Ohio's electric deregulation market. Because rates are frozen during the market 
development period in Ohio, the majority of these revenues are under a fixed-price tariff. Under the Ohio customer choice program, 
CG&E's retail customers may choose their electric supplier. The percentage of customers switching to other electric suppliers and 
the related volume by customer class was as follows: 

MW Hours For the Switching 
MW at December 31 Years Ended December 31 Percentage at December 31(1) 

Revenue Class 2004 2003 2004 2003 2004 2003 

Residential 75 92 334,224 283,477 4.07 % 5.17% 
Commercial 339 374 1,722,822 1,654,061 19.17 % 21.55% 
Industrial 226 295 1,376,210 1,591,345 17.89 % 23.60% 
Other Public 

Authorities 89 91 284,214 265.039 19.09 % 19.95% 
Total 729 852 3,717,470 3,793,922 

(1) 'The residential switching percentage is based on annual energy consumption and the non-residential switching 
percentages are based on average monthly peak demand. 

Customer switching reduces retail revenues by the generation component of rates and shopping incentives. CG&E still collects 
transmission and distribution revenues from the delivery of electricity to switched custonlers (see Regulated section for further 
information). During the market development period, the reduction in revenues due to customer switching is mitigated by wholesale 
power sales from the freed-up generation capacity. For further discussion on Ohio deregulation and the recently approved RSP see 
"Electric Industry" in "Item 7. MD&A. 

Commercial's operating revenue is also derived by providing electricity at wholesale and trading electricity primarily in the midwest 
region of the United States. In addition, Commercial provides and trades natural gas primarily to wholesale customers across the 
United States. The majority of these customers are public utilities, power and natural gas marketers and traders, and independent 
power producers. 

Energy services operating revenues are derived primarily by providing steam, electricity, and operation and maintenance services to 
large industrial customers. 

No single Commercial customer provides more than 10 percent of total operating revenues. 



Regulated 

Regulated consists o f  PSI'S regulated generation and transmission and distribution operations, and CG&E and its subsidiaries' 
regulated electric and gas transmission and distribution systems. Regulated plans, constructs, operates, and maintains Cinergy's 
transmission and distribution systems and delivers gas and electric energy to consumers. Regulated also earns revenues from 
wholesale customers primarily by these custolners transmitting clectric power 



through Cinergy's transmission system. These businesses are subject to cost of' service rate making where rates lo be charged to 
customers are based on prudently incurred costs over a test period plus a reasonable rate of return. Regulated operated approximately 
48,000 circuit miles (the total length in miles of" separate circuits) of electric lines to provide regulated transmission and distribution 
service to approximately 1.5 million customers as of December 3 1, 2004. Regulated operated approximately 9,226 miles of gas mail:' 
(gas distribution lines that serve as a common source of supply for more than one service line) and service lines to provide domestic 
regulated transmission and distribution services to approximately 500,000 customers as of December 31, 2004. See "Item 2. 
Properties" for a further discussion of the transmission and distribution systems owned by our utility operating companies. 

Detail of Regulated's operations can be found in the following sections: 

e Generation - Fuel Supvl~  and Emission ~l lowances - Describes Regulated's generation capacity, sources of fuel, and 
its various cost recovery mechanisms; 

r Transmission and Distribution - Describes Regulated's agreements with the regional utilities and regional transmission 
organization (RTO) that coordinate the planning and operation of generation and transmission facilities and the 
associated cost recovery mechanisms; 

Gas Supvly - Describes Regulated's responsibility to purchase and deliver natural gas to native load (the total 
requirements of a wholesale utility's franchised retail market) customers and the mechanisms used to fulfill their 
responsibility; and 

e Revenue Data and Customer Base - Describes the primary revenue generators for the various business operations of' 
Regulated. 

Generation - Fuel Supply and Emission Allowa~tces 

As of December 31, 2004, the total winter electric capacity (including our portion of the total capacity for the jointly-owned plants) of 
Regulated's generating plants was 7,055 MW. Approximately 78 percent of this generation portfolio is coal-fired. See "Item 2. 
Properties" for a further discussion of the generating facilities. 

Each year PSI purchases over 15 rnillion tons of coal to generate electricity, primarily from mines located in Indiana, Pennsylvania, 
and Illinois. The price of coal has increased dramatically in 2004 as compared to 2003. The primary driving forces behind the 
increase in coal prices are (1) increases in demand for electricity, (2) environmental regulation, and (3) decreases in the number of 
suppliers of coal from prior years. To help mitigate the price fluctuation of coal, Cinergy has a general practice to procure a 
substantial portion of coal through fixed-price contracts of varying length. We hold fixed-price contracts that will source a 
substantial portion of our expected 2005 coal requirements. We evaluate the appropriate amount of contract coal and length of 
contracts based on market conditions, including pricing trends, volatility and supplier reliability. See "Contractual Cash Obligations" 
in "Item 7. MD&A" for further detail on PSI'S total commitment under fixed-price coal contracts. 

Regulated has natural gas-fired peaking plants that have a capacity of 1,263 MW. The fuel for these units is primarily obtained 
through the natural gas spot market as it is difficult to forecast the natural gas requirements for these plants. For further information 
on the risk of purchasing natural gas see the "Market Risk Sensitive Instruments" section of "Item 7. MD&A. 

A joint operating agreement, effective in April 2002, allows Cinergy to jointly dispatch the regulated generating assets of PSI in 
conjunction with the deregulated generating assets of CG&E. Under this agreement, transfers of power between PSI and CG&E are 
generally priced at market rates. 

At times, Regulated purchases power to meet the energy needs of its customers. Factors that could cause Regulated to purchase power 
for its customers include generating plant outages, extreme weather conditions, summer reliability, growth, and price. We believe we 
can obtain enough purchased power to meet future needs. However, during periods of excessive demand, the price and availability of 
these purchases may be significantly impacted. 



ULH&P purchases energy from CG&E pursuant to a contract effective January 1 ,  2002, which was approved by thc Federal Energy 
Regulatory Commission (FERC) and thc Kentucky Public Service Commission (KPSC). This five-year agreement is a negotiated 
fixed-rate contract with CG&E. 



The KPSC has conditionally approved a long-term electric supply plan for ULH&P that will replace the current contract with CG&E 
as previously discussed. Under this new plan, CG&E will transfer ownership of approximately 1,100 MW of electric generating 
capacity to ULH&P. 'The capacity is currently part 01 CG&E's generating assets used to service ULH&P under a multi-year 
wholesale power supply contract as previously discussed. ULH&P is currently seeking approval of the transaction from the SEC, " 

wherein the Ohio Consumers Counsel has intervened in opposition, and the FERC. The transfer., which will be paid for at net book 
value, will not affect current electric rates for ULH&P's customers, as power will be provided under the same terms as under the 
current wholesale power contract with CG&E through December 31, 2006. Assuming receipt of regulatory approvals, we would 
anticipate the transfer to take place in the second quarter of 2005. 

Cinergy is studying the feasibility of constructing a commercial integrated coal gasification combined cycle (IGCC) generating 
station to help meet increased demand over the next decade. PSI would own all or part of the facility and operate it. Cinergy will 
partner with Bechtel Corporation and General Electric Company to compl~te this study. An IGCC plant turns coal to gas, removing 
most of the SO:! and other emissions before the gas is used to fuel a combustion turbine generator. The technology uses less water and 
has fewer emissions than a conventional coal-fired plant with currently required pollution control equipment. Another benefit is the 
potential to remove mercury and carbon dioxide (CO2) upstream of the combustion process at a lower cost than conventional plants. 
If a decision is reached to move forward with constructing such a plant, PSI would seek approval from the Indiana Utility Regulatory 
Commission (IURC) to begin construction. If approved, we would anticipate the IURC's subsequent approval to include the assets in 
PSI'S rate base. 

Regulated monitors alternative sources of coal and natural gas to assure a continuing availability of economical fuel supplies. As 
such, it will maintain its practice of purchasing a portion of coal and natural gas requirements on the open market and will continue to 
investigate least-cost coal options to comply with new and existing environmental requirements. Cinergy and PSI believe that they 
can continue to obtain enough coal and natural gas to meet future needs. However, future environmental requirements may 
significantly impact the availability and price of these fuels. 

PSI recovers retail and a portion of its wholesale fuel costs from customers on a dollar-for-dollar basis through a cost tracking 
recovery mechanism (commonly referred to as a fuel adjustment clause). In addition to the fuel adjustment clause, PSI utilizes a 
purchased power tracking mechanism approved by the IURC for the recovery of costs related to certain specified purchases of power 
necessary to meet native load peak demand requirements to the extent such costs are not recovered through the existing fuel 
adjustment clause. 

Regulated emits SO2 and NOx in the generation of electricity and maintains emission allowances to offset their emissions in order to 
comply with NOX and SO:! emission reduction requirements. In 2004, the market prices of SO2 allowances rose more than 200 
percent from 2003. PSI utilizes a cost tracking mechanism as approved by the IURC allowing it to recover substantially all of its 
emission allowance costs from its customers. Cinergy is continually evaluating market conditions and managing our overall cost 
structure through the addition of pollution control equipment, where economically feasible, and the use of emission allowance markets 
to help manage our emissions costs. 

Trarzsrnissiorz and Distribution 

Cinergy (through our utility operating companies) and other non-affiliated utilities in a nine-state region are parties to the East 
Central Area Reliability Coordination (ECAR) Agreement. Through the ECAR Agreement, ECAR supports the planning and 
operation of generation and transmission facilides, which provides for reliability of regional bulk power supply. 

Cinergy (through our utility operating companies) is also a member of the Midwest Independent 'Transmission System Operator, Inc. 
(Midwest ISO), a RTO established in 1998 as a non-profit organization which maintains functional control over the combined 
transmission systems of its members. 

The Midwest IS0 is the provider for transmission service requested on the transmission facilities under its tariff. It is responsible for 
the reliable operation of those transmission facilities and the regional planning of new 





transmission facilities. The Midwest IS0  also will administer energy markets utilizing Locational Marginal Pricing (i.e., the energy 
price for the next MW may vary throughout the Midwest IS0 market based on transmission congestion and energy losses) as the 
methodology fbr relieving congestion on the transmission facilities under its functional control. ECAR will maintain the 
responsibility for establishing the level of operating reserves for those utilities participating in the ECAR Agreement and the operatic 
of the Automatic Reserve Sharing system upon the Midwest ISO's implementation of its Energy Markets Tariff". See "Electric 
Industry" in ""Iem 7. MD&A" for further detail regarding the Midwest IS0 energy markets. 

Transmission cost recovery mechanisms will be established under CG&E's ncw RSP to, among other things, permit CG&E to 
recover Midwest IS0  charges. CG&E also plans to file a distribution late case to recover certain distribution costs with rates to 
become effective January 1,2006 and has deferred certain costs in 2004 and will defer costs in 2005 pursuant to its RSP. See 
"Electric Industry" in "Item 7. MD&A" for further detail of CG&E's RSP. 

PSI has ~eceived IURC approval for the recovery ol Midwest IS0 costs and is cu11ent1y seeking IURC approval that would further 
define the mechanisms fol recovery of such costs. 



Tra~tsmission Syste~lt I~zterconnectio~~s 

The following map illustrates the interconnections between our electric systems and other electric systems. 

AREAS 



Gas Supply 

Regulated is responsible for the purchase and the subsequent delivery of natural gas to native load customers. Regulated's natural gas 
procurement strategy is to buy firm natural gas supplies (natural gas intended to be available at all times) and firm interstate pipeline 
transportation capacity during the winter season (November through March) and during the non-heating season (April through 
October) through a combination of firm supply and transportation capacity along with spot supply and interruptible transportation 
capacity. This strategy allows Regulated to assure reliable natural gas supply for its high priority (non-curtailable) firm customers 
during peak winter conditions and provides Regulated the flexibility to reduce its contract commitments if firm custolners choose 
alternate gas suppliers under Regulated's customer choicelgas transportation programs. In 2004, firm supply purchase commitment 
agreements provided approximately 63 percent of the natural gas supply, with the remaining gas purchased on the spot market. These 
lirm supply agreements feature two levels of gas supply, specifically (1) base load, which is a continuous supply to meet normal 
demand requirements, and (2) swing load, which is gas available on a daily basis to accommodate changes in demand due primarily to 
changing weather conditions. 

Regulated manages natural gas procurea~ent-price volatility mitigation programs for CG&E and ULH&P. These programs 
pre-arrange between 20-75 percent of winter heating season base load gas requirements and up to 50 percent of summer season base 
load requirements. CG&E and ULH&P use primarily fixed-price forward contracts and contracts with a ceiling and floor on the 
price. As of December 31,2004, CG&E and ULH&P, combined, had hedged approximately 60 percent of their winter 2004/2005 
base load requirements. See the "Gas Industry" section of'"1tem 7. MD&A for further information. 

Interstate pipelines either (1) transport gas purchased directly to the distribution systems or (2) inject gas purchased into pipeline 
storage facilities for future withdrawal and delivery. The majority of the gas supply comes from the Gulf of Mexico coastal areas of 
Texas and Louisiana. 

Revenue Data and Customer Base 

Regulated's generation revenue is derived from the fulfillment of its native load requirements. The percent of retail operating 
revenues derived from full service electricity and gas sales and transportation for each of the three years ended December 31 were as 
follows: 

Operating Revenues 
Registrant 2004 2003 2002 

Electric Gas Electric Gas Electric Gas 

Cinergy 76 % 24 % 76 % 24 % 81 % 19 % 
CG&E and subsidiaries 45 55 46 54 56 44 
PSI 100 - 100 - 100 - 
ULH&P 65 35 67 33 74 26 

Electric and gas sales are seasonal. Electricity usage in our service territory peaks during the summer and gas usage peaks during the 
winter. Air conditioning increases electricity demand and heating increases electricity and gas demand. 

The service territory of CG&E and its utility subsidiaries, including ULH&P, is heavily populated and is characterized by a stable 
residential customer base and a diverse mix of industrial customers. The territory served by PSI is composed of residential, 
agricultural, and widely diversified industrial customers. No single retail customer provides more than 10 percent of total operating 
revenues (electric or gas) for Regulated. 

Power Technology and Infrastructure 

Power Technology and Infrastructure primarily manages Cinergy Ventures, LLC (Ventures), Cinergy's venture capital subsidiary. 
Ventures identifies, invests in, and integrates new energy technologies into Cinergy's existing businesses, focused primarily on 
operational efficiencies and clean energy technologies. In addition, Power 





Technology and Infrastructure manages our investments in other energy infrastructure and telecommunication service providers. 

In March 2004, Cinergy announced that it would begin offering broadband over power l~ne  (BPL) services in  the C~ncinnati, Ohio 
area. BPL utilizes the low and medium voltage distribution lines of Cinergy to transmit high speed data and other digital information 
to and from the internet via home electrical outlets and can be used tor monitoring utility infrastructure. These serviccs are being 
offered through joint ventures created by Ventures and Current Communications Group LLC, marketing to Cinergy service territory 
and municipal and co-op util~ties throughout the United States. Ventures has invested approximately $18 million to datc. 

EMPLOYEES 

We have collective bargaining agreements with the International Brotherhood of Electrical Worke~s (IBEW), the United Steelworkers 
of America (USWA), the Utility Wo~kers Union of America (UWUA), and various international union organizations. 

The following table indicates the number of employees by classification at January 31, 2005: 

Classification CG&E(4) PSI ULH&P Cinergv(5) 

IBEW(1) 1,018 1,218 60 2,546 
US WA(2) 280 - 79 398 
UWUA(3) 387 -- 58 768 
Various Union Organizations - - - 355 
Non-Bargaining 198 354 19 3.775 

1,883 1,572 216 7,842 

(1) IBEW #I347 contract will expire on April 1,2006, IBEW #I393 contract will expire on May 1,2005, and IBEW #352 contract 
expired on February 5, 2005 and was replaced with a new contract set to expire on February 5, 2008. 

(2) USWA #I2049 and #5541-06 contracts will expire on May 15,2007. 

(3) Contract will expire on March 31, 2005. 

(4) CG&E and subsidiaries excluding ULH&P. 

(5) Includes 3,154 Services' employees who provide services to our operating utilities and other non-regulated companies. 

ENVIRONMENTAL MATTERS 

Cinergy is currently affected by several different issues which involve compliance with federal and state regulations regarding the 
protection of the environment including, but not limited to, reductions in mercury, NOx, and SO2 emissions. Cinergy is able to 
recover certain costs of this environmental compliance equipment through various trackers set up with Cinergy's respective state 
regulatory agencies. See the "Environmental Issues" section in "Item 7. MD&A for a discussion of these environmental issues and 
the estimated capital expenditures. 

FUTURE EXPECTATIONSITRENDS 

See the information appearing under the same caption in "Item 7. MD&AW for the followir~g discussions: 

* Regulatory Outlook and Significant Rate Developments; 



FERC and Midwest ISO; 

Gas Industry: and 

Other Matters. 



PROPERTIES 

ITEM 2. PROPERTIES 

COMMERCIAL BUSINESS UNIT (COMMERCIAL) 

Electric 

Dot~zestic Power Getzeratio~z 

Commercial's domestic power generating stations' total winter electric capacity, reflected in  megawatts (MW), as of December 31, 
2004, are shown in the table that fbllows. Cotnmercial's electriC generating plants are priniarily located in  Ohio and Kentucky and are 
wholly-owned or jointly-owned facilities. 

Natural 
Coal Gas Oil Total 

Commercialfl) Stations MW MW MW MW 

The Cincinnati Gas & Electric Company 
(CG&E) 9 4,186 736 324 5,246 

Cinergy Investments, Inc. (Investments)(2) 2 - 1.030 - 1.030 

Total 11 4.186 1,766 324 6.276 

(1) This table includes only our portion of the total capacity for the jointly-owned plants. 

(2) Represents natural gas peaking plants located in Tennessee and Mississippi, owned by Investments, that sell electricity 
on the wholesale market. 

During 2004, Commercial's electric generating plants. including those that we own but do not operate, performed reliably, as 
evidenced by our annual capacity factor of 68 percent and a utilization factor of 83 percent (excluding natural gas and fuel oil peaking 
stations) and an equivalent availability factor of 84 percent. A capacity factor is a percentage that indicates how much of a power 
plant's capacity is used over time. A utilization factor is a percentage that indicates how much of a power plant's capacity is used 
while being available. An equivalent availability factor is a percentage that indicates how much of a unit is available to generate 
compared to its potential maximurn generation. 



Below is a geographical map showing the locations of Commercial's generation plants. 
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Number Generation Plant Fuel Type M W Capacity 

Dick's Creek 
Woodsdale 
Miami Fort 
East Bend 
Bcckjord 
Wm. Zimmer 
J.M. Stuart 
Killen 
Conesville 
Brownsville 
Caledonia(1) 

Gas 
Gas 
Coal/Oil 
Coal 
Coal/Oil 
Coal 
Coal 
Coal 
Coal 
Gas 
Gas 
Total 

(1) Commercial's generation plant not included in the lnap is located in Caledonia, Mississippi. 



As of December 31, 2004, Cinergy had ownership intelests in  andlor operated 27 domestic cogeneration facilities capable of 
producing 5,357 MW of electricity, 4,303 MW equivalents of steam and 236 MW equivalents of chilled water. Cogeneration is the 
simultaneous ploduction of two or inore forms of useable energy from a single fuel source. During 2005, Cinergy anticipates 
completion of an expansion at one of our existing cogeneration facilities, which is expected to provide an additional 70 MW 
equivalents of steam and 42 MW equivalents of chilled water 



Syrztlzetic Fuel 

Cinergy Capital & Trading. Inc. owns a coal-based synthetic fuel production facility, which converts coal into synthetic fuel for sale 
to a third party. See "Synthetic Fuel Production" in "Item 7. MD&.A" for additional information regarding this business initiative. 

International 

As of Deccmbel- 31,2004, we had ownership interests in (1) generation asscts located in three countries capable of producing 
approximately 150 MW of electricity and 700 MW equivalents of steam; and (2) approximately 1,200 miles of gas and electric 
transmission and distribution systems through jointly-owned investments in two countries, through which we serve approximately 
8,500 transmission and distribution customers. These assets serve retail and wholesale customers by providing utility services 
including generation of electricity and heat as well as the distribution of gas and electric commodities. 

REGULATED BUSINESS UNIT (REGULATED) 

Electric 

Do~rtestic Power Generation 

Regulated's domestic power gencrating stations' total winter electric capacity, reflected in MW, as of December 31, 2004, are shown 
in the table that follows. The electric generating plants are located in Indiana and Ohio and are wholly-owned or jointly-owned 
facilities. 

Natural 
Coal Gas Oil Hydro Total 

Rezulated(1) Stations MW MW MW MW MW 

PSI I I 5,488 1.263 259 45 7,055 

(1) This table includes only our portion of the total capacity for the jointly-owned plants. 

During 2004. Regulated's electric generating plants, including those that we own but do not operate, performed reliably, as evidenced 
by our annual capacity factor of 74 percent and a utilization factor of 85 percent (excluding natural gas and file1 oil peaking stations) 
and an equivalent availability factor of 89 percent. A capacity factor is a percentage that indicates how much of a power plant's 
capacity is used over time. A utilization factor is a percentage that indicates how much of a power plant's capacity is used while being 
available. An equivalent availability factor is a percentage that indicates how much of a unit is available to generate compared to its 
potential maximum generation. 



Below is a geographical map showing the locations of Regulated's generation plants. 

Number Generation Plant 

1 Cayuga 
2 Wabash River 
3 Edwardsport 
4 Gibson 
5 Miami Wabash 
6 Noblesville 
7 Henry County 
8 Connersville 
9 Gallagher 
10 Markland 
11 Madison 

MW 
Fuel Type Capacity 

Coal/Gas/Oil 1,135 
CoalIOil 966 
CoalIOil 160 
Coal 2,844 
Oil 104 
Gas 310 
Gas 129 
Oil 98 
Coal 560 
Hydro 45 
Gas 704 

Total 7,055 



Trarur~tissiorz aitd Distribution 

Relevant inlormation for our utility operating companies' electric trans~nission and distribution systems located in Ohio, Kentucky, 
and Indiana is as follows: 

Electric Electric Substation 
Transmission Distribution Combined 

Registrant Systems Svstems Capacitv 
(circuit miles) (circuit miles) (kilovolt-an~peres)(l) 

CG&E and subsidiaries 
CG&E 1,561 16,743 21,121,288 
The Union Light, Heat and Power Company 

(IJLH&P) 106 2,883 1,419,878 
Othe~ subsidiari.es 40 - - 

Total CG&E and subsidiaries 1,707 19,626 22,54 1 , I  66 
PSI Energy, Inc. (PSI) 5.354 20,9 17 30.569.289 

Total 

(1) Kilovolt-amperes (1,000 volt-amperes) are a broad measure of our substation transformer capacity. 

At the end of 2004, our utility operating companies' electric systems were interconnected with 14 other utilities. Our electric 
transmission and distribution systems are designed and constructed to further the goal 01 providing reliable service to our customers. 
Every effort is made to ensule that sufficient facilities are in service to meet this goal without installing facilities beyond what is 
zquired to operate reliably and within the designed parameters. Through our ongoing review of these systems, enhancements are 
developed and constructed to meet our planning, loading, and reliability guidelines. This process allows us to prudently invest in 
capacity additions only when and where they are required. The Midwest Independent Transmission System Operator, Inc. (Midwest 
ISO) holds functional control of Regulated's transmission systems. 

Gas 

As of December 31. 2004, the natural gas translnission and distribution systems of Cinergy and CG&E and its subsidiaries had 
approximately 9,226 miles ol mains and service lines located in southwestern Ohio and northern Kentucky. Cinergy and CG&E and 
its subsidiaries also jointly own three underground caverns with a total storage capacity of approximately 23 million gallons of liquid 
propane (of which 18.7  nill lion gallons belongs to CG&E, including 7.5 million gallons belonging to ULH&P). As ol December 31, 
2004. Cinergy had 16.6 milliori gallons of liquid propane in storage (of which 14.4 million gallons belongs to CG&E. including 5.8 
million gallons belonging to ULH&P). This liquid propane is used in the three propanelair peak shaving plants located in Ohio and 
Kentucky. Propanelair peak shaving plants store propane and, when needed, vaporize the propane and mix with natural gas to 
supplement the natural gas supply during peak demand periods and emergencies. 

PEAK LOAD 

In July 2004, we experienced peak loads for the year of 10,911 MW, 4,998 MW, and 6,000 MW for Cinergy, CG&E, and PSI, 
respectively. Cinergy and CG&E set record peak loads of 11,305 MW and 5,311 MW in August 2002, respectively, while PSI set a 
record peak load of 6,088 MW in July 2002. 



LEGAL PROCEEDINGS 

ITEM 3. LEGAL PROCEEDINGS 

CLEAN AIR ACT (CAA) LAWSUI'I' 

In November 1999, and through subsequent amendments, the United States brought a lawsuit in the United States Federal District 
Court for the Southern District of Indiana (District Court) against Cinergy, CG&E, and PSI alleging various violations of the CAA. 
Specifically, the lawsuit alleges that we violated the CAA by not obtaining Prevention of Significant Deterioration (PSD), 
Non-Attainment New Source Review (NSR), and Ohio and Indiana State Implementation Plans (SIP) permits for various projects at 
our owned and co-owned generating stations. Additionally, the suit claims that we violated an Administrative Consent Order entered 
into in 1998 between the Environmental Protection Agency (EPA) and Cinergy relating to alleged violations of Ohio's SIP provisions 
governing particulate matter at Unit 1 at CG&E's W.C. Beckjord Generating Station (Beckjord Station). The suit seeks (1) injunctive 
relief to require installation of pollution control technology on various generating units at CG&E's Becljord Station and Miami Fort 
Station, and PSI'S Cayuga Generating Station, Gallagher Generating Station, Wabash River Generating Station, and Gibson 
Generating Station (Gibson Station), and (2) civil penalties in amounts of up to $27,500 per day for each violation. In addition, three 
northeast states and two environmental groups have intervened in the case. The case is currently in discovery, and the District Court 
has set the case for trial by jury commencing in February 2006. 

In March 2000, the United States also filed in the District Court an amended complaint in a separate lawsuit alleging violations of the 
CAA relating to PSD, NSR, and Ohio SIP requirements regarding various generating stations, including a generating station operated 
by Columbus Southern Power Company (CSP) and jointly-owned by CSP, The Dayton Power. and Light Company (DP&L), and 
CG&E. The EPA is seeking injunctive relief and civil penalties of up to $27,500 per day for each violation. This suit is being 
defended by CSP. In April 2001, the District Court in that case ruled that the Government and the intervening plaintiff environmental 
groups cannot seek monetary damages for alleged violations that occurred prior to November 3, 1994; however, they are entitled to 
seek injunctive relief for such alleged violations. Neither party appealed that decision. 

In addition, Cinergy and CG&E have been informed by DP&L that in June 2000, the EPA issued a Notice of Violation (NOV) to 
DP&L for alleged violations of PSD, NSR, and Ohio SIP requirements at a generating station operated by DP&L and jointly-owned 
by CG&E. The NOV indicated the EPA may (1) issue an order requiring compliance with the requirements of the Ohio SIP, or (2) 
bring a civil action seeking injunctive relief and civil penalties of up to $27,500 per day for each violation. In September 2004, 
Marilyn Wall and the Siersa Club brought a lawsuit against Cinergy, DP&L and CSP for alleged violations of the CAA at this same 
generating station. 

We are unable to predict whether resolution of these matters would have a material effect on our financial position or results of 
operations. We intend to vigorously defend against these allegations. 

CARBON DIOXIDE (CO2) LAWSUIT 

In July 2004, the states of Connecticut, New York, California, Iowa, New Jersey, Rhode Island, Vermont, Wisconsin, and the City of 
New York brought a lawsuit in the United States District Court for the Southern District of New York against Cinergy, American 
Electric Power Company, Inc., American Electric Power Service Corporation, The Southern Company, Tennessee Valley Authority, 
and Xcel Energy Inc. That same day, a similar lawsuit was filed in the United States District Court for the Southern District of New 
York against the same companies by Open Space Institute, Inc., Open Space Conservancy, Inc., and The Audubon Society of New 
Hampshire. These lawsuits allege that the defendants' emissions of COa from the combustion of fossil fuels at electric generating 
facilities contribute to global warming and amount to a public nuisance. The complaints also allege that the defendants could generate 
the same amount of electricity while emitting significantly less COa. Plaintiffs are seeking an injunction requiring each defendant to 
cap its COa emissions and then reduce them by a specified percentage each year for at least a decade. Cinergy intends to defend these 
lawsuits vigorously in court and filed motions to dismiss with the other defer~dar~ts in September 2004. We are not able to predict 
whether resolution of these matters would have a material effect on our financial position or results of operations. 



SELECTIVE CATALYTIC REDUCTION UNITS (SCR) AT GIBSON GENERATING STATION 

In May 2004, SCRs and other pollution control equipment became operational at IJnits 4 and 5 of PSI's Gibson Station in accordance 
with colnpliance deadlines under the NOx SIP Call. In June and July 2004, Gibson Station temporarily shut down the equipment on 
these units due to a concern over an acid aerosol mist haze (plunie) sometimes occurring in  areas near the plant. Portions of the plume 
from those units' stacks appeared to break apart and descend to ground level at certain times under certain weather conditions. As a 
result, and, working with the City of Mt. Carmel. Illinois, Illinois EPA, Indiana Department of Environmental Managcrhcnt (IDEM), 
EPA, and the State of Illinois, we developed a protocol regarding the use of the SCRs while we explored alternatives to address this 
issue. After the protocol was finalized. the Illinois Attorney General brought an action in Wabash County Circuit Court against PSI 
seeking a preliminary injunction to enforce thc protocol. In August 2004. the court granted that preliminary in.junction. PSI is 
appealing that decision to the Fifth Distlict Appellate Court. but we cannot predict the ultimate outcome of that appeal 01 of the 
underlying action by the Illinois Attorney General. 

We will seek recovery of any related capital as well as increased emission allowance expenditures through the regulatory process. We 
do not believe costs related to resolving this matter will have a material impact on our financial position or results of operations. 

ZIMMER GENERATING STATION (ZIMMER STATION) LAWSIJIT 

In November 2004, a citizen of the Village of Moscow, Ohio, the town ad,jacent to CG&E's Zimmer Station, brought a purported 
class action in the United States District Court for the Southern District of Ohio seeking monetary damages and injunctive relief 
against CG&E for alleged violations of the CAA. the Ohio SIP, Ohio laws against nuisance and common law nuisance. CG&E filed 
a motion to dismiss the lawsuit on primarily procedural grounds and we intend to detend against these claims vigorously. At this time, 
we cannot predict whether the outcome of this matter will have a material impact on our financial position or result of operations. 

MANIJFACTIJRED GAS PLANT (MGP) SITES 

Coal tar residues, related hydrocarbons, and various metals have been found in at least 22 sites that PSI or its pledecessors previously 
owned and sold in a series of transactions with Northern Indiana Public Service Company (NIPSCO) and Indiana Gas Company, Inc. 
(IGC). The 22 sites are in the process of being studied and will be remediated, if necessary. In 1998 NIPSCO, IGC, and PSI entered 
into Site Participation and Cost Sharing Agreements to allocate liability and responsibilities between them. The IDEM oversees 
investigation and cleanup of all or these sites. Thus far, PSI has primary responsibility for investigating, monitoring and, if necessary, 
remediating nine of these sites. In December 2003, PSI entered into a voluntary remediation plan with the state of Indiana, providing 
a formal framework for the investigation and cleanup of the sites. 

In April 1998, PSI filed suit in Hendricks County in the state of Indiana against its general liability insurance carriers. PSI sought a 
declaratory judgment to obligate its insurance carriers to ( I )  defend MGP claims against PSI and compensate PSI for its costs of 
investigating, preventing, mitigating, and remediating damage to property and paying claims related to MGP sites; or (2) pay PSI's 
cost of defense. The trial court issued a variety of rulings with respect to the claims and defenses in the litigation. PSI appealed 
certain adverse rulings to the Indiana Court of Appeals and the appellate court remanded the case to the trial court. PSI settled its 
claims with all but one of the insurance carriers in January 2005 prior to commencement of the trial. With respect to the lone 
insurance carrier, a jury returned a verdict against PSI in February 2005. PSI is considering whether to appeal this decision. At the 
present time, PSI cannot predict the outcome of this litigation i t  it  were to appeal the decision. 

PSI has accrued costs related to investigation, remediation. and groundwater monitoring for those sites where such costs are probable 
and can be reasonably estimated. We will continue to investigate and remediate the sites as outlined in the voluntary remediation 
plan. As additional facts become known and investigation is completed, we will assess whether the likelihood of incussing additional 
costs becomes probable. Until all investigation and remediation is complete, we are unable to determine the overall impact on our 
financial position or results of operations. 

CG&E and UI,H&P have performed site assessments on certain of their sites where we believe MGP activities have occurred at some 
point in the past and have found no imminent risk to the environment. At the present time, 





CG&E and UI,H&P cannot predict whether investigation andlor remediation will be required in the future at any of these sites 

ASBESTOS CLAIM LITIGATION 

CG&E and PSI have been named as defendants or co-defendants in lawsuits related to asbestos at their electric gencrating stations. 
Currently, there are approximately 100 pending lawsuits. In these lawsuits, plaintiffs claim to have been exposed to 
asbestos-containing products in the course of their work at the CG&E and PSI generating stations. The plaintiffs further claim that 
as the property ownel of the generating stations, CG&E and PSI should be held liable for their injuries and illnesses based on an 
alleged duty to warn and protect them from any asbestos exposure. A majority of the lawsuits to date have been brought against PSI. 
The impact on CG&E's and PSI's financial position or results of operations of these cases to date has not been material. 

Of these lawsuits, one case filed against PSI has been tried to verdict. The jury returned a verdict against PSI in the amount of 
approximately $500,000 on a negligence claim and a verdict for PSI on punitive damages. PSI received an adverse ruling in its initial 
appeal 01 the negligence claim verdict, but the Indiana Supreme Court accepted the transfer of the case and heard oral argument in 
June 2004. In addition, PSI has settled a number of other lawsuits for amounts, which neither individually nor in the aggregate, are 
material to PSI's financial position or results of operations. 

At this time, CG&E and PSI are not able to predict the ultimate outcome of these lawsuits or the impact on CG&E's and PSI's 
financial position or results of operations. 

We cussently, and from time to time, are involved in lawsuits, claims, and complaints incidental to the conduct of our business. In the 
opinion of management, no such proceeding is likely to have a material adverse effect on us. 

See Note 1 1  of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data" for further information 
regarding our commitments and contingencies. 



SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

No matters were submitted to a vote of security holders of Cinergy, The Cincinnati Gas & Electric Company, or PSI Ehergy, Inc 
du~ing the fourlh quarter of 2004. 



MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER 
PURCHASES OF EQUITY SECURITIES 

PART I1 

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQIJITY, RELATED STOCKHOLDER MATTERS AND ISSIJER 
PURCHASES OF EQIJITY SECIJRITIES 

Cinergy Corp.'s common stock is listed on the New York Stock Exchange. The high and low stock prices for each quarter for the 
past two years arc indicated below: 

2004 
First Quarter 
Second Quarter 
Third Quarter 
Fourth Quarter 

2003 
First Quarter 
Second Quarter 
Third Quarter 
Fourth Quarter 

Low 

Cinergy Corp. holds all outstanding common stock of The Cincinnati Gas & Electric Company (CG&E) and PSI Energy, Inc. (PSI), 
and CG&E Iiolds all of the common stock of The TJniori Light, Heat and Power Company (UI,H&P). Therefore, no public trading 
market exists for the common stock of CG&E, PSI, and ULH&P. 

As of January 31,2005, Cinergy Corp. had 45,628 shareholders of record. 

Cinergy Corp. declared dividends on its common stock of $.47 and $.46 per share for each quarter of 2004 and 2003, respectively. 
The quarterly dividends paid to Cinergy Corp. by CG&E and PSI, and to CG&E by IJL,H&P for the past two years were as follows: 

Registrant Ouarter 

PSI 

First 
Second 
Third 
Fourth 

First 
Second 
Third 
Fourth 

First 
Second 
Third 
Fourth 

2004 2003 
(in thousands) 



On January 14, 2005, the Board of Directors of Cinergy Corp. declared dividends on its common stock of's.48 per share, payable 
February 15,2005, to shareholders of'record at the close ol'business on February 1,2005. 

See "Dividend Restrictions" in "Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations" for 
a brief description of the registrants' common stock dividend restrictions. 



The number of shares (or units) provided in the table below represent shares exchanged in connection with elnployee option exercises 
and shares purchased by the plan trustee on behalf of the 401 (k) Excess Plan. 

(c) Total Number of 
Shares (or Units) 

(a) Total Number of I'urchased as Part of 
Shares (or Units) (b) Average Price Paid Publicly Announced 

Period Purchased per Share (or Unit) Plans o r  Proarams 

October 1 -October 31 
November 1 - November 30 
December 1 - December 3 1 

(d) Maximum Number 
(or Approximate 
Dollar Value) of 

Shares (or Units) that 
May Yet Be I'urchased 

Under the Plans o r  
Programs 



SELECTED FINANCIAL DATA 

ITEM 6. SELECTED FINANCIAL DATA 

2004 2003 2002 2001 2000 
(in millions, except per share amounts) 

Cinergy(1) 
Results of Operations: 

Operating rcvenues $ 4,688 $ 4,416 $ 4,059 $ 3,950 $ 3,752 
Income bcfore discontinued operations and cumulative effect of changes 

in accounting principles 401 435 397 457 400 
Discontinued operations, net of tax(2) - 9 (25) (15) 

- - 
(1) 

Cumulative effect of changes in accounting principles, net of tax(3) 26 (11) - 
Net income 401 470 361 442 399 

Per Share Data: 
Earnings per common share (EPS) - basic: 
Income before discontinued operations and cumulative effect of changes 

in accounting principles 2.22 2.46 2.37 2.87 2.52 
Disconti~iued operations, net of tax(2) - 0.05 (0.15) (0.09) (0.01) 
Cumulative effect of changes in accounting principles, net of tax(3) - 0.15 (0.06) - - 
Net income 2.22 2.66 2.16 2.78 2.51 

EPS - diluted: 
Income befo~e discontinued operations and cumulative effect of changes 

in accounting principles 2.18 2.43 2.34 2.84 2.5 1 
Discontinued operations, net of tax(2) - 0.05 (0.15) (0.09) (0.01) 
Cumulative effect of changes in accounting principles, net oftax(3) - 0.15 (0.06) - - 
Net income 2.18 2.63 2.13 2.75 2.50 

Cash dividends declared per share 1.88 1.84 1.80 1.80 1.80 

Balance Sheet Data (at end of period): 
Total assets from continuing operations 14,982 14,114 13,685 12,558 12,604 
Total assets from discontinued operations - 5 14'7 234 197 

14,982 14,119 13,832 12,792 12,801 
Long-term debt (including amounts due within one year) 4,448 4,971 4.188 3.656 2,868 

The Cincinnati Gas & Electric Company (CG&E) 
Results of Operations: 

Operating revenues $ 2,511 $ 2,382 $ 2,137 $ 2,247 $ 2,101 
Income before cumulative effect of changes in accounting principles 257 300 264 327 267 
Cumulative effect of changes in accounting principles, net of tax(4) - 3 1 - - - 

Net income 257 33 1 264 327 267 

Balance Sheet Data (at end of period): 
Total assets 6,232 5,809 5,751 5,559 6,182 
Long-term debt (including amounts due within one year) 1,594 1.569 1,690 1.205 1.206 

PSI Energy, Inc. (PSI) 
Results of Operations: 

Operating revenues $ 1,754 $ 1,603 $ 1,611 $ 1,574 $ 1,512 
Income before cumulative effect of a change in accounting principle 165 134 214 162 135 
Cumulative effect of a change in accounting principle, net of tax(5) -0 - - - 

Net income 165 133 214 162 135 

Balance Sheet Data (at end of pkriod): 
Total asscts 5,450 5,140 4,539 4,864 4,906 
Long-term debt (including amounts due within one year) 1,874 1,720 1,372 1,348 1,113 

(1) The results of Cinergy also include amounts related to non-registrants 



(2) See Note 14 of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supple~ncntary Data" for further 
explanation. 

(3) In 2003, Cinergy recognized a gain/(loss) on cumulative effect of changes in  accounting principles of $39 million (net of tax) and 
$(13) inillion (net of tax) as a result oi the reversal of accrued cost ot removal for non-regulated generating assets and the change 
in accounting of certain energy related contracts from fair value to accrual. In 2002. Cinergy recognized a cumulative effect of a 
change in accounting principle of $ ( I  I )  million (net or tax) as a result of an impairment charge for goodwill related to certain of 
our international assets. 

(4) In 2003, CG&E recognized a gain/(loss) on cumulative effect of changes i n  accounting principles of $39 million (net of tax) and 
$(8) million (net of tax) as a result of the reversal ol accrued cost of removal for non-regulated generating assets and the change 
in accounting of certain encrgy related contlacts from fair value to accrual. 

(5) In 2003, PSI recogni~ed a loss on cumulative eflcct of a change in  accounting principle of$(I)  million (net of tax) as a result of a 
change in accounting of certain encrgy related contracts from fail value to accrual. 



MD&A - EXECU'I'IVE SUMMARY 

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF  FINANCIAL CONDITION AND RESULTS OF  
OPERATIONS 

In this report, Cinergy (which includes Cinergy Corp. and all of its iegulated and non-regulated subsidiaries) is, at times, referred to 
in the first person as "we", "our", or "us". 

The following discussion should bc read in conjunction with thc accompanying financial statements and rclatcd notes included 
elsewhere in this report. We have reclassified certain prior-year amounts in the financial statcmcnts of Cinergy, The Cincinnati Gas 
& Electric Company (CG&E), PSI Energy, Inc. (PSI), and The Union Light, Heat and Power. Company (ULH&P) to conform to 
current presentation. The following discussions of results are not necessarily indicative of the results to be expected in any future 
period 

EXECUTIVE SUMMARY 

In Management's Discussion and Analysis of Financial Condition and Results of Operations (MD&A), we explain our general 
operating environment, as well as our results of operations, liquidity, capital resources, Suture expectations/trends, market risk 
sensitive instruments, and accounting matters. Specifically, we discuss the fbllowing: 

factors affecting current and future operations; 

rn why results changed from period to period; 

0 potential sources of cash for future capital expenditures; and 

how these items affect our overall financial condition. 

Financial Highlights 

Net income for Cinergy for the years ended December 3 1,2004, and 2003 was as follows: 

2004 2003 Change % Change 
(in millions) 

Net income 9; 401 $ 470 $ (69 ) (15 )% 

The decrease in net income was primarily due to the following factors: 

* Higher operating costs due, in part, to increases in costs for employee labor and benefits, production maintenance, and 
the implementation of a continuous improvement initiative; 

Lower margins from the sale of electricity in the Commercial Business Unit (Commercial) primarily due to higher fuel 
and emission allowance costs; 

- Impairment and disposal charges on certain investments primarily in the Power Technology and Infrastructure Services 
Business Unit (Power Technology and Infrastructure); and 

a Net gains recognized in 2003 resulting from the implementation of certain accounting changes and the disposal of 
discontinued operations. 



These decreases were partially offset by: 

A higher price received per megawatt hour (MWh) resulting from the Indiana Utility Regulatory Commission's (IIJRC) 
approval ol PSI'S base retail electric rate increase in May 2004; 

Growth in non-weather related demand for electricity; 

* An increase in gross masgins on power marketing, trading. and origination contracts; and 

A gain related to a Power Technology and Inlrastructure investment. 

For Purther information, see "2004 Results of Operations - Cinergy". 



Forward-looking Challenges and Risks 

Cinergy faces many uncertainties with regard to future environmental legislation and the impact ofthis legislation on our generating 
assets and our decisions to construct new assets. In two separate rulemakings, the Environmental Protection Agency (EPA) has 
proposed significant reductions in  sulfur dioxide (SO?), nitrogen oxides (NOx) and mercury emissions from power plants, neither of 
which have been finalized. Additionally, multi-emissions reductions legislation could be passed in  2005 that rnay take the place of 
these proposed rulemalungs. In 2004, Cinergy's utility operating companies began an environmental construction program to reduce 
overall plant emissions that is estimated to cost approxirnately $1.8 billion over the next five years. We believe that our construction 
program optimally balances these uncertainties and provides a level of emission reduction that will be required andlor economical to 
Cinergy under a variety of possible regulatory outcomes. See "Environmental Issues" in "Liquidity and Capital Resources" for 
further information. 

Regulatory Challenges 

Ohio has enacted electric generation deregulation legislation. CG&E's residential customers are in a market development period 
through 2005, during which prices are fixed, while non-residential customers are under a recently approved rate stabilization plan 
(RSP) that runs through December 31, 2008. Residential customers will be under the RSP beginning in 2006, also ending in 2008. At 
this time. it is difficult to predict how the regulatory environment will look after the rate stabilization period ends. To date, 
deregulation in Ohio has not progressed as originally anticipated and the Ohio General Assembly may consider re-regulation laws as 
early as 2005. However, the possibility of deregulation or a hybrid of' both deregulation and regulation still exists. These regulatory 
uncertainties are particularly challenging as we attempt to address short-term and long-term generation capacity needs as well as 
environmental requirements previously discussed. See "Regulatory Outlook and Significant Rate Developments" in "Future 
ExpectationslTrends" for further discussior~ of these risks and uncertainties. 

Midwest Zizdependerzt Transnzission Systenz Operator, IIZC. (Midwest [SO) Energy Markets 

The projected implementation date is April 1. 2005 for the Midwest IS0 to begin operating under the Energy Markets Tariff 
(sometimes refened to as a Locational Marginal Pricing (LMP) market or MIS0 Day 2 market). The implementation of an LMP 
market will introduce new scheduling requirements, new products for mitigating transmission congestion risks, and new pricing points 
for the purchase and sale of power. Cinergy is in the process of preparing for the implementation and the Midwest IS0  is currently 
conducting market trials and testing of the Energy Markets. This is a significant undertaking by the Midwest IS0  and its stakeholders 
and testing is not yet complete. See "Midwest IS0 Energy Markets" in "Future Expectations/Trends" for further details regarding 
these new markets. 

Rising Coal and Er?zission Allowance Prices 

The prices of coal and SO2 allowances have increased dramatically in  2004. as compared to 2003. Contributing to the increases in 
coal and SO2 prices have been ( 1 )  increases in demand for electricity, (2) environmental regulation, and (3) decreases in the number of 
suppliers of coal from prior years. Since rates have been frozen for non-residential customers through 2004 and residential customers 
ttirough 2005, pursuant to Ohio deregulation, these increases in coal and emission allowance prices could not be recovered through 
rates. The impact of these price increases on earnings is discussed in  more detail in "Results of Operations". See "Cetzeration 
Portfolio Risks" in "Market Risk Sensitive Instruments" for infbrrtlation on how we plan to mitigate these risks going forward. 



MD&A - 2004 RESIJLTS OF OPERATIONS - CINERGY 

2004 RESULTS OF OPERATIONS - CINERGY 

Gross Margins 

Given the dynamics of our business, which include regulatory revenues with directly offsetting expenses and commodity trading 
opclations for which results are primarily reported on a net basis, we have concludcd that a discussion of our results on a gross margin 
basis is most appropriate. Electric gross margins represent electric operating revenues less the lelated direct costs of hel ,  emission 
allowances, and purchased powcr. Gas gross margins represent gas operating revenues less the related direct cost 01 gas pu~chased. 
Within each of these areas, we will discuss the key drivers of our results. Gross malgins for Cinergy for the Regulated Business 'IJnit 
(Regulated) and Commercial for the years ended December 31, 2004, and 2003 were as lollows: 

Cinergv 
Regulated Comniercial 

2004 2003 Change % Change 2004 2003 Chanpe % Change 
(in millions) 

Electric gross margin(]) $ 1,656 $ 1,469 $ 187 13% $ 637 $ 714 $ (77) (1 I)% 
Gas gross margin(2) 263 244 19 8 92 - 8 8 4 5 
Total gross margin $ 1,919 $ 1,713 Y; 206 12 $ 729 $ 802 $ (73) (9) 

(1) Electric gross margin is calculated as Electric operating reverzzles less Fuel, er7lissiorl allo\varlces, arld purchased 
potver expense from the Statements of Income. 

(2) Gas gross margin is calculated as Gas operating reverzues less G ~ J  plcrchased expense from the Statements of 
Income. 

Cooling degree days and heating degree days are metrics commonly used in the utility industry as a measure of the impact weather has 
on results of operations. Cooling degree days and heating degree days in Cinergy's service territory for the years ended December 
3 1,2004, and 200.3 were as follows: 

Cinergy 
2004 2003 Change % Change 

Cooling degree days(1) 882 83 1 5 1 6 %  
Heating degree days(2) 5,006 5,316 (310 ) (6 ) 

(1) Cooling degree days are the differences between the average temperature for each day and 65 degrees, assuming the 
average temperature is greater than 65 degrees. 

(2) Heating degree days are the differences between the average temperature for each day and 65 degrees, assuming the 
average temperature is less than 65 degrees. 

The change in cooling degree days and heating degree days did not have a material effect on Cinergy's gross margins for the year 
ended December 3 1,2004, as compared to 2003. 

Regulated Gross Margins 

The 13 percent increase in Regulated's electric gross margins was primarily due to the following factors: 



An approximate $80 million increase resulting from a higher pricc received per MWh due to PSI'S base retail electric 
rate increase in May 2004; and 

An approximate $32 million increase due to growth in non-weather related demand. 

The eight percent increase in Regulated's gas gloss margins was primarily due to an approximate $16 million increase in taritf 
adjustments mainly associated with the gas main ~cplacement plogram. Partially offsetting this increase was an approximate $7 
million decrease reflecting a decline in non-weather related demand. 



Gross Margirls 

The 1 1  percent decrease in Commercial's electric gross margins was primarily due to the following factors: 

* An approximate $51 Inillion increase in CG&E's average price of fuel without a matching increase in the price of 
power charged to custolners (the majority ol which were under fixed price contracts); and 

An approxiinate $62 million increase in emission allowance costs, primarily due to increases in SO2 emission allowance 
market prices, without a matching increase in the price of power charged to customers. The number of SO2 emission 
allowances used also increased in 2004. 

Partially ofTsetting these decreases were: 

An approximate $24 million increase in gross margins on power marketing, trading, and origination contracts 
attributable to higher margins on physical and financial trading, primarily related to regional spreads between the mideast 
and midwest markets; and 

An approximate $15 million increase due to growth in non-weather related demand. 

Commercial's gas gross margins under generally accepted accounting principles (GAAP) and Commercial's adjusted gas gross 
margins were relatively flat in 2004, as compared to 2003, although volatility during 2004 was significant due to timing differences in 
revenue recognition between physical storage activities and the associated derivative contlacts that hedge the physical storage. We 
evaluate the results of our gas marketing and trading business on an economic basis, which we term "adjusted gas gross margins". 

Our gas marketing and trading business regularly hedges its price exposure of natural gas held in storage by selling derivative 
contracts for winter month delivery. The majority of the gas held in storage is designated as being hedged under Statement of 
Financial Accounting Standards No. 1'33's, Accoz~rztirzg for Derivative Iizstru~~ze~zrs and Hedgirzg Activities (Statement 133), fair value 
hedge accounting model, which allows the gas to be accounted for at its fair value (based on spot prices). Under GAAP, the derivative 
contracts hedging the gas are accounted for at fair value (based on forwald winter prices). Conversely, the agreements with pipelines 
to store this natural gas until the winter periods are not derivatives and are not adjusted for changes in fair value (see footnote 1 in the 
table below). 

For a more complete understanding of our gas marketing and trading results, we have prepared the following table, which reconciles 
the gas margins under GAAP, the impact of adjusting these margins for the fair value of pipeline agreements and certain gas held in 
storage, and the resulting adjusted gas gross margins: 

2004 2003 Change 
(in millions) 

Gas margins, as reported (GAAP) $ 92 $ 88 $ 4 

Fair value adjustments not recognized under 
GAAP(1) (7 (5  ) (2 ) 

Adjusted gas gross margins $ 85 $ 83 $ 2 



(1) Relates to fair value of storage agreements. The value of a storage agreement is the ability to store and optimize gas 
between periods of lower prices (typically summer) and periods of' higher prices (typically winter). A large component of 
the fair value is therefore the differences between winter prices and spot prices. As this spread gets wider, the value of a 
storage agreement increases. 



Other Operating Revenues and Costs of Fuel Resold 

The 41 percent increase in Otl~er Operating Reverzues was primarily due to the following factors: 

An approxilnate $67 million increase in Commercial's revenues from coal origination resulting from increases in coal 
prices and the number of coal origination contracts. Coal origination includes contract structuring and marketing of 
physical coal; and 

An approximate $28 million increase in Commercial's revenues from the sale of synthetic fuel. 

Costs offile1 resold includes Commercial's costs of coal origination activities and the production of synthetic fuel. These costs have 
incrcased in 2004, which is consistent with the increases in  the associated revenues as previously discussed. 

The following explanations correspond with the line items on the Statelnents of Income for Cinergy. However, only the line items 
that varied significantly from prior periods are discussed. 

Other Operating Expenses 

Cinergy 
2004 2003 Change % Change 

(in millions) 

Operation and maintenance $ 1,282 $ 1,119 $ 163 15 % 
Depreciation 460 399 61 15 
Taxes other than income taxes 254 250 4 2 

Total $ 1,996 $ 1,768 ,R 228 13 

Operatiort artd Mairzte~zance 

The 15 percent increase in Opemtion and r~zainterzarzce expense was primarily due to the following factors: 

- Costs primarily associated with employee labor and benefits increased approximately $50 million. Labor and benefit 
costs increased approximately six percent; 

Maintenance expenses, primarily production related, were higher by approximately $26 million; 

* An approximate $20 million of costs incurred in 2004 related to a continuous improvement initiative; 

* Higher transmission costs of approximately $15 million. This increase was due, in part, to refunds received in 2003, 
which offset a portion of the costs for that year; and 

* An approximate $14 million increase in operation expenses for non-regulated service subsidiaries that started 
operations, or became fully consolidated, after the second quarter of 2003. 

These increases were partially offset by: 

The recognition of approximately $14 million of costs associated with voluntary early retirement programs and 
employee severance programs in 2003; and 



An approximate $12 million for costs incurred in 2003 associated with the bankruptcy of Enl,on Corp. 

Depreciatioii 

'The 15 percent increase in Depreckrtioil expense was primarily due to the following factors: 

An approximate $36 million increase due to the addition of depreciable plant, primarily for pollution control equipment, 
and the accelerated gas main replacement program; and 

An approximate $27 million incrcase resulting from a) higher depreciation rates. as a result of changes in useful lives of 
production assets and an increased rate lo1 cost of removal and b) recovery of deferred depreciation costs, both of which 
weIe approved in  PSI'S latest retail rate case. 



These increases were partially offset by approximately $15 million due to longer estimated usefill lives of CG&E's generation assets 
rcsulting from a depreciation study completed during the third quartcr of 2003. 

Equity in Earnings of Unconsolidated Subsidiaries 

The increase i n  Equit). in Eanlirlgs oj ll~icor~soliclatecl S~rbsidiaries was primarily due to a gain of apploximately $21 million  elating 
to the sale of 1110s~ of the assets by a company in which Power Technology and Infrastructure holds an investment. Sce Note 15(b) of 
the "Notcs to Financial Statements" i n  "Item 8. Financial Statements and Supplementary Data" for further inlormation. 

Miscellaneous Income (Expense) - Net 

The decrease in Miscell~l~zeo~rs lrlco~ile (Expellse) - Net was primarily duc to the recognition of approximately $56 million in 
impairment and disposal charges in 2004 primarily associatcd with certain investments in the Power Technology and Infrastructure 
portfolio. The values of these investments reflect our estimates and judgments about the future performance of these investments, for 
which actual rcsults may differ. A substantial portion of these charges relate to a company, in which Cinergy holds a non-controlling 
interest that sold its major assets in  2004. This company is involved in the development and sale of outage management sortwarc. 

This decrease was partially offset by interest income of approximately $9 million on the notes receivable of two subsidiaries 
consolidated in the third quarter of 2003. 

Interest Expense 

The two percent increase in I~ltelast Experzse was primarily due to the following factors: 

An approximate $12 million increase due to Cinergy's recognition of a note payable to a trust; and 

An approximate $9 million increase related to additional debt recorded in accordance with the consolidation of two new 
entities. 

The note payable and additional debt were both recorded in  July 2003 resulting from the adoption of Finandal Accounting Standards 
Board Interpretation No. 46, Cor~~olidatio~r of Variable Irzterest Elltities (Interpretation 46). 

These increases were partially offset by: 

* A declinc in average long-term dcbt; and 

* Charges recorded during 2003 associated with CG&E's rcfinancing of certain debt. 

Preferred Dividend Requirement of Subsidiary Trust 

The decrease in Preferred Dividerzd Requiremellt o f  Subsidiary Trust was a result of the implementation of Interpretation 46. 
Effective July 1, 2003, the preferred trust securities and the related dividends are no longer reported in Cinergy's financial 
statements. However, interest expensc is still being incurred on a note payable to this trust as previously discussed. See Note l (q)( i )  
of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data" for further details. 



Income Taxes 

Cinergy's 2004 effective tax rate was approximately 21 percent, a decrease of four percent from 2003, resulting from a greater 
amount of tax credits associated with the production and sale of synthetic fuel and the successful resolution of certain tax matters. 



Discontinued Operations 

During 200.3, Cinergy completed the disposal of its gas distribution operation in South Africa, sold its remaining wind assets in  the 
LJnited States, and substantially sold or liquidated the assets of its energy trading operation in the Czcch Republic. Pursuant to 
Statement of Financial Accounting Standards No. 144, Accou~lting for tlie 1111pair117e11t or Di.qxxal of Long-lived Assets (Statement 
144), these investlncnts have been classified as discontinued operations in our financial statements. See Note 14 of the "Notes to 
Financial Statements" in "Item 8. Financial Statements and Supplernentary Data" for additional inlormation 

Cumulative Effect of Changes in Accounting Principles 

In 2003, Cinergy recognized a Cun~ulative effect ofchntzges in accounti17g principles, net oj tas gain of approximately $26 million. 
The cumulative effect of changes in accounting principles was a result of the adoption of Statement of Financial Accounting Standards 
No. 14.3, Accoltrlti~~g fir Asset R e t i r e ~ i ~ e ~ ~ t  Obligntiorls (Statement 143) and the rescission of Emerging Issues Task Force (EITF) Issue 
98-10. Acco~l1iri17g for Cor~tlzlcts l r ~ ~ ~ o l v e d  i17 Energy Trading arlcl Risk Mnrzage~i~e~zt Activities (EITF 98-10). See Note l(q)(iv) of the 
"Notes to Financial Statements" in "Item 8. Financial Statements and Supplelnentary Data" for further inlormation. 



MD&A - 2004 RESULTS OF  OPERATIONS - CG&E 

2004 RESULTS OF  OPERATIONS - CG&E 

Summary of Results 

Net income for CG&E for the years ended December 3 1,2004, and 2003 were as follows: 

CG&E and subsidiaries 

2004 2003 Change % Change 
(in millions) 

Net income 

The decrease in  net income was primarily due to the following factors: 

Highel operating costs due, in part, to increases in costs for employee labor and benefits; 

Lower margins from the sale of electricity primarily due to higher fuel and emission allowance costs; and 

A net gain recognized in 2003 resulting from the implementation of certain accounting changes. 

These decreases were partially offset by: 

Growth in non-weather related demand for electricity; and 

* An increase in  gross margins on power marketing, trading, and origination contracts. 

Gross Margins 

Gross margins for CG&E for the years ended December 31,2004, and 2003 were as follows: 

CG&E and suhsidiaries 
2004 2003 Change % Change 

(in millions) 

Electric gross margin(1) $ 1,168 $ 1,195 $ (27 ) (21% 
Gas gross margin(2) 263 245 18 7 

(1) Electric goss  margin is calculated as Electric operating revenues less Fuel, emission allowances, and purchased 
power expense from the Statements of Income. 

(2) Gas gross margin is calculated as Gas operatitzg revenues less Gas purchased expense from the Statements of 
Income. 

Cooling degree days and heating degree days in CG&E's service territory for the years ended December 31,2004, and 2003 were as 
follows: 



CG&E and subsidiaries 
2004 2003 Change % Change 

Cooling degree days(]) 876 812 64 8 % 
Heating degree days(2) 4,881 5.1 19 (238 (5 ) 

(1 )  Cooling degree days are the differences between thc average temperature for each day and 65 degrees, assuming the 
>orecs. average temperature is greater than 65 d ~ ,  

(2) Heating degrec days are the differences between the average temperature for each day and 65 degrecs, assuming thc 
average temperature is less than 65 dcgrees. 

The change in  cooling degree days and heating degree days did not have a material effect on CG&E's gross margins for the period. 



Electric Gross Margirzs 

The two percent decrease in CG&E's electric gross margins was primarily due to the lollowing factors: 

* An approximate $51 million increase in the average price ol  fuel without a matching increase i n  the price 6f power 
charged to customers (the majority of which were under fixed price contracts); and 

An approximate $32 million increase in emission allowance costs. primarily due to an increase in SO2 emission 
allowance market prices, without a matching increase in the price of power charged to customers. 

These decreases were partially offset by: 

a An approximate $31 million increase in margins from retail customers due to growth in non-weather related demand; 
and 

* An approximate $29 million increase in gross margins on powel marketing, trading, and origination contracts 
attributable to higher margins on physical and financial trading, primarily related to regional spreads between the mideast 
and midwest markets. 

Gas Gross Margirzs 

The seven percent increase in CG&E's gas gross margins was primarily due to an approximate $16 million increase in tariff 
adjustments mainly associated with the gas main replacement program. Partially offsetting this increase was an approximate $7 
million decrease reflecting a decline in non-weather related demand. 

Other Operating Revenues and Costs of Fuel Resold 

The increase in Other Operating Reverzz~es was due to an approximate $67 million increase in revenues from coal origination resulting 
from increases in coal prices and the number of coal origination contracts. 

Costs offile1 resold represents the costs of coal origination activities. These costs have increased in 2004, which is consistent with the 
increase in the associated revenues as previously discussed. 

The following explanations comespond with the line items on the Statements of Income for CG&E. However, only the line items that 
varied significantly from prior periods are discussed. 

Other Operating Expenses 

CG&E and subsidiaries 

2004 2003 Change % Change 
(in millions) 

Operation and maintenance $ 594 $ 500 $ 94 19 % 
Depreciation 179 187 (8 ) (4 ) 
Taxes other than income taxes 198 200 1 (1 ) 

Total $ 971 $ 887 $ 84 9 



Operation and Maiizteizaitce 

The 19 percent increase in 0pe1-ation arid n~air~rer~ar~ce expense was primarily due to the following factors: 

Costs primarily associated with employee labor and benefits increased approximately $28 million; 

Maintenance expenses, primarily production and distribution related, were higher by approximately $21 million; 

- An approximate $9 million of costs incurred in 2004 related to a continuous improvement initiative; and 



Higher transmission costs of approximately $9 million. This increase was due, in part, to refunds received in 2003, 
which offset a portion of the costs for that year. 

Partially offsetting these increases was the recognition of approximately $4 million of costs associated with voluntary early retirement 
programs and employee severance programs in 2003. 

Depreciatiort 

The four percent decrease in L)ep~.ecintion expense was primarily due to longer estimated useful lives of CG&E's generation assets 
resulting from a depreciation study completed during the third quarter of 2003, which resulted in a decrease of app~oximately $15 
million. This decrease was partially offset by an approximate $8 million increase due to the addition of depreciable plant primarily for 
pollution control equipment and the accelerated gas main replacement program. 

Miscellaneous Income - Net 

The 47 percent decrease in Miscellarleo~is Ir~co~?ze -Net was primarily due to the following factors: 

A final reconciliation recorded in 2003 between CG&E and PSI due to a previous delr~utualization of a medical 
insurance carrier used by both companies; and 

A decline in the allowance for equity funds used during construction resulting from certain assets being placed into 
, 

service and a decrease in the equity rate applied. 

Interest Expense 

The 21 percent decrease in Interest Expense was primarily due to the following factors: 

A decline in average long-term debt; and 

a Charges recorded during 200j associated with the refinancing of certain debt. 

Cumulative Effect of Changes in Accounting Principles 

In 2003, CG&E recognized a Cum~ilative effect of changes in accounting principles, rzet o f  tax gain of approximately $31 rnillion as a 
result of the adoption of Statement 143 and the rescission of EITF 98-10. See Note l(q)(iv) of the "Notes to Financial Statements" in 
"Item 8. Financial Statements and Supplementary Data" for further informaf on. 



MD&A - 2004 RESULTS O F  OPERATIONS - PSI 

2004 RESULTS O F  OPERATIONS - PSI 

Summary of Results 

Net income lor PSI for the years cndcd December 31, 2004, and 2003 were as follows: 

PSI 
2004 2003 Change % Change 

(in millions) 

Net income 

The increase in net income was primarily due to the following factors: 

* The impact of the PSI base retail elcctric rate increase in May 2004; and 

Growth in non-weather related demand. 

These increases were partially offset by higher operating costs due, in part, to increases in costs for employee labor and benefits. 

Electric Gross Margins 

Gross margins for PSI for the years ended December 3 1,2004, and 2003 were as follows: 

PSI 
2004 2003 Chan~e % Change 

(in millions) 

Electric gross margin(1) 9; 1,103 $ 973 $ 130 13% 

( 1 )  Electric gross margin is calculated as Electric operatiizg revenues less Fuel, enfission allowances, and purchased 
powel- expense from the Statements of Income. 

Cooling degree days and heating degree days in PSI'S service territory for the years ended December 31,2004, and 2003 were as 
follows: 

PSI 
2004 2003 Change % Change 

Cooling degree days(1) 887 850 37 4 %  
Heating degree days(2) 5,128 5,s 12 (384 ) (7 ) 

(1) Cooling degree days are the differences between the average temperature for each day and 65 degrees, assuming the 
average temperatme is greater than 65 degrees. 



( 2 )  Heating degrce days are thc diffcrences between the aveIage temperatule for each day and 65 degrees, assuming the 
average temperature is less than 65 d ~ ,  'orees. 



The change in degree days did not have a material effect on electric gross margins for the period. The 13 percent increase in PSI's 
electric gross margins was primarily due to the following factors: 

An approximate $80  nill lion increase resulting from a higher price received per MWh due to PSI's base retail electric 
rate increase in May 2004; and 

An approximate $16 million increase due to growth in non-weather related demand. 

The following explanations correspond with the line items on the Statements of Income for PSI. However, only the line items that 
varied significantly from prior periods are discussed. 

Other Operating Expenses 

PSI 
2004 2003 Change % Change 

(in millions) 

Operation and maintenance $ 475 $ 4-49 $ 26 6 %  
Depreciation 222 164 5 8 3 5 
Taxes other than income taxes 47 46 1 2 

Total $ 744 $ 659 $ 85 13 

Operatiui~ and Maiizteizance 

The six percent increase in Operatioil niirl inaiilteiinizce expense was primarily due to the following factors: 

Costs primarily associated with employee labor and benefits increased approximately $14 million; 

* An approximate $8 million of costs incurred in 2004 related to a contir~uous improvement initiative; 

An increase in production related maintenance expense of approximately $7 million; and 

* Higher transmission costs of approxi~nately $6 million. This increase was due, in part, to refunds received in 2003, 
which offset a portion of the costs for that year. 

Partially offsetting these increases was the recognition of approximately $4 million of costs associated with voluntary early retirement 
programs anti employee severance programs in 2003. 

Depreciatiuiz 

The 35 percent increase in Del7reciation expense was primarily due to the following factors: 

An approximate $27 million increase due to the addition of depreciable plant primarily for pollution control equipment; 
and 

* An approximate $27 million increase resulting from a) higher depreciation rates, as a result of changes in useful lives of 
production assets and an increased rate for cost of removal and b) recovery of deferred depreciation costs, both of which 
were approved in PSI's latest retail rate case. 



Interest Expense 

The seven percent increase in Itzteiest Experzse was primarily due to an increase in the eSfective interest rate on sl.iort-term debt and an . . 
lnclease in the average amount of short-term debt outstanding. 



MD&A - 2004 RESULTS OF OPERATIONS - ULH&P 

2004 RESULTS OF OPERATIONS - IJL,H&P 

The Results of Operations discussion for UL,H&P is presented only lor the year ended December 31, 2004, in accordance with 
General Instruction I(2)(a). 

Electric and gas gross margins and net income for UL,H&P for the years ended December 71,2004 and 2003, were as follows: 

ULH&P 
2004 2003 Change % CI~ange 

(in millions) 

Electric gross margin(1) 
Gas gross margin(2) 
Net income 

(1) Electric gross margin is calculated as Electric operating revenues less Electricity purchasedfi-0111 parent co117par1y 
for resale expense from the Statements of Income. 

(2) Gas gross margin is calculated as Gas opemting revenues less Gas purchased expense from the Statements of 
Income. 

Electric gross margins for ULH&P remained flat as growth in non-weather related demand was offset by the cost of increased 
electricity purchases to meet that demand. The 13 percent increase in gas gross margins was due, in part, to an approximate $3 million 
increase in rate tariff acljustrnents associated with the gas main replacement program and the demand-side management program, 
which encourages efficient customer gas usage. 

Net income remained flat as an approximate $2 million increase in operating costs, primarily related to increased transmission and 
distribution expenses, was partially offset by an approximate $1 million reduction in property taxes during 2004. 



MD&A - 2003 RESULTS OF OPERATIONS - CINERGY 

2003 RESULTS OF OPERATIONS - CINERGY 

Summary of Results 

Net income for Cinergy fbr the years ended December 31.2003, and 2002 was as follows: 

2003 2002 Change % Change 
(in millions) 

Net income 

Cinergy's increase in net income was primarily due to the following factors: 

Increases in gas gross margins as a result of'an increase in base rates for Ohio customers, colder weather and increased 
volatility in  gas prices in the first quarter of 2003, as compared to 200'2, and an increase in natural gas sold from storage; 

Lower operating costs primarily resulting from the recognition of' higher costs in 2002 associated with employee 
severance programs; 

Lower property taxes, primarily resulting from the change in property value assessment in the state of Indiana in 2003; 

The 2002 write-off' of certain investments; 

A net gain recognized in 2003 resulting from the iniplementation of certain accounting changes; 

Gains realized in 2003 and losses incurred in 2002 from the disposal of discontinued operations; and 

Lower income taxes resulting primarily from tax credits associated with the production of synthetic fuel, which began in 
July 2002. 

These increases were partially offset by: 

A decrease in electric gross margins primarily due to milder weather in 2003; and 

A decline in electric gross margins associated with Cinergy's natural gas peaking assets. 

Gross Margins 

Given the dynaniics of our business, which include regulatory revenues with directly offsetting expenses and conlmodity trading 
operations for which results are primarily reported on a net basis, we have concluded that a discussion of our results on a gross margin 
basis is most appropriate. Electric gross margins represent electric operating revenues less the related direct costs of fuel, emission 
allowances, and purchased power. Gas gross margins represent gas operating revenues less the related direct cost of gas purchased. 
Within each of these areas, we will discuss the key drivers of our results. Gross margins for Cinergy for Regulated and Commercial 
for the years ended December 31, 2003, and 2002 were as follows: 

Cinergy 
Regulated Commercial 



% 
2003 2002 Change % Change 2003 2002 Change Change 

(in millions) 

Electric gross 
.margin(l) $ 1,469 $ 1,571 $ (102) (6 )%$  714 9; 735 $ (21)  (3 )%I 

Gas gross 
margin(2) 244 203 41 20 88 77 11 14 

Total gross margin $ 1,713 $ 1,774 $ (61 ) ( 3 )  $ 802 $ 812 $ (10)  1 

(1) Electric gross margin is calculated as Electric opemtirig reverlues less Fuel, er~~issiorz allov~~arlces, a ~ l c l ~ ~ ~ ~ ~ h a s e c l  
power expensc lrom the Statcrncnts of Income. 

(2) Gas gross rnargin is calculated as Gas ol~eratirlg resalues less Gas p~/rcha~ecl expense from the Statements of 
Income. 



Cooling degree days and heating degree days are metrics commonly uscd in the utility industry as a measure of the impact weather has 
on results of opcrations. Cooling degree days and heating degree days in Cinergy's service territory for the years ended December 
3 1.2003, and 200'2 were as follows: 

2003 2002 Change % Change 

Cooling degree days(1) 
Heating degree days(2) 

(1) Cooling degree days are the differences between the average temperature for each day and 65 degrees, assuming the 
average tempcrature is greater than 65 degrees. 

(2) Heating degree days are the differences between the average temperature lor each day and 65 degrees, assuming the 
average temperature is less than 65 degrees. 

Regzdated Gross Margins 

The six percent decrease in Regulated's electric gross margins was primarily due to a declinc in retail electric margins mainly 
resulting from milder weather in 2003, compared to 2002. As rioted in the table, cooling degree days were down 39 percent in 
Cinergy's service territory. Partially offsetting this decrease was an increase in rate tariff adjustments associated with certain 
construction programs at PSI. 

The 20 percent increase in Regulated's gas gross margins was primarily due to the following factors: 

An increase in base rates, as approved by the Public Utilities Commission of Ohio (PUCO) in May 200'2, and tariff 
adjustments associated with the gas main replacement program and Ohio excise taxes; and 

The colder weather in the first quarter of 2003, compared to 200'2, which resulted in a greater amount of thousand cubic 
feet (mcf) delivered to customers. 

Conlrnercial 

Gross Margins 

The three percent decrease in Commercial's electric gross margins was primarily due to a decline in margins associated with 
Commercial's natural gas peaking assets in 2003, as compared to 2002. Partially offsetting this decrease were higher margins from 
physical and financial trading primarily in and around the midwest. 

The 14 percent increase in Commercial's gas gross margins was primarily due to the following factors: 

- An increase in the volatility of natural gas prices in the first quarter of 2003, as compared to the same period in 2002; 
and 

An increase in natural gas sold out of storage in 2003. Cinergy Marketing & Trading, LP (Marketing & Trading) began 
engaging in significant storage activities at the end of the second quarter of 2002. 

Other Operating Revenues and Costs of Fuel Resold 



The 22 pelcent increase in Otl7er Operating Reverzues was primarily due to an incrcasc in Commercial's revenues from the sale of 
synthetic luel, which began in July 2002. This increase was partially offset by a decline in Commercial's revenues from coal 
origination. 

Costs qf file1 lssolcl includes Commercial's costs of coal origination activities and the production o r  synthetic fuel. In 2003, the costs 
of producing synthetic fuel increased and the costs of coal origination activities decreased, both of which are consistent with the 
changes in the associated revenues as previously discussed. 



The following explanations cor~espond with the line items on the Statements of'Income lor Cinergy. However, only the line items 
that varied significantly from prior periods are discussed. 

Other Operating Expenses 

2003 2002 Change % Change 
(in millions) 

Operation and maintenance $ 1,119 $ 1,202 $ (83 ) (7 )% 
Dep~eciation 399 404 (5 (1 ) 
Taxes other than income taxes 250 ' 263 (13 (5 ) 

Total $ 1,768 $ 1,869 $ (101 (5 ) 

Operatiorz attd Maitttenartce 

The seven percent decrease in Operation urzd tnairlterznrlce expense was primarily due to the following factors: 

* The recognition of higher costs associated with employee severance programs in 2002; 

Decreased transmission costs, largely the result of changes in the Midwest IS0 operations; and 

* A decrease in employee incentive costs. 

These decreases were partially offset by: 

The charges associated with our resolution of claims with respect to the bankruptcy of Enron Corp.; and 

An increase in maintenance expense for our generating units and overhead lines. 

Depreciation 

'The one percent decrease in Depreciation expense was primarily due to the following factors: 

An increase in estimated useful lives of CG&E's generation assets resulting from a depreciation study completed during 
the third quarter of 2003; and 

* CG&E's discontinuance of accruing costs of removal for generating assets (which was previously included as part of 
Depreciation expense) as a result ol' the adoption of Statement 143. See Note l(j) of the "Notes to Financial Statements" 
in "Item 8. Financial Statements and Supplementary Data" for further details. Prior periods were not restated for the 
adoption of Statement 143. 

Partially offsetting these decreases was the addition of depreciable plant primarily including pollution control equipment, accelerated 
gas main replacement program assets, and equipment associated with the production of synthetic fuel. 



Taxes Otlzer Tlza~z Z~zconze Taxes 

The five percent decrease in Tones other tho17 i~zcome taxes expense was primarily due to lower property taxes, which were partially 
oflset by increased excise taxes. This decrease was pri~narily a result of a change in property value assessments in the state 01 Indiana 
in 2001. 



Miscellaneous Income (Expense) - Net 

Thc increase in Miscellur~eous ltlcome (Expense) - Net was primarily due to the following factors: 

2002 write-offs of certain ecluipment and technology investments and costs accrued related to the termination of a 
contract for the construction of combustion turbines: and 

- Interest income on the notes receivable of two newly consolidated subsidiaries in 2003. See Note 1(q)(i) of the "Notes 
to Financial Statements" in "Item 8. Financial Statements and Supplcmentary Data" for further details. 

Partially offsetting these increases were net gains realized in 2002 from the sale of equity investments in certain renewable energy 
projects. 

Interest Expense 

The 1 1  percent inc~ease in I~ltei-est Expense was primarily due to the following factors: 

* An increase in average long-term debt outstanding during the year ended December 31,2003; 

Charges during 2003 associated with the re-financing of certain debt; and 

Additional debt recorded in July 2003 with the consolidation of two new entities and the recognition of a note payable to 
a trust resulting from the adoption of Interpretation 46. See Note l(q)(i) of the "Notes to Financial Statements" in "Iterr 
8. Financial Statements and Supplementary Data". 

These increases were partially offset by a decrease in short-term interest rates 

Preferred Dividend Requirement of Subsidiary Trust 

The 50 peIcent dccrease in Pi-ejer-red Dividend Requireinent o j  Siibsidiaty Trust was a result of the implementation of Interpretation 
46. Effective July 1, 2003, the preferred trust securities and the related dividends are no longer reported in Cinergy's financial 
statements. However, interest expense is still being incurred on a note payable to this trust as previously discussed. See Note I(q)(i) 
of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data" for further details. 

Income Taxes 

The decrease in the effective income tax rate was primarily due to tax credits associated with the production and sale of' synthetic fuel, 
which began in July 2002. Cinergy's effective tax rate for 2003 was approximately 25 percent. 

Discontinued Operations 

In 2002, Cinergy sold and/or classified as held for sale, several non-core investments, including renewable and international 
investments. During 2003, Cinergy completed the disposal of its gas distribution operation in South Africa, sold its remaining wind 
assets in the United States, and substantially sold or liquidated the assets of its energy trading operation in the Czech Republic. 
Pursuant to Statement 144, these investments have been classified as discontinued operations in our financial statements. See Note 14 
of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data" for additional information. 



The increase in discontinued operations in 2003 as compared to 2002 was due to the recognition of losses on disposal ot foreign 
investments in 2002 and the recognition of gains on disposal in 2003. 

Cumulative Effect of Changes in Accounting Principles 

In 200'3, Cinergy recognized a Cui7zzrlc~tive effect ofchnrlges in nccoilrltir~g /?I ir~ciples, /let of tns pain of approximately $26 million. 
The cumulative effect ot changes in accounting principles was a result of the adoption of Statement 143 and the ~cscission of EITF 
98-10. 



In 2002, Cinergy recognized a Cur~l~ilutive effect of u clzurzge in ncco~~iltirzg principle, net of tax loss of approximately $1 1 million as a 
result of implementation of Statement of Financial Accounting Standards No. 142, Coocl~vill ~ztld Other Ir~t~zr~yiDle Assets. See Note 
I'(q)(iv) of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data" for further information. 
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2003 RESlJLTS OF OPERATIONS - CG&E 

Summary of Results 

Nct income for CG&E for the years ended Decembcr 31, 2003. and 2002 were as follows: 

CG&E and subsidiaries 

2003 2002 Change % Change 
(in millions) 

Net income $ 331 $ 264 $ 67 25 % 

CG&E's increase in net income was primarily due to the following Ihctors: 

Increases in gas gross margins due to an increase in base rates, as approved by the PUCO in May 2002, and colder 
weather in the first quarter of 2003 as compared to 2002; 

* Lower operating costs primarily resulting from the recognition of higher costs in 2002 associated with employee 
severance programs; and 

A net gain recognized in 2003 resulting from the implementation of certain accounting changes. 

Offsetting these increases was a decrease in electric gross margins primarily due to milder weather in 2003, as compared to 2002. 

Gross Margins 

Gross margins for CG&E for the years ended December 31,2003, and 2002 were' as follows: 

CG&E and subsidiaries 

2003 2002 Change % Change 
(in millions) 

Electric gross margin(1) $ 1,195 $ 1,205 $ (10 (1 1% 
Gas gross margin(2) 245 205 40 20 

(1) Electric gross margin is calculated as Electric operatirzg reverzues less Fuel, enzission allowances, and purclzased 
power expense from the Statements of Income. 

(2) Gas gross margin is calculated as Gas opemtirzg revenues less Gas purclzased expense from the Statements of 
Income. 

Cooling degree days and heating degree days in CG&E's service territory for the years ended December 31,2003, and 2002 were as 
Ioollows: 



CG&E and subsidiaries 

2003 2002 Change % Change 

Cooling degree days(1) 812 1,353 (541 ) (40 )% 
Heating degree days(2) 5,119 4,926 193 4 

(1) Cooling degree days are the dirferences between the average temperature for each day and 65 degrees, assuming the 
average temperature is greater than 65 d ~ ,  "orees. 

(2) Heating degree days are the dirfe~ences between thc average temperature for each day and 65 degrees, assuming the 
average temperature is less than 65 degrees 



Electric Gross Margins 

The one percent decrease in CG&E's electric gross margins was primarily due to a decline in retail electric margins mainly resulting 
from milder weather in 2007 as compared to 2002. As noted in the table, cooling degree days were down 40 percent in CG&E's 
service territory. Higher margins from physical and financial trading partially offset this decrease. 

Gas Gross Margins 

The 20 percent increase in CG&E's gas gross margins was primarily due to the following factors: 

An increase in base rates, as approved by the PUCO in May 2002, and tariff adjustments associated with the gas main 
replacement program and Ohio excise taxes; and 

The colder weather in the first quarter of 2003, cornpared to 2002, which resulted in a greater amount of mcf delivered 
to customers. 

Other Operating Revenues and Costs of Fuel Resold 

The 23 percent decrease in Othei Oj7erating Revenues was due to a decrease in revenues f ro~n coal origination 

Costs qf.file1 resold represents the costs of coal origination activities. These costs decreased in 2003, which is consistent with the 
decline in the associated revenues as previously discussed. 

The following explanations correspond with the line items on the Statements of Income for CG&E. However, only the line items that 
varied significantly from prior periods are discussed. 

Other Operating Expenses 

CG&E and subsidiaries 

2003 2002 Change % Change 
(in millions) 

Operation and maintenance $ 500 $ 531 $ (31 ) (6 )% 
Depreciation 187 197 (10) (5  ) 
Taxes other than income taxes 200 198 2 1 

Total $ 887 $ 926 $ (39 (4  ) 

Operatiorz arzd Mairzterzance 

The six percent decrease in Operatioil arzd inaiizte~zarzce expense was primarily due to the following factors: 

* Decreased transmission costs largely the result of changes in the Midwest IS0  operations; 

* The recognition of higher costs associated with employee severance programs in 2002; and 

* A decrease in employee incentive costs. 



These decreases were partially offset by an increase in maintenance expense for our generating units and overhead lines. 



Depreciatio~z 

The five percent decrease in Dq~reciation expense was primarily due to the following factors: 

An increase in the estimated useful lives of CG&E's generation assets resulting fi-om a depreciation study completed 
during the third quarter of 200.3: and 

The discontinuance of accruing costs of removal for generating assets (which was previously included as part of 
Depreciatioil expense) as a result of the adoption of Statement 143. See Note I (j) of the "Notes to Financial Statements" 
in "Item 8. Financial Statements and Supplementary Data" for further details. Prior periods were not restated for the 
adoption of Statement 143. 

Miscellaneous Income - Net 

The increase in Mi.rcellnneous lrlcor71e - Net was due. in part, to a final reconciliation with PSI of a previous demutualization of a 
medical insurance carrier used by both companies which was recorded in 2003. 

Interest Expense 

Thc 20 percent increase in Iizterest Expen.re was primarily due to the following factors: 

An increase in average long-term debt outstanding; and 

* Charges during 2003 associated with the re-financing of certain debt. 

Cumulative Effect of Changes in Accounting Principles 

In 2003, CG&E recognized a Cunzulative efect of changes in accourzting principles, net o f  tm gain of approximately $31 million as a 
result of the adoption of Statement 143 and the rescission of EITF 98-10. See Note l(q)(iv) of the "Notes to Financial Statements" in 
"Item 8. Financial Statements and Supplementary Data" for further information. 



MD&A - 2003 RESULTS OF OPERATIONS - PSI 

2003 RESULTS OF OPERATIONS - PSI 

Summary of Results 

Net income for PSI f'or the years ended Decembcr 3 1, 2003, and 2002 was as follows: 

PSI 
2003 2002 Change % Change 

(in millions) 

Net incorne $ 133 $ 214 $ (81 ) (38 )% 

PSI's decrease in net income was primarily attributable to decreases in electric gross margins due to milder weather in 2003, as 
compared to 2002. 'This dec~ease was partially oilset by thc lollowing factors: 

'The recognition of higher operating costs in 2002 associated with employee severance programs; and 

* Lower property taxes, primarily resulting from the change in property value assessment in the state of Indiana in 2003. 

Electric Cross Margins 

Gross margins for PSI for the years ended December 3 1,2003, and 2002 were as follows: 

PSI 
2003 2002 Change % Chanae 

(in millions) 

Electric gross margin(1) $ 973 $ 1,064 $ (91) (9)70 

(1) Electric gross margin is calculated as Electric opemtirlg revenues less Fuel, emission allo.cvances, arid purchased 
power expense from the Statements of Income. 

Cooling degree days and heating degree days i n  PSI's service territory for the years ended December 31,2003, and 2002 were as 
follows: 

PSI 
2003 2002 Change % Change 

Cooling degree days(1) 850 1,360 (510 (38 )% 
Heating degree days(2) 5,5 12 5,260 252 5 

(1) Cooling degree days are the differences between the average temperature for each day and 65 degrees, assuming ti 
average temperature is greater than 65 degrees. 

(2) Heating degree days are the differences between the average temperature for each day and 65 degrees, assuming the 
average temperature is less than 65 degrees. 



The nine percent decrease in PSI's electric gross margins was primarily duc to a decline in retail electric margins resulting from 
milder weather in 2003, compared to 2002. As noted in thc table, cooling degrec days were down 38 percent in PSI's service 
territory. An increase in rate tariff adjustments associated with certain construction programs partially offset these decreases. 

The following explanations correspond with the line items on the Statements of Income for PSI. However, only the line items that 
varied significantly from prior periods are discussed. 
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Other Operating Expenses 

PSI 
2003 2002 Change % Change 

(in millions) 

opera ti or^ and maintenance $ 449 $ 470 $ (21 (4 )% 
Depseciation 164 155 9 6 
Taxes other than income taxes 46 57 (19) 

Total 659 $ 682 $ (23 ) (3 

Operation arzd Maintenance 

The four percent decrease in Operation and rnairlter~ance expense was p~imarily due to the following factors: 

Recognition ol higher costs associated with employee sevelance pIograms in 2002; 

Decreased transmission costs, la~gely the result of changes in the Midwest IS0 operations; and 

A decrease in e~nployee incentive costs 

These decreases were partially offset by an increase in maintenance expense for our generating units and overhead lines. 

Depreciation 

The six percent increase in L)epraciation expense was primarily due to the following factors: 

The addition of depreciable plant resulting from PSI'S December 2002 purchase of two gas-fired peaking plants from 
non-regulated affiliates. See Note 19 of the "Notes to Financial Statements" in "Item 8. Financial Statements and 
Supplementary Data" for more information; and 

The addition of other depreciable plant primarily reflecting pollution control equipment and the repowering of 
Noblesville Station. 

Taxes Otlzer Tlzan Income Taxes 

The 19 percent decrease in Taxes other than income taxes expense was primarily due to lower property taxes, which were partially 
offset by increased excise taxes. This decrease was primarily a result of a changc in property value assessments in the state of Indiana 
in 2003. 

Miscellaneous Income - Net 

The 69 percent decrease in Miscella~zeous Inconze - Net was primarily a result of a final reconciliation with CG&E of a previous 
demutualization of a medical insurance carrier used by both companies which was recorded in 2003. 

Interest Expense 

The 16 percent increase in Interest Expense was primarily a result of an increase in average long-term debt outstanding during the 
year ended December 31,2003. This increase was partially offset by a decrease in short-term interest rates. 



Income Taxes 

Thc increase in the erfectivc income tax rate was pri~narily due to an increase in the Indiana state inco~nc tax ratc 



MD&A - LIQUIDITY AND CAPITAL RESOURCES 

LIQUIDITY AND CAPITAL RESOURCES 

Historical Cash Flow Analysis From Continuing Operations 

Operating Activities from Cbrttirzuing Operations 

For the years ended December 31,2004. 2003, and 2002, our cash flows from operating activities from continuing operations were as 
follows: 

Net Cash Provided by Operating Activities from Continuing Operations 

2004 2003 2002 
(in thousands) 

Cinergy(1) $ 833,004 $ 945,673 $ 955,802 
CG&E and subsidiaries 445,621 557,761 653,029 
PSI 483,463 246,735 499,047 
ULH&P 45,381 33,061 60,707 

(1) The results of Cinergy also include amounts related to non-registrants. 

The tariff-based gross margins of our utility operating companies continue to be the principal source of cash from operating 
activities. The diversified retail customer mix of residential, commercial, and industrial classes and a commodity rnix of gas and 
electric services provide a reasonably predictable gross cash flow. 

For the year ended December 31, 2004, Cinergy's and CG&E's decrease in net cash provided by operating activities was primarily 
due to unfavorable working capital fluctuations, including the build up of fuel and emission allowances inventory. PSI's increase was 
due to an increase in easnings (after adjusting for non-cash items) and a difference in the timing of payables and income tax 
payments. ULH&P7s increase in net cash provided by operating activities was attributable to favorable working capital fluctuations. 

For the year ended December 31,2003, CG&E's, PSI's, and ULH&P's net cash provided by operating activities decreased, as 
compared to 2002. CG&E's decrease was pritnarily due to unfavorable working capital fluctuations. PSI's decrease was largely due 
to a decrease in earnings (after adjusting fbr non-cash items) and a decrease in receivables sold under the receivables sale facility. A 
significant portion of ULH&P's decrease was due to unfavorable working capital fluctuations and an increase in deferred costs unde~ 
the gas cost recovery mechanism. Cinergy's net cash provided by operating activities in 2003 was comparable to 2002, comprised of 
the decreases at CG&E and PSI discussed above offset by improved operating cash flows at our non-regulated subsidiaries. 

Financing Activities from Continuing Operations 

For the years ended December 31, 2004, 2003, and 2002, our cash flows from financing activities from continuing operations were as 
follows: 

Net Cash Provided by (Used in) Financing Activities from Continuing Operations 

2004 2003 2002 
(in thousands) 



PSI 
UL,H&P 

(1) The results of Cinergy also include amounts related to non-registrants. 

Fol thc year ended December 71, 2004, CG&E's decrease in net cash used in financing activities was primarily due to a decrease in 
redemptions of long-term dcbt. PSI'S increase in net cash used in financing activities was attributable to the repaymcnl ol'shorl-term 
debt in 2004 and capital contributions froin Cinergy Corp. that were made in 2003. ULH&P7s increase in net cash used in financing 
activities was due to an increasc in dividends on common stock. Cinergy7s net cash used in financing activities in 2004 was 
colnparablc to 2003. 



For the year ended December 31,2003, Cinergy's net cash used in financing activities increased, as compared to 2002, primarily due 
to inc~eases in rcde~nptions ol long-term debt. CG&E's net cash used in financing activities decreased during 2003, as compared to 
2002, primarily due to a net increase in short-term debt financing. PSI's and ULH&P's net cash provided by financing activities 
increased during 2003, as compared to 2002. PSI's increase was primarily due to capital contributions from Cinergy Corp. 
ULH&P's increase was primarily attributable to increases in short-term debt. 

In vesting Activities from Cbntirzilirzg Operatioils 

For thc years ended December 31, 2004, 2003, and 200'2, our cash flows used in investing activities from continuing operations were 
as follows: 

Net Cash Used in Investing Activities from Continuing Operations 

2004 2003 2002 
(in thousands) 

Cinergy(1) $ (603,702 ) $ (731,537) $ (885,636 ) 
CG&E and subsidiaries (284,527 ) (323,959 ) (323,322 ) 
PSI (315,093 ) (332,247 ) (454,8 10 ) 
ULN&P (33,857 ) (39,940 ) (38,854 ) 

(1) The results of Cinergy also include amounts related to non-re,' oistrants. 

For the year ended December 31,2004, Cinergy's decrease in net cash used in investing activities was primarily due to decreases in 
capital expenditures related to energy-related investments. CG&E's decrease in net cash used in investing activities was primarily 
due to a decrease in capital expenditures for ongoing environmental compliance programs and normal constructior~ activity. PSI's and 
ULH&P's net cash used in investing activities in 2004 was comparable to 2003. 

For the year ended December 31,2003, Cinergy's net cash used in investing activities decreased, as compared to 2002, primarily due 
to decreases in capital expenditures related to environmental compliance programs and other energy-related investments. Cinergy 
also purchased a synthetic fuel production facility during 2002. PSI's decrease was primarily due to decreases in capital expenditures 
for ongoing environmental compliance programs and other construction projects. CG&E's and ULH&P's net cash used in 2003 
investing activities was comparable to 2002. 

Capital Requirements 

Envirortnzental Issues 

Proposed Eizvironnzental Protection Agency Regulatiorzs 

In December 2003, the United States EPA proposed the Clean Air Interstate Rule (CAIR), formerly the Interstate Air Quality Rule, 
which would require states to revise their State Implementation Plans (SIP) to address alleged contributions to downwind 
non-attainment with the revised National Ambient Air Quality Standards for ozone and fine particulate matter. The proposed rule 
would establish a two-phase, regional cap and trade program for SO2 and NOx, affecting approximately 30 states, including Ohio, 
Indiana, and Kentucky, and would require SO2 and NOx emissions to be cut approximately 70 percent and 65 percent, respectively, 
by 2015. The EPA also issued draft regulations regarding required reductions in mercury emissions from coal-fired power plants 
(Clean Air Mercury Rule). The draft regulations include two possible alternatives to achieve emissions reductions: a mercury cap and 
trade program or source specific reductions achieved through a command and control approach. The cap and trade approach would 
provide a longer compliance horizon and provide more flexible compliance options for coal-fired generators, including the purchase 
of allowances in lieu of further capital expenditures with respect to these investments. This approach would require a reduction of 



approximately 
approxi~nately 
2005. 

30 percent by 2010 and 70 percent by 201 8. The source specific reduction approach would require a reduction of 
30 percent by 2008. The EPA is expected to issue final rules on CAIR and the Clean Air Mercury Rule by March 

Over the 200.5-2009 time period, estimated capital costs associated with reducing mercury, SO,, and NOx in compliance with the 
currently proposed CAIR and Clean Air Mercury Rule are not expected to exceed approximately 



$1 "72 billion if the EPA approves the mercury cap and trade approach and approximately $2.15 billion if the EPA approves the source 
specific reduction approach without a cap and trade program. These estimates include estimated costs to comply at plants that we own 
but do not operate and could change when taking into consideration co~npliance plans of'co-owners or operators involved. Moreover 
as market conditions change. additional compliance options may become available and our plans will be adjusted accordingly. 
Approximately 60 percent of these estimated environmental costs would be incurred at PSI'S coal-fired plants, for which recovery 
would be pursued in  accordance with regulatory statutes governing environmental cost recovery. CG&E would receive partial 
recovery of depreciation and financing costs related to environmental compliance projects for 2005-2008 through its recently 
approved RSP. See Note 1 l(b)(iii) of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data" 
for more details. 

In June 2004, the EPA made final state non-attainment area designations to implement the revised ozone standard. In January 2005, 
the EPA made final state non-attainment area designations to implement the new fine particulate standard. Several counties in which 
we operate have been designated as being in non-attainment with the new ozone standard and/or fine particulate standard. States with 
counties that are designated as being in  non-attainment with the new ozone and/or fine particulate standards are required to develop a 
plan ol'compliance. Although the EPA has attempted to structure the CAIR to resolve purported utility contributions to ozone and 
fine particulate non-attainment? at this time, Cinergy cannot predict the effect of c u ~ ~ e n t  or future non-attainment designations on its 
financial position or results of' operations. 

In May 2004, the EPA issued pr;oposed revisions to its regional haze rules and implementing guidelines in Iesponse to a 2002 judicial 
ruling overturning key provisions of the original program. The regional haze program is aimed at reducing certain emissions 
impacting visibility in national parks and wilderness areas. The EPA is currently considering whether SO2 and NOx reductions under 
the CAIR regulation will also satisfy the reduction requirements under the regional haze rule. However, the regional haze rule, when 
finalized, could potentially require significant additional SO2 and NOx reductions necessitating the installation of pollution controls 
for certain generating units at Cinergy's power plants. In light of the EPA's ongoing rulemaking efforts and the fact that the states 
have yet to announce how they will implement the final rule, at this time it is not possible to predict whether the regional haze rule 
will have a material effect on our financial position or results of operations. 

Clear Skies Legislatiorz 

President Bush has proposed environmental legislation that would combine a series of Clean Air Act (CAA) requirements, including 
the recently proposed regulations for mercury and particulate matter for coal-fired power plants with a legislative solution that 
includes trading and specific emissions reductions and timelines to meet those reductions. The President's "Clear Skies Initiative" 
would seek an overall 70 percent reduction in emissions from power plants over a phased-in reduction schedule beginning in 2010 
and continuing through 2018. When the Clear Skies Initiative was stalled in Congress, the EPA proposed the CAIR regulations to 
accomplish Clear Skies' goals within the existing framework of the CAA. Clear Skies has been reintroduced in the Senate and could 
be considered in Committee over the next several weeks. However, at this time, we cannot predict whether this or any 
multi-emissions bill will achieve approval. 

Etlergj~ Bill 

The United States House of Representatives (House) passed the Energy Policy Act in April 2003. The legislation, as passed in the 
House, included the repeal of the Public Utility Holding Company Act of 1935, as amended (PUHCA), as well as tax incentives for 
gas and electric distribution lines, and combined heat and power and renewable energy projects. The United States Senate (Senate) 
Energy and Natural Resources Committee passed its version of comprehensive energy legislation in April 2003. A conference 
agreement which merged both the House and Senate versions passed in the House in October 2003, but failed to pass in the Senate. 
The legislation will be introduced again during the 109th Congress, however, it is anticipated that several changes will be made. At 
this time, it is not possible to predict whether a final energy bill will pass in 2005. 



We are currently ir~volvcd in the following lawsuits which arc discussed in more detail in  Note 1 ](a) of the "Notes to Financial 
Statements" in "Item 8. Financial Statements and Supplelnentary Data". An unfavorable outcome of any of these lawsuits could have 
a material impact on our liquidity and capital resources. 

CAA Lawsuit 

Carbon Dioxide (C02) Lawsuit 

Selective Catalytic Reduction IJnits at Gibson Generating Station 

Zimmer Generating Station L,awsuit 

Manufactured Gas Plant Sites 

* Asbestos Claims Litigation 

Capital and Itzvestnzerzt Expeizditures 

Actual construction and other committed expenditures for 2004 and forecasted construction and other committed expenditures for 
2005 and for the five-year period 2005-2009 (in nominal dollars) are presented in the table below: 

Capital and Investment Expenditures 

Actual Forecasted 
2004 2005 2005-2009 

(in millions) 

Cinergy(1) $ 701 $ 1,115 $ 5,430 
CG&E and subsidiaries 300 430 2,345 
PSI 340 620 2,645 
ULH&P 34 80 335 

(1) The results oS Cinergy also include amounts related to non-registrants. 

In 2004, we spent $203 million for NOx and other environmental compliance projects. Forecasted expenditures for environmental 
compliance projects (in nominal dollars) are approximately $465 million for 2005 and $1.8 billion for the 2005-2009 period. The 
vast majority of this forecast includes our entire estimate of costs to comply with draft regulations requiring reductions in mercury, 
NOx, and SO2 emissions, assuming a cap and trade approach to mercury emissions. Approximately 60 percent of these estimated 
environmental costs would be incurred at PSI'S regulated coal-fired plants. See "Environmental Issues" for further discussion. 



Corztractual Cash Obligatiorts 

The following table presents Cinergy's, CG&E's, PSI's, and ULH&P's significant contractual cash obligations: 

Contractual Cash Obligations 

Cinergy(1) 
Capital leases 
Operating leases 
Long-term debt(2) 
Fuel purchase contracts(5) 
Other commodity purchase contracts(6) 

Total Cinergy 

CG&E and subsidiaries 
Capital leases 
Operating leases 
Long-term debt(2) 
Fuel purchase contracts(5) 
Other commodity purchase contracts(6) 

Total CG&E and subsidiaries 

PSI 
Capital leases 
Operating leases 
Long-term debt(2) 
Fuel purchase contracts(5) 

Total PSI 

ULH&P 
Capital leases 
Long-term debt(2) 

Total ULH&P 

There- 
2005 2006 2007 2008 2009 after Total 

(in millions) 

(1) Includes amounts related to non-registrants. 

(2) Amounts do not include interest payments. See the Consolidated Statements of Capitalization in "Item 8. Financial 
Statements and Supplementary Data" for disclosure of interest rates for interest payments. 

(3) Includes PSI'S 6.50% Debentures due August 1, 2026, reflected as maturing in 2005, as the interest rate is due to reset on 
August 1, 2005. If the interest rate does not reset, the bonds are subject to mandatory redemption by PSI. 

(4) CG&E's 6.90% Debentures due June I. 2025, are putable to CG&E at the option of the holders on June 1,2005. However, 
based upon current market conditions, we believe it is unlikely that the debentures will be put to CG&E on this date. 

(5) We have significantly more coal under contract; however, these contracts contain price re-opener provisions effectively 
making them variable contracts after certain dates. Contract coal after the price re-opener date is therefore excluded fieom this 
table. 

(6) Includes long-term contracts accounted for on an accrual basis. See the Fair Value of Contracts maturity table in "Market 
Risk Sensitive Instruments" for disclosure of energy trading contracts that are accounted for at fair value. 



Pensiorz aitd Otlzer Postretirement Benefits 

Cinergy maintains qualified delined benefit pension plans covering substantially all TJnited States employees meeting celtain 
minimum age and service requirements. Plan asscts consist of investments in equity and debt securities. Funding for the qualified 
defincd benefit pension plans is based on actuarially determined contributions, the maximum of which is generally the amount 
deductible for tax purposes and the minimum being that required by the Employee Retirement Income Security Act of 1974, as 
amended (ERISA). Although mitigated by stlong performance in 2003 and 2004, ongoing retiree payments and thc decline in market 
value of the investment portfolio in 2002 reduced the assets hcld in trust to satisfy plan obligations. Additionally, continuing low 
long-term interest rates have increased thc liability lor tunding purposcs. As a result of these events, our near term funding targets 
have increased substantially. Cinergy has adopted a five-ycar plan to reduce, or eliminate, the unfunded pension obligation initially 
measured as of January 1, 2003. This unfunded obligation will be recalculated as of January I of each ycar in the five-year plan. 
Because this unfunded obligation is the difference between thc liability determined actuarially on an ERISA basis and the market 
value of plan assets as of January 1, 2003, the liability determined by this calculation is different than the pension liability calculated 
for accounting purposes reported on Cinergy's Balance Sheets. 

Cinergy's minimum required contribution in calendar year 2004 was $16 million, as compared to $1 1 lnillion in calendar year 2003. 
Actual contributions during calendar year 2004 and 2003 totaled $1 17 million and $74 million, reflecting additional discretionary 
contributions of $101 million and $63 million, respectlully, under the atorementioncd five-year plan. Due to the significant 2004 and 
2003 calendar year contributions, Cinergy's minimum required contributior~s in calendar ycar 2005 are expected to be zero. Should 
Cinergy continue funding under the five-year plan, discretionary contributions are expected to be $72 million in 2005. Cinergy may 
consider making discretionary contributions in 2006 and future periods; however, at this time, we are unable to determine the amount 
of those contributions. Estimated contributions fluctuate bascd on changes in market performance of plan assets and actuarial 
assumptions. Absent the occurrence of interim events that could materially impact these targets, we will update our expected target 
contributions annually as the actuarial funding valuations are completcd and make decisions about future contributions at that time. 

Cinergy sponsors non-qualified pension plans that cover olficers, certain key employees, and non-employee directors. Cinergy's 
payrnents for these non-qualified pcnsion plans are expected to be approximately $9 million in 2005. 

We provide certain health care and lifc insurance benefits to retired United States employees and their eligible dependents. Cinergy's 
payments for these postretirement benefits in 2005 are expected to be approximately $25 million. See Note 9 of the "Notes to 
Financial Statements" in "Item 8. Financial Statements and Supplementary Data" for additional information about our pension and 
other postretirement benefit plans. 

Otlzer Zrzvestiizg Activities 

Our ability to invest in growth initiatives is limited by certain legal and regulatory requirements, including the PUHCA. The PUHCA 
limits the types of non-utility businesses in which Cinergy and other registered holding companies under the PUHCA can invest as 
well as the amount of capital that can be invested in per~nissible non-utility businesses. Also, the timing and amount of investments 
in the non-utility businesses is dependent on the development and favorable evaluations of opportunities. Under the PUHCA 
restrictions, wc are allowed to invest, or commit to invest, in ccrtain non-utility businesses, including: 

Exempt Wholesale Generators (EWG) and Foreign Utility Cornpanics (WCO)  

An EWG is an entity, certified by the Federal Energy Regulatory Commission (FERC), devoted exclusively to 
owning andlor operating, and selling power from one or more electric generating facilities. An EWG whose 
generating facilities are located in the United States is limited to making only wholesale sales of electricity. An 
entity claiming status as an EWG must provide notification thereof to the SEC under the PTJHCA. 



A FUCO is a company all of whose utility assets and operations are located outside the United States and which arc 
used for thc generation, transmission, or distribution of electric eneIgy for sale at retail 01 wholesale, or the 
distribution of gas at retail. A FUCO may not derive any income, directly or indirectly, f~om the generation, 
transmission, 01 distribution of electric energy for sale or the distribution of gas at retall within the United States. 
An entity claiming status as a FUCO must provide notilication thereof to the SEC under the PUHCA. 

Cinergy has been granted SEC authority unde~ the PUHCA to invest (including by way of guarantees) an aggregate 
amount in EWGs and FUCOs equal to the sum of ( I )  our average consolidated retained earnings from time to time 
plus (2) $2 billion through June 30,2005. As of December 31.2004, we had invested or committed to invest 
approximately $0.8 billion in EWCs and FUCOs, leaving available investment capacity under the order of 
approximately $2.8 billion. In February 2005, Cinergy filed an application with the SEC under the PUHCA 
requesting an extension of this authority through December 31, 2008. At this time, we are unable to predict whether 
the SEC will approve this request. 

Qualifying Facilities and Energy-Related Non-utility Entities 

SEC iegulations under the PUHCA permit Cinergy and other registered holding companies to invest and/or 
guarantee an amount equal to 15 percent of consolidated capitalization (consolidated capitalization is the sum of 
Notes pa~lable arzd other short-tenn obligations, Long-telnz debt (including amounts due within one year), 
C~umilative Prefirred Stock of Subsidiaries, and total Conznzorz Stock Equity) in domestic qualifying cogeneration 
and small power production plants (qualifying facilities) and certain other domestic energy-related non-utility 
entities. At December 3 1, 2004, we had invested and/or gua~anteed approximately $1.1 billion of the $1.4 billion 
available. In August 2004, Cinergy filed an application with the SEC requesting authoiity under the PUHCA to , 

increase its investment andlor guarantee authority by $2 billion above the current authorized amount. At this time, 
we are unable to predict whether the SEC will approve this request. 

Energy-Related Assets 

Cinergy has been granted SEC authority under the PUHCA to invest up to $1 billion in non-utility Energy-Related 
Assets within the United States, Canada, and Mexico. Energy-Related Assets include natural gas exploration, 
development, production, gathering. processing, storage and transportation facilities and equipment, liquid oil 
reserves and storage facilities, and associated assets, facilities and equipment, but would exclude any assets, 
facilities, or equipment that would cause the owner or operator thereof to be deemed a public utility company. As of 
December 31,2004, we did not have any investments in these Energy-Related Assets. 

* Infrastructure Services Companies 

Cinergy has been granted SEC authority under the PUHCA to invest up to $500 million in companies that derive or 
will derive substantially all of their operating revenues from the sale of Infrastructure Services including: 

Design, construction, retrofit, and maintenance of utility transmission and distribution systems; 

Installation and maintenance of natural gas pipelines, water and sewer pipelines, and underground and 
overhead telecommunications networks; and 

Installation and servicing of meter reading devices and related communications networks, including fiber 
optic cable. 



At Decclnber 31, 2004, we had invested approximately $70 million in Infrastructure Services companies. In 
February 2005, Cinergy filed an application with the SEC under PUHCA requesting authority to invest up to $100 
million in InTrastructure Services companies through December 31, 
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2008, which is a $400 million reduction in Cinergy7s current authority. At this time, we are unable to predict 
whether the SEC will approve this request. 

Guarantees 

We are subject to an SEC order under the PUHCA, which limits the amounts Cinergy Corp. can have outstanding under guarantees at 
any one time to $2 billion. As of December 31, 2004, we had approximately $877 million outstanding under the guarantees issued, of 
which approximately 96 percent represents guarantees of obligations reflected on Cinergy7s Balance Sheets. The amount outstanding 
represents Cinergy Corp.'s guarantees of liabilities and commitments of its consolidated subsidiaries, ~lnconsolidated subsidiaries, 
and joint ventures. In February 2005, Cinergy filed an application with the SEC under the PUHCA requesting authority to have an 
aggregate amount of' guarantees outstanding at any point in time not to exceed $3 billion. At this time, we are unable to predict 
whether the SEC will approve this request. 

See Note 1 l(c)(v) of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data" for a discussion 
of guarantees in accordance with Financial Accounting Standards Board Interpretation No. 45, Guamiztor's Accountiizg atzd 
L)isclosuie Requiietnetzts for Guaraiztees, Iilcludirlg Iiidiiect G~~aizl.ntees of ltldebtediless of Others (Interpretation 45). Interpretation 
45 requires disclosure of maximum potential liabilities for guarantees issued on behalf of unconsolidated subsidiaries and joint 
ventures and under indemnification clauses in various contracts. The Interpretation 45 disclosure differs from the PUHCA restrictions 
in that it requires a calculation of maximum potential liability, rather than actual amounts outstanding; it excludes guarantees issued on 
behalf of consolidated subsidiaries; and it includes potential liabilities under indemnification clauses. 

Marketirzg & Tradittg Liquidity Risks 

Cinergy has certain contracts in place, primarily with trading counterparties, that require the issuance of collateral in the event our 
debt ratings are downgraded below investment grade. Based upon our December 31, 2004 trading portfolio, if such an event were to 
occur, Cinergy would be required to issue up to approximately $310 million in collateral related to its gas and power trading 
operations, of which $69 million is related to CG&E. 

Capital Resources 

Cinergy, CG&E, PSI, and ULH&P meet their current and future capital requirements through a combination of funding sources 
including, but not limited to, internally generated cash flows, tax-exempt bond issuances, capital lease and operating lease structures, 
the securitization of certain asset classes, short-term bank borrowings, issuance of commercial paper, and issuances of long-term debt 
and equity. Funding decisions ale based on market conditions, market access, relative pricing information, borrowing duration and 
current versus forecasted cash needs. Cinergy, CG&E, PSI, and ULH&P are committed to maintaining balance sheet health, 
responsibly managing capitalization, and maintaining adequate credit ratings. Cinergy, CG&E, PSI, and ULH&P believe that they 
have adequate financial resources to meet their future needs. 

Sale of Accouttts Receivable 

CG&E, PSI, and ULH&P have an agreement with Cinergy Receivables Company, LLC (Cinergy Receivables), an affiliate, to sell, 
on a revolving basis, nearly all of the retail accounts receivable and related collections of CG&E, PSI, and ULH&P. Cinergy 
Receivables funds its purchases with borrowings from commercial paper conduits that obtain a security interest in the receivables. 
This program accelerates the collection of cash for CG&E, PSI, and ULH&P related to these retail receivables. Cinergy Corp. does 
not consolidate Cinergy Receivables because it meets the requirements to be accounted for as a qualifying special purpose entity 
(SPE). A decline in the long-term senior unsecured credit ratings of CG&E, PSI, and ULH&P below investment grade would result 
in the termination of the sale program and discontinuance of future sales of receivables. 



Notes Payable artd Otlier Slzort-ternz Obligatiolts 

We are required to secure authority to issue short-term debt from the SEC under the PLJHCA and from the PUCO. The SEC under 
the PIJHCA regulates the issuance of short-term debt by Cinergy Corp., PSI, and UL,H&P. The PUCO has regulatory iurisdiction 
over the issuance of short-term debt by CG&E. 

Short-term Regulatory Authority 
December 31,2004 

(in millions) 

Authority Outstanding 

Cinergy Corp. 
CG&E and subsidiaries 
PSI 
UL,H&P 

(1) Cinergy Corp., under the PUHCA, was granted approval to increase total capitalization (excluding retained 
earnings and accumulated other comprehensive income (loss)), which may be any combination of debt and equity 
securities, by $5 billion. Outside this requirement, Cinergy Corp. is not subject to specific regulatory dcbt 
authorizations. 

(2) In December 2004, Cinergy and ULH&P requested approval from the SEC for an increase in ULH&P's authority 
from $65 million to $150 million to coincide with the completion of its pending transaction with CG&E in which 
IJLH&P will acquire interests in three of CG&E's electric generating stations. At this time, we are unable to 
predict whether the SEC will approve this request. 

For the purposes of quantifying regulatory authority, short-term debt includes revolving credit line borrowings, uncommitted credit 
line borrowings, intercompany money pool obligations, and commercial paper. 



Cinergy Corp.'s short-term borrowing consists primarily of unsecured revolving lines of credit and the sale of commercial paper. 
Cinergy Corp.'s $2 billion revolving credit facilities and $1.5 billion commercial paper program also support the short-term 
borrowing needs of CG&E, PSI, and ULH&P. In addition, Cinergy Corp., CG&E, and PSI maintain uncommitted lines of credit., 
These facilities are not firm sources of capital but rather informal agreements to lend money, subject to availability, with pricing 
determined at the time of advance. The following is a summary of outstanding short-term borrowings for Cinergy, CG&E, PSI, and 
ULH&P, including variable rate pollution control notes: 

Short-term Borrowings 

Available 
Revolving 

Established Standby Lines of 
Lines Outstanding Unused Liquidity(1) Credit 

(in millions) 

Cinergy 
Cinergy Corp. 

Revolving lines(2) $ 2,000 $ -- $ 2,000 $ 688 $ 1,312 
Uncomnlitted lines(3) 40 - 40 
Commercial paper(4) 676 

Utility operating companies 
Uncommitted lines(3) 75 - 75 
Pollution control notes 248 

Non-regulated subsidiaries 
Revolving lines(5) 158 8 150 - 150 
Short-term debt 2 
Pollution control notes 25 

Cinergy Total 

CG&E and subsidiaries 
Uncommitted lines(3) $ I5 $ - $ 15 
Pollution control notes 112 
Money pool 180 

CG&E Total 

PSI 
Uncommitted lines(3) $ 60 $ - $ 60 
Pollution control notes 136 
Money pool 130 

PSI Total 

ULH&P 
Money pool 

ULH&P Total 

(1) Standby liquidity is reserved against the revolving lines of credit to support the commercial paper program and 
outstanding letters of credit (currently $676 million and $12 million, respectively). 

(2) Consists of a three-year $1 billion facility and a five-year $1 billion facility. The five-year facility contains $500 
million sublimits each for CG&E and PSI. 

(3) These facilities are not guaranteed sources of capital and represent an informal agreement to lend money, subject to 
availability, with pricing to be determined at the time of advance. 

(4) In September 2004, Cinergy Corp. increased its commercial paper program limit from $800 million to $1.5 
billion. The commercial paper program is supported by Cinergy Corp.'~ revolving lines of credit. 



(5) In December 2004, Cinergy Canada, Inc. successfully placed a $1 50 million three-year senior revolving credit 
facility. 



At December 31, 2004, Cinergy Corp. had approximately $1.3 billion remaining unused arid available capacity relating to its $2 
billion revolving credit facilities. These revolving credit facilities include the following: 

Credit Facility 

Five--year senior revolving 
Direct borrowing 
Commercial paper support 

Total five-year facility(1) 

Three-year senior revolving 
Direct borrowing 
Commercial paper support 
Letter of credit support 

Total three-year facility(2) 

Total Credit Facilities 

Outstanding 
Expiration Establisfied Lines and Committed Unused and Available 

(in millions) 

December 2009 
$ 

April 2007 

(1) In April 2004, Cinergy Corp. successfully placed a $500 million 364-day senior unsecured revolving credit 
facility. This facility replaced the $600 million 364-day senior unsecured revolving credit facility that expired in 
April 2004. In December 2004, Cinergy Corp. successfully replaced the $500 million 364-day facility with a $ 1  
billion five-year facility. CG&E and PSI each have $500 million borrowing sublimits on this facility. 

(2) In April 2004, Cinergy Corp. successfully placed a $1 billion three-year senior unsecured revolving credit 
facility. This f'acility replaced the $400 million three-year senior unsecured revolving credit facility that was set to 
expire in May 2004. 

In our credit facilities, Cinergy Corp. hias covenanted to maintain: 

a consolidated net worth of $2 billion; and 

* a ratio of consolidated indebtedness to consolidated total capitalization not in excess of 65 percent. 

As part of CG&E's $500 million sublimit under the $1 billion five-year credit facility, CG&E has covenanted to maintain: 

a consolidated net worth of $1 billion; and 

* a ratio of consolidated indebtedness to consolidated total capitalization not in excess of65 percent. 

As part of PSI'S $500 million sublimit under the $1 billion five-year credit facility, PSI has covenanted to maintain: 

* a consolidated net worth of $900 million; arid 

a ratio of consolidated iridebtedness to consolidated total capitalization not in excess of 65 percent. 



A breach of these covenants could result in the termination of the credit facilities and the acceleration of the related indebtedness. In 
addition to breaches of covenants, certain other events that could result in the termination of available credit and acceleration of the 
related indebtedness include: 

bankruptcy; 

defaults in the payment of other indebtedness; and 

* judgments against the company that are not paid or insured. 

The latter two events, however, are subject to dollar-based materiality thresholds. 

As discussed in Note l(q)(i) of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data7', 
long-term debt increased in the third quarter of 2003 resulting from the adoption of Interpretation 46. The debt which was recorded 
as a result ol'this new accounting pronouncement ciid not cause 



Cinergy Corp. to be in breach of any covenants at the time of adoption. As of December 31,2004, Cinergy, CG&E, and PSI are in 
compliance with all of their debt covenants. 

Vatiable Rate Poll~ltiorl Cotltrol Notes 

CG&E and PSI have issued certain variable rate pollution control notes (tax-exempt notes obtained to finance equipment or land 
development for pollution control purposes). Because the holders of these notes have the right to have their notes redeemed on a 
daily, weekly, or monthly basis, they are reflected in Notes payable arld othel short-term obligations on the Balance Sheets of 
Cinergy, CG&E, and PSI. At December 31,2004, Cinergy, CG&E and PSI had $273 million, $1 12 million and $136 million, 
respectively, outstanding in  variablc rate pollution control notes, classified as short-term debt. ULH&P had no outstanding 
short-term pollution control notes. Any short-term pollution control note borrowings outstanding do not reduce the unused and 
available short-term debt regulatory authority of CG&E, PSI, and ULH&P. See Note 5 oI the "Notes to Financial Statements" in 
"Item 8. Financial Statements and Supplementary Data". 

Cot~zmercial Paper 

Cinergy Corp.'s commercial paper program is supported by Cinergy Corp.'s $2 billion revolving credit facilities. The commercial 
paper program supports, in part, the short-term borrowing needs of CG&E and PSI and eliminates their need for separate commercial 
paper programs. In September 2004, Cinergy Corp. expanded its commercial paper program from $800 million to a maximum 
outstanding principal amount of $1.5 billion. As of December 3 1,2004, Cinergy Corp. had $676 million in commercial paper 
outstanding. 

Money Pool 

Cinergy Corp., Cinergy Services, Inc., and our utility operating companies participate in a money pool arrangement to better manage 
cash and working capital requirements. Under this arrangement, those companies with surplus short-term funds provide short-te~m 
loans to affiliates (other than Cinergy Corp.) participating under this arrangement. This surplus cash may be from internal or external 
sources. The amounts outstanding under thus money pool arrangement are shown as a component of Notes I-eceivablefi-om affiliated 
cornparlies and/or Notes payable to afiliated conzparzies on the Balance Sheets of CG&E, PSI, and ULH&P. Any money pool 
borrowings outstanding reduce the unused and available short-term debt regulatory authority of CG&E, PSI, and ULH&P. 

Operating Leases 

We have entered into operating lease agreements for various facilities and properties such as computer, communication and 
transportation equipment, and office space. See Note 6(a) of the "Notes to Financial Statements" in "Item 8. Financial Statements and 
Supplementary Data" fbr additional information regarding operating leases. 

Capital Leases 

Our utility operating companies are able to enter into capital leases subject to the authorization limitations of the applicable state 
utility commissions. New financing authority is subject to the approval of the respective commissions. The following table presents 
further information related to the capital lease authorizations of CG&E, PSI, and ULH&P at December 31, 2004. 

Capital Lease Authority 
December 31,2004 

(in millions) 

Outstanding Remaining Expiration Date 

CG&E and subsidiaries $ 9 $ 5 1 1213 112005 



PSI 
ULH&P 



See Note 6(b) of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplernentary Data" for additional 
information regarding capital leases. 

Long-ter~n Debt 

We are required to secure authority to issue long-term dcbt from the SEC under the PUHCA and the state utility commissions of 
Ohio, Kentucky, and Indiana. The SEC under the PUHCA regulates the issuance of long-term debt by Cinergy Corp. The 
respective state utility commissions regulate the issuance of long-term debt by our utility operating companies. 

A current summary of our long-term debt authorizations at Dcccmber 31,2004, was as follows: 

Authorized Used Available 
(in millions) 

Cinergy Corp. 
PUHCA total capitalization(l)(2) 

CG&E and subsidiaries(3) 
State Public Utility Commissions 
State Public Utility Commission - Tax-Exempt 

PSI 
State Public Utility Commission 
State Public Utility Commission - Tax-Exempt 

ULH&P 
State Public Utility Commission(4) 

(1) Cinergy Corp.. under the PUHCA, was granted approval to increase total capitalization (excluding retained 
earnings and accumulated other comprehensive income (loss)), which may be any combination of debt and equity 
securities, by $5 billion. Outside this requirement, Cinergy Corp. is not subject to specific regulatory debt 
authorizations. 

(2) In February 2005, Cinergy filed an application with the SEC under the PUHCA to issue an additional $5 billion in 
any combination of dcbt and equity securities from time to time through December 31,2008. At this time, we are 
unable to predict whether the SEC will approve this request. 

(3) Includes amounts for ULH&P. 

(4) In January 2005, ULH&P filed an application with the Kentucky Public Service Commission (KPSC) seeking 
financing authority to issue and sell up to $500 million principal amount of secured and unsecured debt; enter into 
inter-company promissory notes up to an aggregate principal amount of $200 million; and borrow up to a maximum 
of $200 million aggregate principal amount of tax-exempt debt through December 31,2006. 

Cinergy Corp. has an effective shelf registration statement with the SEC relating to the issuance of up to $750 million in any 
combination of common stock, preferred stock, stock purchase contracts or unsecured debt securities, of which approximately $323 
million remains available for issuance. CG&E has an effective shelf registration statement with the SEC relating to the issuance of up 
to $800 million in any combination of unsecured debt securities, first mortgage bonds, or preferred stock, all of which remains 
available for issuance. PSI has an effective shelf registration statement with the SEC relating to the issuance of up to $800 million in 
any combination of unsecured debt securities, first mortgage bonds, or preferred stock, all of which remains available for issuance. 
ULH&P has an effective shelf registration statement with the SEC for the issuance of up to $75 million in unsecured debt securities, 
$35 million of which remains available for issuance. ULH&P also has an effective shelf registration statement with the SEC relating 
to the issuance of up to $40 million in first mortgage bonds, of which $20 million remains available for issuance. 



Off-Balarzce Slzeet Arra~zgernerzts 

Cinergy uses off-balance sheet arrangements from time to time to facilitate financing of various projects. Off-balance sheet 
arrangements are often created for a single specified purpose, for example, to facilitate securitization, leasing, hedging, research and 
development, reinsurance. or other transactions or arrangements. The following describcs our major off-balance sheet arrangements 
excluding the investments Cinergy holds in various unconsolidated subsidiaries which are accounted for under the equity method. 
3ce Note I (b)(ii) of the "Notes to 



Financial Statements" in "Item 8. Financial Statements and Supplementary Data" lor additional information on the accounting for 
equity method investmcnts. 

( i )  C~iarzrtlrees 

Cinergy has entered into various conttacts that are classified as guarantees under Interpretatior~ 45. For furthei information, see Note 
1 l(c)(v) of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data". 

(i i)  Retailled lilterest in Ashers Trutrsferred to an Ut~consolid~ited Eiltity 

In February 2002, CG&E, PSI, and ULH&P replaced their existing agreement to sell certain of their accounts receivable and related 
collections. Cinergy Corp. fbrmed Cinergy Receivables to purchase, on a revolving basis, nearly all of the retail accounts receivable 
and related collections of CG&E, PSI, and ULH&P. Cinergy Corp. does not consolidate Cinergy Receivables since it meets the 
requirements to be accounted for as a qualifying SPE. CG&E, PSI, and ULH&P each retain an interest in the receivables transferred 
to Cinergy Receivables. The transfer of receivables are accounted for as sales, pursuant to Statement of Financial Accounting 
Standards No. 140, Accounting for 7i-arz.yfel.~ and Setvicing of Firlarzcial Assets and Extirzguislznzeizts of Liabilities. For a more 
detailed discussion of our sales of accounts receivable, see Note 3(c) of the "Notes to Financial Statements" in "Item 8. Financial 
Statements and Supplementary Data". 

(iii) Derivative Irzstr~imetzts rh~zr are Classified as E q i i i ~  

In 2001. Cinergy Corp. issued approximately $31 6 million notional amounts of combined securities, a component of which was stor 
purchase contracts. 'These contracts obligated the holder lo purchase common shares of Cinergy Corp. stock by February 2005. 
Since the stock purchase contracts were detachable and classified in equity, the change in their fair value was not recorded in equity or 
earnings. In January and February 2005, the stock purchase contracts were settled, resulting in the issuance of common stock that is 
recorded on Cinergy's Balance Sheets as Common Stock Equity. For further information see Note 3(b) of the "Notes to Financial 
Statements" in "Item 8. Financial Statements and Supplementary Data". 

(iv) Variable Interest Entities (VIE) 

Cinergy holds interests in VIES, consolidated and unconsolidated, as defined by Interpretation 46. For further information, see Note 
l(q)(i) and Note 3 of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data". 



Securities Ratirzgs 

As of January 3 1, 2005, the major credit rating agencies rated our securities as follows: 

Cinergy Corp. 
Corporate Credit 
Senior Unsecured Debt 
Commercial Paper 
Preferred Trust Securities 

CG&E 
Senior Secured Debt 
Senior Unsecured Debt 
Junior Unsecured Debt 
Preferred Stock 
Commercial Paper 

PSI 
Senior Secured Debt 
Senior Unsecured Debt 
Junior Unsecured Debt 
Preferred Stock 
Commercial Paper 

ULH&P 
Senior IJnsecured Debt 

A- 
BBB+ 
BBB 
BBB 
F-2 

A- 
BBB+ 
BBB 
BBB 
F-2 

A3 
Baal 
Baa2 
Baa3 
P-2 

A3 
Baal 
Baa2 
Baa.? 
P-2 

Baal 

BBB+ 
BBB 
A-2 
BBB 

A- 
BBB 
BBB- 
BBB-- 
Not Rated 

A- 
BBB 
BBB- 
BBB- 
Not Rated 

BBB 

(1) Fitch Ratings (Fitch) 

(2) Moody's Investors Service (Moody's) 

(3) Standard & Poor's Ratings Services (S&P) 

The highest investment grade credit rating for Fitch is AAA, Moody's is Aaal, and S&P is AAA. 

The lowest investment grade credit rating for Fitch is BBB-, Moody's is Baa.?, and S&P is BBB-. 

A security rating is not a recommendation to buy, sell, or hold securities. These securities ratings may be revised or withdrawn at any 
time, and each rating should be evaluated independently of any other rating. 

Equity 

IJnder the SEC's June 2000 Order, Cinergy Corp. is permitted to increase its total capitalization by $5 billion (as previously 
discussed). The proceeds from any new issuances will be used for general corporate purposes. 

Cinergy Corp. issued approximately 3.9 million shares in 2004 and approximately 4.6 million shares in 2003 to satisfy its obligations 
under its various employee stock plans and the Cinergy Corp. Direct Stock Purchase and Dividend Reinvestment Plan. 



In January 2003, Cinergy Corp. filed a shelf registration statement with the SEC with respect to the issuance of common stock, 
preferred stock, and other securities in an aggregate offering amount of $750 million. In February 2003, Cinergy issued 5.7 million 
shares of common stock of Cinergy Corp. with net proceeds of approximately $1 75 million under this registration statement. The net 
proceeds from this transaction were used to reduce short-term debt of Cinergy Corp. and for other general corporate purposes. In 
December 2004, Cinergy Corp. issued 6.1 million shares of common stock with net proceeds of approximately $247 million, which 
were used to reduce short-term debt. 

In May and August of 2003, Cinergy Corp. contributed $200 million in capital to PSI in two separate $100 million capital 
contributions to support PSI'S current credit ratings. 

In January and February 2005, Cinergy Corp. issued a total of 9.2 milliorl shares of common stock pursuant to certain stock purchase 
contracts that were issued as a component of combined securities in December 2001. Net proceeds from the transaction of 
approximately $316 million were used to reduce short-term debt. See 



Note 3(b) of the "Notes to Financial Statements" in "Item 8. Financial Statements and Supplementary Data" for further discussion or 
the securities. 

Cinergy Corp.'s ability to pay dividends to holders of its common stock is principally dependent on the ability of CG&E and PSI to 
pay Cinergy Corp. dividends on their cornrnon stocl<. Cinergy Corp., CG&E, and PSI cannot pay dividcnds on their common stock 
if their respective preferred stock dividends or preferred trust dividends are in arsears. The amount of common stock dividcnds that 
each company can pay is also limited by certain capitalization and earnings requirements under CG&E's and PSI'S credit 
instruments. Currently, these requirelnents do not impact the ability of either company to pay dividends on its comlnon stock. 

Where subject to rate regulations, our utility operating companies have the ability to timely recover certain cash outlays through 
various regulatory mechanisms. 

As opportunities arise, we will continue to monetize certain non-core investments, which would include our international assets and 
other technology investments. 



MD&A - FUTURE EXPECTATIONSfrRENDS 

FUTURE EXPECTATIONSITRENDS 

In the "Future Expectations/Trends" section, we discuss developments in the electric and gas industry and other matters. Each of 
these discussions will address the current status and potential future impact on our financial position or results of operations. 

ELECTRIC INDUSTRY 

Regulatory Outlook and Significant Rate Developments 

Currently, regulatory and legislative initiatives shaping the transition to a competitive retail market are the responsibilities of the 
individual states. Many states, including Ohio. have enacted electric utility deregulation legislation. In general, these initiatives have 
sought to separate the electric utility service into its basic components (generation, transmission, and distribution) and offer each 
component separately for salc. This separation is referred to as unbundling of the integrated services. Under the customer choice 
initiative in Ohio, wc continue to transmit and distribute electricity; however, the customer can purchase electricity from any certified 
supplier. The following sections further discuss the current status of deregulation legislation and other significant regulatory 
developments in the states of Ohio, Indiana, and Kentucky, which encompass o u ~  utility service territories. 

CG&E is in a market development period for residential customers and in the competitive retail electric market for non-residential 
customers, transitioning to deregulation of electric generation and a competitive retail electric service market in the state of Ohio. The 
market development (frozen rate) period began January 1, 2001, ended December 3 1,2004 for non-residential customers and is 
scheduled to end December 31, 2005 for residential customers. 

CG&E made multiple rate filings in 2003 with the PUCO seeking approval of CG&E's methodology for establishing market-based 
rates for generation service at the end of the market development period and to Iecover investments made in the transmission and 
distribution system. The PUCO requested in these proceedings that CG&E propose a RSP to mitigate the potential for significant rate 
increases when the market development period comes to an end. 111 January 2004, CG&E filed its proposed RSP. In May 2004, 
CG&E entered into a settlement agreement with many of the parties to these proceedings requesting that the PUCO approve a 
modified version of the RSP. In September 2004, the PUCO issued an order seeking to modify several key provisions of this 
settlement and as a result of these modifications, CG&E filed a petition for rehearing in October 2004. The PUCO approved a 
modified version of the plan in November 2004, the major features of which are as follows: 

0 Provider of Last Resort (POLK) Charge: CG&E will begin to collect a POLR charge from non-residential 
customers effective January 1, 2005, and from residential customers effective January 1, 2006. The POLR charge 
includes several discrete charges, the most significant being an annually adjusted component (AAC) intended to provide 
cost recovery primarily for environmental compliance expenditures; an infrastructure maintenance fund charge (IMF) 
intended to provide compensation to CG&E for committing its physical capacity to meet its POLR obligation; and a 
system reliability tracker (SRT) intended to provide cost recovery for capacity purchases, purchased power, reserve 
capacity, and related market costs for purchases to meet capacity needs. We anticipate the collection of the AAC and 
IMF will result in an approximate $36 millior~ increase in revenues in 2005 and an additional $50 rnillion in 2006. The 
SRT will be billed based on dollar-for-dollar costs incurred. A portion of these charges are avoidable by certain 
customers who switch to an alternative generation supplier. Therefore, these estimates are subject to change, depending 
on the level of switching that occurs in future periods. In 2007 and 2008, CG&E could seek additional increases in the 
AAC component of the POLR based on CG&E's actual net costs for the specified expenditures. 

0 Generation Rates and Fuel Recovery: A new rate has been established for generation service after the market 
development period ends. In addition, a fuel cost recovery mechanism will be established to recover costs for fuel, 
emission allowances, and certain purchased power costs, that exceed the amount originally included in the rates frozen in 
the CG&E transition plan. These new rates will apply to 





non-residential customers beginning January I ,  2005 and to residential customers beginning January 1, 2006. 

Generation Rate Reduction: The existing five percent generation rate reduction required by statute for residential 
customers implemented under CG&E's 2000 plan will end on December 31,2005. 

Transmission Cost Recovery: Transmission cost recovery mechanisms will be established beginning January 1, 2005 
for non-residential customers and January 1.2006 for residential customers. The transmission cost recovery 
mechanisms will permit CG&E to recover Midwest IS0  charges, all FERC approved transmission costs, and all 
congestion costs allocable to retail ratepayers that are provided service by CG&E. 

0 Distribution Cost Recovery: CG&E will have the ability to defer certain capital-related distribution costs lrom July I, 
2004 through December 3 1, 2005 with recovery from non-residential customers to be provided through a rider 
beginning January I, 2006 through December 3 1.2010. 

CG&E had also filed an electric dist~ibution base rate case for residential and non-residential customers to be effective January 1, 
2005. Under the terms of the RSP described previously, CG&E withdrew this base rate case and, in February 2005, CG&E filed a 
new distribution base rate case with rates to become effective January 1, 2006. The requested amourit of the increase is approximately 
$78 million. 

The RSP provides for rate recovery through December 31, 2008. Although i t  is difficult to predict, it is likely that any one of three 
scenarios could exist after the rate stabilization period ends in 2008: 

0 The legislation could be repealed or revised to establish a return to regulation of electric generation; 

0 Deregulation and a competitive retail electric service market with market-based rates for all customer classes; or 

A hybrid of regulation and deregulation. 

Although we cannot predict the regulatory outcome, we believe any of these scenarios could have a material impact on our financial 
position and results of operations. However, we believe that a return to regulation of electric generation would provide the least 
volatility in ongoing results, although likely accompanied by less opportunity for growth in earnings. 

In December 2004, CG&E filed an application with the PUCO requesting recovery of future costs of additional generating facilities in 
Ohio, for either construction of new electric generating facilities or the purchase of existing assets currently owned by others. CG&E 
would seek recovery of these costs over the lives of the assets. These investments are needed to meet ongoing load growth by 
customers receiving generation service from CG&E and would enable the company to reliably meet its obligation as the provider of 
last resort for customers returning to CG&E fkom alternate suppliers. To maintain flexibility in providing electric service at the 
lowest cost, CG&E is also seeking the authority to purchase existing capacity and power from other suppliers and to earn a return 
commensurate with the risk from these agreements. 

We are not aware of any current plans fbr electric deregulation in Indiana. 

In May 2004, the IURC issued an order approving PSI's base retail electric rate case, and PSI implemented base retail electric rate 
changes to its tariffs. When combined with revenue increases attributable to PSI's environmental construction-work-in-progress 
tracking mechanism, the order results in an approximate $140 million increase in annual revenues. PSI's original request for an 
approximate $1 80 million annual revenue increase was reduced by approximately $20 million for a lower return on equity, 
approximately $15 million of assumed profits included in base rates related to off-system sales (subject to future adjustment through a 
tracking mechanism and a 50150 sharing agreement), and approximately $5 million of additional items. The order authorizes full 



recovery of all requested regulatory assets and an overall 7.3 percent return, including a 10.5 percent return on equity. In addition, the 
IURC's ordc~ provides PSI the continuation of a purchased power tracker and the establishment of new trackers for future NOx 
cmission allowance costs and certain costs related to the Midwcst ISO. 

Cinergy is studying the feasibility of constructing a commercial integrated coal gasification combined cycle (IGCC) generating 
station to 



help meet increased demand over the next decade. PSI would own all or part of the facility and operate it. Cinergy will partner w~th 
Bechtel Corpolation and General Electric Company to complete this study. An IGCC plant turns coal to gas, removing most of the 
SO2 and other emissions before the gas is used to fuel a combustion turbine genelator. The technology uses less wale1 and has fewer 
emissions than a conventional coal-flred plant with cur~ently required pollution control equipment. Another benefit is the potential t 
remove mercury and CO2 upstream of the combust~on process at a lower cost than conventional plants. If a decision is rcached to 
move forward with constructing such a plant, PSI would seek approval from the IURC to begin construction. If approved, we would 
anticipate the IURC's subsequent approval to include the assets in PSI's rate base. 

In November 2004, PSI filed a compliance plan case with the IURC seeking approval of PSI's plan for complying with pending SO2, 
NOx, and mercury emission reduction requirements, including approval of cost recovery and an overall rate of return of eight percent 
related to certain projects. PSI requested approval to recover the financing, depreciation, and operating and maintenance costs, among 
others, related to approximately $1.08 billion in capital projects designed to reduce emissions of'SO2, NOx, and Mercury at PSI's coal 
burning generating stations. An evidentiary hearing is scheduled for April 2005 and a final IURC Order is expected in the third 
quarter of 2005. 

Kentucky 

We are not aware of any current plans for electric deregulation in Kentucky. 

The KPSC has conditionally approved ULH&P's planned acquisition of CG&E's 68.9 percent ownership interest in the East Bend 
Generating Station, located in Boone County, Kentucky, the Woodsdale Generating Station, located in Butler County, Ohio, and one 
generating unit'at the four-unit Miami Fort Station located in Hamilton County, Ohio. ULH&P is currently seeking approval of the 
transaction from the SEC, wherein the Ohio Consumers Counsel has intervened in opposition, and the FERC. The transfer, which will 
be paid for at net book value, will not affect current electric rates for ULH&P's customers, as power will be provided under the same 
terms as under the current wholesale power contract with CG&E through December 31, 2006. Assuming receipt of regulatory 
approvals, we would anticipate the transfer to take place in the second quarter of 2005. Once approved, ULH&P would be required 
to file a rate case with the KPSC to include these assets in rate base with rate increases to be effective January 1, 2007. Costs of fuel 
and emission allowances would be recovered through a fuel adjustment clause currently in existence in Kentucky, beginning January 
1, 2007 when the assets are in rate base. Because the KPSC has already conditionally approved the transfer, we expect the regulatory 
process to result in a reasonable rate base valuation for these assets; however, at this time we cannot predict whether we will receive 
approval of the transaction from the FERC and SEC. 

FERC and Midwest IS0  

Midwest I S 0  Energy Markets 

The Midwest IS0 is a regional transmission organization established in 1998 as a non-profit organization which maintains functional 
control over the combined transmission systems of its members, including Cinergy. In March 2004, the Midwest IS0  filed with the 
FERC proposed changes to its existing transmission tariff to add terms and conditions to implement a centralized economic dispatch 
platform supported by a Day-Ahead and Real-Time Energy Market design, including Locational Marginal Pricing and Financial 
Transmission Rights (Energy Markets 'TarifQ. The Midwest IS0 is now in the final stages of market trials and testing of its Energy 
Markets Tariff. The FERC has issued orders that, among other things, conditionally approve the start-up of the Energy Markets 
Tariff. The projected implementation date is April 1, 2005. Requests for rehearing are pending before FERC, and FERC's orders have 
also been appealed to a federal appeals court. 

Specifically, the Energy Markets Tariff proposes to manage system reliability through the use of a market-based congestion 
management system. The proposal includes a centralized dispatch platform, the intent of which is to dispatch the most economic 
resources to meet load requirements reliably and efficiently in the Midwest IS0  region, which covers a large portion of 15 midwestern 
states and one Canadian province. The Energy Markets Tariff uses Locational Marginal Pricing (i.e., the energy price for the next 
MW may vary throughout the Midwest IS0 market based on transmission congestion and energy losses), and the allocation or auctior. 
of Financial Transmission Rights, which are instruments that hedge against congestion costs occurring in the Day-Ahead market. The 
Energy Markets Tariff also includes market monitoring and mitigation measures as well as a resource adequacy proposal, that 





proposes both an interim solution for participants providing and having access to adequate generation resources as well as a proposal 
to develop a long-term solution to resource adequacy concerns. The Midwest ISO will perform a day-ahead unit commitment and 
dispatch forecast for all resources in its market. The Midwest ISO will also perform the real time resource dispatch for resources 
under its control on a five minute basis. The Cinergy utility operating companies will seek to recover costs that they incur related to I 
the Energy Markets Tariff. This is a significant undertaking by the Midwest IS0 and its stakeholders and testing is not yet complete. 
At this time, we canriot predict the outcome of these matters and whether they will have a material effect on our financial position or 
results of operations. 

Blackout Report 

In April 2004. the United States-Canada Power System Outage Task Fo~ce  issued its Final Report on the August 14,2003 Blackout in 
the United States and Canada. The report ~eviewed the causes 01 the Blackout and made 46 recommendations intended to minimize 
the likelihood and scope 01 similar events in the future. One of the recommendations is to make reliability standards mandatory and 
enforceable with penalties for noncompliance. In the past, compliance with North American Electric Reliability Council's reliability 
standaids and guidelines has largely been voluntary. At this time, we do not believe the recommendations of the Final Report, if 
implemented, will have a material impact on our financial position or results of operations. 

FERC's Market Screen Orders 

In April 2004, the FERC issued an order establishing a new, interim set of market power screens for use in evaluating sales of 
wholesale power at market-based rates. In July 2004, the FERC issued an order generally affirming that order. In April 2004, the 
FERC also commenced a rulemaking to evaluate whether its overall test for market-based rates should be continued, and to determine 
a permanent market power test to replace the interim test. That rulemaking process remains pending. Under FERC's interim 
generation market power analysis, as a member of the Midwest ISO, Cinergy could consider the Midwest IS0 geographic market for 
purposes of FERC's market power analysis once the Midwest IS0  has a sufficient market structure and a single energy market. 
Cinergy does not believe it has market power in generation. However, if Cinergy were unable to establish that it does not have the 
ability to exercise market power in generation, it could result in the loss of market-based rate authority in certain regions of the 
wholesale market and, assuming such loss of market-based rate authority, would require Cinergy to charge certain wholesale 
customers cost-based rates for wholesale sales of electricity. In February, 2005, FERC issued final rules that may affect how and 
when circumstances have changed to an extent that requires FERC review of previously granted authorization to sell at existing 
market-based rates. At this time, we cannot predict the outcome of these matters and whether they will have a material effect on our 
financial position or results of operations. 

Global Climate Change 

Presently, GHG emissions, which principally consist of COz, are not regulated, and while several legislative proposals have been 
introduced in Congress to reduce utility GHG emissions, none have been passed. Nevertheless, we anticipate a mandatory program to 
reduce GHG emissions will exist in the future. We expect that any regulation of GHGs will impose costs on Cinergy. Depending on 
the details, any GHG regulation could mean: 

0 Increased capital expenditures associated with investments to improve plant efficiency or install C02 emission reduction 
technology (to the extent that such technology exists) or construction of alternatives to coal generation; 

Increased operating and maintenance expense; 

Our older, more expensive generating stations may operate fewer hours each year because the addition of C02 costs 
could cause their generation to be less economic; and 

Increased expenses associated with the purchase of C 0 2  emission allowances, should such an emission allowances 
market be created. 

We would plan to seek recovery of the costs associated with a GHG program in rate regulated states where cost recovery is permitted. 
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Thomas. 

Second Amendment to the Amended and Restated Cinergy Corp. June 30, 
Separation and Retirement Agreement and Waiver and 2002. Form 10-Q 
Release of Liability, between Cinergy Corp. and 
Larry E. Thomas. 

Amended and Restated Cinergy Corp. Non-Union Cinergy Corp. 2002 
Employees' 401 (k) Plan, adopted December 18,2002, Form 10-K 
effective January 1,2003. 

Amendment to Cinergy Corp. Non-IJnion Employees' Cinergy Corp. 2003 
401(k) Plan, efSective Dccembe~ 1, 2003, adopted Form 10-K 
October 10. 2003. 

Amendment to Cinergy Corp. Non-Union Employees' Cinergy Corp. 2003 
401 (k) Plan, effective January I, 2004, adopted Form 10-K 
December 16,2003. 

Amendment to Cinergy Corp. Non-Union Employees' 
401(k) Plan, effective January 1, 2005, adopted 
December 17,2004. 

Cinergy Corp. Union Employees' 401 (k) Plan as Cinergy Corp. 1999 
amended and restated effective January 1, 1998, Form 10-K 
adopted December 1 8, 1 997. 

Amendment to Cinergy Corp. IJnion Employees' Cinergy Corp. 1999 
401 (k) Plan, adopted December I, 1999, effective Form 10-K 
December 10, 1999. 

Amendment to Cinergy Corp. Union Employees' Cinergy Corp. 2003 
401(k) Plan, effective January 1, 2004, adopted Form 10-K 
December 16,2003. 

Amendment to Cinergy Corp. Union Employees' 
401(k) Plan, eflective January 1,2005, adopted 
December 17,2004. 

Cinergy Corp. Union Employees' Savings Incentive Cinergy Corp. 1999 
Plan as amended and restated effective January 1, Form 10-K 
1998, adopted December 18, 1997. 

Amendment to Cinergy Corp. TJnion Employees' Cinergy Corp. 1999 
Savings Incentive Plan, effective December I, 1999, Form 10-K 
adopted December 10, 1999. 



Cinergy Corp. Amendment to Cinergy Corp. Union Employees' 
Savings Incentive Plan, effective January 1,2004, 
adopted December 16,2003. 

Cinergy Corp. Amendment to Cinergy Corp. Union Employees' 
Savings Incentive Plan. effective January 1, 2005, 
adopted December 17,2004. 

Cinergy Corp. Cinergy Corp. Excess Profit Sharing Plan. effective as 
of January 1,2003, adopted December 20,2002. 

Cinergy Corp. Cinergy Corp. Excess Pension Plan, as amended and 
restated, effective as of January 1, 1998. 

Cinergy Corp. Amendment to Cinergy Corp. Excess Pension Plan, 
effective as of August 29, 2002. 

Cinergy Corp. Amendment to Cinergy Corp. Excess Pension Plan, 
effective as of Janua~y 1, 2003, adopted October 10, 
2003. 

Cinergy Corp. Amendment to Cinergy Corp. Excess Pension Plan, 
effective as of December 15, 2003. 

Cinergy Corp. 2003 
Form 10-K 

Cinergy Corp. 2003 
Form 10-K 

Cinergy Corp. 2003 
Form 10-K 

Cinergy Corp. 2003 
Form 10-K 

Cinergy Corp. 2003 
Form 10-K 

Cinergy Corp. 2003 
Form 10-K 



10-ttt Cinergy Corp. Amendment to Cinergy Corp. Excess Pension Plan, Cinergy Corp. 2003 
effective as of January 1,2004, adopted December 16, Form 10-K 
2003. 

1 0-uuu Cinergy Corp. Amendment to Cinergy Corp. Excess Pension Plan, 
effective as of January I, 2005, adopted December 17, 
2004. 

10-vvv PSI Asset Purchase Agreement by and anlong Cinergy PSI March 3 1, 2003 Form 
Capital & Trading, Inc., CinCap Madison, LLC and 10-Q 
PSI dated as of February 5, 2003. 

10-www PSI Asset Purchase Agrec~nent by and among Cinergy PSI March 31,2003 Form 
Capital &. Trading, Inc., CinCap VII, L,L,C and PSI 10-Q 
dated as of February 5,2003. 

10-xxx Cinergy Corp. Form of incentive stock option grant agreement. Cinergy Corp. September 
30.2004 Form 10-Q 

1 0 - y ~ ~  Cinergy Corp. Form of non-qualified stock option grant agreement. Cinergy Corp. September 
30,2004 Form 10-Q 

1 0-zzz Cinergy Corp. Form of restricted stock grant agreement. Cinergy Corp. September 
30,2004 Form 10-Q 

10-aaaa Cinergy Corp. Form of performance share grant agreement. Cinergy Corp. September 
30,2004 Form 10-Q 

10-bbbb Cinergy Corp. Form of phantom stock grant agreement Cinergy Corp. September 
30.2004 Form 10-Q 

10-cccc Cinergy Corp. S~~mmary Sheet of Compensation Arrangement between 
Cinergy Corp. and its Non-Employee Directors. 

10-dddd Cinergy Corp. Form of Stock Award Agreement by and between Cinergy Corp. Form 
Cinergy Corp. and its Directors 8-K, filed December 14, 

2004 

10-eeee Cinergy Corp. 

Subsidiaries of the 
registrant 

2 1 Cinergy Corp. 
CG&E 
PSI 

Consent of experts 
and counsel 

23 Cinergy Corp. 
CG&E 
PSI 
UI,H&P 

Power of attorney 
24 Cinergy Corp. 

CG&E 
PSI 
ULH&P 

Certifications 
31-a Cinergy Corp. 

CG&E 
PSI 
ULH&P 

31-b Cinergy Corp. 
CG&E 
PSI 
ULH&P 

32-a Cinergy Corp. 
CG&E 

Form of Deferred Compensation Agreement by and Cinergy Corp. Form 
between Cinergy Corp. and its Directors 8-K, filed December 14, 

2004 

Subsidiaries of Cinergy Corp., CG&E, and PSI 

Independent Auditors' Consent 

Power of Attorney 

Certification by James E. Rogers pursuant to Rule 
13a-14(a)/15d-l4(a) of the Exchange Act, as adopted 
pursuant to Section 302 of the Sarbanes-Oxley Act of 
2002. 

Certification by James L. Turner pursuant to Rule 
13a- 14(a)/lSd- 14(a) of the Exchange Act. as adopted 
pursuant to Section 302 of the Sarbanes-Oxley Act of 
2002. 

Certification by James E. Rogers pursuant to 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 of 



PSI the Sarbanes-Oxley Act of 200'2. 
ULH&P 
Cinergy Corp. Certification by James L. Turner pursuant to 18 U.S.C. 
CG&E Section 1350, as adopted pursuant to Section 906 of 
PSI the Sarbanes-Oxley Act of 2002. 
ULH&P 

(1) Regulation S-K 229.10(d) requires Registrants to identify the physical location, by SEC file number reference, of' all 
documents that are incorporated by reference and have been on file with the SEC for more than five years. The SEC fjle 
number references for Cinergy and its subsidiaries, which are registrants are provided below: 
Cinergy Corp. in file number 1-1 1377 
CG&E in file nurnber 1-1232 
PSI in  file number 1-3543 
ULH&Y in file number 2-7793 

Each ~egistrant hereby undertakes to furnish to the SEC upon request a copy of any long-term debt instrument not previously 
listed. 



FINANCIAL STATEMENT SCHEDUL,ES 

SCHEDULE I1 - VA1,UATION AND QUALIFYING ACCOUNTS 

FOR THE THREE YEARS ENDED DECEMBER 31,2004 

(in thousnnds) 

Col. A Col. B Col. C Col. D Col. E 
Additions 1)eductions 

I;or Purposes 
Balance at Charged to for Which Balance at 

Beginning of Charged to Other Reserves Were Close of 
Description Period Expenses Accounts Created Other Period 

Cinergy Corp. and subsidiaries 

Accumulated Provisions 
Deducted from Applicable Assets 

Allowance for Doubtful Accounts 

CG&E and subsidiaries 

Accumulated Provisions 
Deducted from Applicable Assets 

Allowance for Doubtful Accounts 

PSI 

Accumulated Provisions 
Deducted from Applicable Assets 

Allowance for Doubtful Accounts 

Accumulated Provisions 
Deducted from Applicable Assets 

Allowance for Doubtful Accounts 





SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of thc Securities Exchange Act of 1934, Cinergy Corp., The Cincinnati Gas & 
Electric Company, PSI Energy, Inc., and The Union Light, Heat and Power Company each has duly caused this rcport to be signed on 
its' behalf by the undersigned, thereunto duly authorized. 

CINERGY CORP. 

THE CINCINNATI GAS & ELECTRIC COMPANY 

PSI ENERGY, INC. 

THE UNION LIGHT, HEAT AND POWER COMPANY 

Registrants 

Date: February 25,2004 

BY Is1 James E. Rogers 
James E. Rogers 

Chief Executive Officer 



Pursuant to the requirements of the Exchange Act, this report has been signed by the following persons on behalf of the indicated 
registrants and in the capacities and on the dates indicated: 

Signature Title Date 

Cinergy Corp. 
Michael G. Browning:': 
Phillip R. Cox"' 
George C. Juilfs''' 
Thomas E. Petry'': 

Director 
Director 
Director 
Director 

February 2.5, 2005 
February 25,2005 
February 25,2005 
February 25,2005 

IS/ James E. Rogers 
James E. Rogers Director and Chief Executive Officer (principal executive 

officer) 
Director 
Director 
Director 
Director 

February 25, 2005 

Mary L. Schapiro:': 
John J. Schiff, Jr.''' 
Philip R. Sharp'" 
Dudley S. Taft:': 

February 25, 2005 
Februa~y 25,2005 
February 25,2005 
February 25,2005 

IS/ James L. Turner 
James L. Turner Chief Financial Officer (principal financial officer) February 25, 2005 

IS/ Lynn J. Good 
Lynn J. Good Vice President and Controller (principal accounting officer) February 25,2005 

CG&E 
Michael J. Cyrus:': Director February 25,2005 

IS/ James E. Rogers 
James E. Rogers Director and Chief Executive Officer (principal executive 

officer) 
February 25,2005 

IS/ James L. Turner 
James L. 'Turner Director and Chief Financial Officer (principal financial 

officer) 
February 25,2005 

IS/ Lynn J. Good 
Lynn J. Good Vice President and Controller (principal accounting 

officer) 
February 25,2005 

PSI 
Michael G. Browning:': 
Kay E. Pashas"' 

February 25,2005 
February 25,2005 

Director 
Director 

IS/ James E. Rogers 
James E. Rogers Director and Chief Executive Officer (principal executive 

officer) 
February 25,2005 

IS/ James L. Turner 
James L. Turner Chief Financial Officer (principal financial officer) February 25,2005 

IS/ Lynn J. Good 
Lynn J. Good Vice President and Controller (principal accounting 

officer) 
February 25,2005 

Michael J. Cyrus4' Director February 25,2005 

IS/ James E. Rogers 
James E. Rogers Director and Chief Executive Officer (principal executive 

officer) 
February 25,2005 



1st James L. Turner 
James L.. Turner Director and Chief Financial Officer (principal financial February 25,2005 

officer) 

1st Lynn J. Good 
L.ynn J. Good Vice President and Controller (principal accounting officer) February 25. 2005 

The undersigned, by signing his name hereto, does hereby execute this Form 10-K on behalf of the officers and directors of the 
registrant previously indicated by asterisks, pursuant to powers of attorney duly executed by such officcrs and directors and 
incorporated by reference as an exhibit to this Forin 10-K. 



IS/ James E. Rogers 
Jarnes E. Rogers 
Attortrey-111- Fact 
February 25,2005 

IS/ James L. Turner 
James L. Turner 
Attortzey-In-Fact 
February 25, 2005 



Exhibit 4-hhhh 

FIFTY-SIXTH SUPPLAEMENTAL, 

INDENTURE 

INDENTIJRE DATED SEPTEMBER 1,1939 

PSI ENERGY, INC. 

(FORMERLY NAMED "PUBLIC SERVICE COMPANY OF INDIANA, INC." AND 

SUCCESSOR BY CONSOL,IDATION TO PUBLIC SERVICE COMPANY OF INDIANA) 

LASAL,L,E BANK NATIONAL, ASSOCIATION 

AS TRUSTEE 

(FORMERLY NAMED "L,ASALLE NATIONAL BANK" AND THE 

SUCCESSOR TRUSTEE TO THE FIRST NATIONAL, BANK OF CHICAGO) 

DATED AS OF DECEMBER 1,2004 

CREATING FIRST MORTGAGE BONDS, SERIES 111, DUE DECEMBER 1,2039 AND 

FIRST MORTGAGE BONDS, SERIES JJJ, DIJE DECEMBER 1,2039 

AND 

OTHERWISE SUPPLEMENTING AND AMENDING THE INDENTIJRE 





TABLE OF CONTENTS 

PARTIES: 
Company (PSI Energy, Inc. formerly named Public Service Company 

of Indiana. Inc., successor by consolidation to Initial Mortgagor 
(Public Service Company of Indiana)). and Trustee 

RECITALS : 
Indenture of the Initial Mortgagor, dated September 1, 1939, and First 

Supplemental Indenture thereto of the Initial Mortgagor, dated 
as of March 1, 1941 

Consolidation of Initial Mortgagol (and four other companies) into the Company 
Execution by Company of Second Supplemental Indenture to the original Indenture 
Company substituted for Initial Mortgagol under Indenture 
Execution by Company of Third through the Fifty-Fifth Supplemental Indentures to the original Indenture 
LaSalle Banlc National Association, successor to original Trustee 
Change of name of Company Sioln Public Service Company of Indiana, Inc. to PSI Energy, Inc. 
Amount of bonds presently outstanding under the Indenture 
Fifty-Sixth Supplemental Indenture and Bonds of Series I11 and JJJ authorized 
Conditions precedent performed 

EXECUTING CL.AIJSE 



FIRST MORTGAGE BONDS, SERIES 111. DUE DECEMBER I .  2039. AND 
FIRST MORTGAGE BONDS, SERIES JJJ, DUE DECEMBER 1.2039. 

Se~tiotl I .  
Secfioll 2. 

Sectioll 3. 
Sectioll 4. 
S~ctiorz 5. 
Sectiotz (5. 

Secrior, 7 
Section 8. 
Secrioll 9. 

Creation and desionation of Bonds of Series I11 and JJJ 
Bonds of Series 111 ancl JJJ to be in reniste~ed form only 
Form of face of  the Series I11 Bond 
Form of reverse of tlic Scries I11 Bond and Trustee's certificate 
I;o~,m of face of the Series JJJ Bond 
F o ~ m  of revcl.se of thc Series JJJ Bond and Trustee's certificate 
Date of Bonds of Series 111 and JJJ 
Maturitv clatcs and interest rates of Bonds ol'Serics 111 and JJJ 
Place and manner of pavment of Bonds of' Series 111 and JJJ 
Denominations and numbe~~ing of'definitive Bonds of Series 111 and JJJ 
Temporary Bonds of Series I11 and JJJ and exchange thereof'for definitive bonds 
Maintenance and Renewal Fund shall not annlv to the Bonds of Series 111 and JJJ 
Inspection reauisements shall not annlv to the Bonds of Series I11 and JJJ 
Couipanv's riglit to further amend the orininnl Indenture 

ARTICLE 11. 

ISSUANCE OF BONDS OF SERIES 111 AND JJJ. 

Sc.ctiol1 I .  &?repate princinal amount of Bonds of Series 111 and Bonds of Series JJJ issuahle at once 

Section I .  Amendments to Article I of the original Indenture 
Section 2. Amendments to Article VII of'the original Indenture 
Sectiorz 3. No sinking fund Ihr the Bonds of Series I11 and JJJ 



ARTICLE IV. 

CONCERNING THE TRUSTEE. 

Acceptance of trust by Trustee 
Trustee not responsible for validity or sufficiency of Fifty-Sixth Supplemental Indenture, etc. 
Terms and conditions ol Article XVII of the original Indenture to be applied to the Fifty-Sixth Supplemental Indenture 

ARTICLE V. 

MISCELLANEOUS PROVISIONS. 

Sertior7 I. Rcfc~cnccs in anv a1 ticle o~ section ol the orininal Indenture refel to such article o~ section as aincndcd bv all 
Filtv-Sixth Sun~lemental Indentures tliacto 

Sectio~l 2. Oneration and const~uction ol amendments to the original Indenture 
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Sectioil 6. Pavnients Due on Legal Holidavs 
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SIGNATURES 
ACKNOWLEDGMENT BY COMPANY 
ACISNOWL,EDGMENT BY TRTJSTEE 



FIFTY-SIXTH SUPPLEMENTAL INDENTURE dated as of the first day of December, 2004, made and entered into by and 
between PSI ENERGY, INC. (hereinafter commonly rcfer~ed to as the "Company"), a corporation organized and existing under the 
laws ofthe State of Indiana, formerly named Public Scrvice Company of Indiana, Inc., and the successor by consolidation to Public 
Service Company of Indiana, an Indiana corpoiation, party of the first part, and LASALLE BANK NATIONAL ASSOCIA'TION, a 
national banking association organized and existing under the laws of the United States and having its office or place of business in 
the City of Chicago, State of Illinois, formerly named LaSalle National Bank, and the successor trustee to Thc First National Bank of 
Chicago (hereinafter conimonly leferred to as the "Trustee"), party of the second part, 

WITNESSETH: 

WHEREAS, Public Service Company of Indiana (hereinafter commonly referred to as the "Initial Mortgagor"), prior to its 
consolidation with certain other corporations to form the Company, executed and delivered to the Trustee a certain indenture of 
mortgage or deed of trust (hereinafter called the "original Indenture" when referred to as existing prior to any amendment thereto, and 
the "Indenture" when referred to as heretofore, now or hereafter amended), dated September 1, 1939, and a First Supplemental 
Indenture thereto, dated as of March 1, 1941, to secure the bonds of the Initial Mortgagor, its successors and assigns, issued from time 
to time under the Indenture in series for the purposes of and subject to the limitations specified in the Indenture; and 

WHEREAS, the Company on September 6. 1941, became, through a consolidation, the successor of the Initial Mortgagor 
(and four othe~ companies) and succeeded to all the rights and became liable for all the obligations of the Initial Mortgagor (and such 
other companies); and 

WHEREAS, aftel said consolidation, the Company executed and delivered a Second Supplemental Indenture, dated as of 
November 1, 1941, to the original Indenture for the purposes, among others, of (i) the making by the Company of an agreement of 
assumption and adoption by it of the Indenture, (ii) the assumption by the Company of the bonds (and interest and premium, if any, 
thereon) issued or to be issued under the Indenture, and of all terms, covenants and conditions binding upon it under the Indenture, and 
the agreeing by the Company to pay, perform and fulfill the same, and (iii) the conveying to the Trustee upon the trusts declared in the 
Indenture, but subject to any outstanding liens and encumbrances, all the property which the Company then owned or which it might 
thereafter acquire, except property of a chasacter similar to the property of the Initial Mortgagor which is excluded from the lien of the 
Indenture; and 

WHEREAS, all conditions have been met and all acts and things necessary have been done and performed to make the 
Indenture the valid and binding agreement ofthe Company and to substitute the Company for the Initial Mortgagor under the 
Indenture, and to vest the Company with each and every right and power of the Initial Mortgagor, including the right and power to 
issue bonds thereunder; and 



WHEREAS, the Company has subsequently executed and delivered. for purposes authorized under the Indenture, a Third 
Supplemental Indenture dated as of March 1, 1942, a Fourth Supplemental Indenture datcd as of May 1. 1943, a Fifth Supplemental 
Indenture dated as of August 1, 1944. a Sixth Supplemental Indenture dated as of September 1, 1945, a Seventh Supplemental 
Indenture dated as of November 1, 1947, an Eighth Supplemental Indenture dated as of Janua~y 1, 1949, a Ninth Supplemental 
Indenture dated as of May 1, 1950, a Tenth Supplemental Indenture dated as of July 1, 1952, an Eleventh Supplemental Indenture 
dated as of January 1, 1954, a Twelfth Supple~nental Indenture dated as of October 1. 1957. a Thirteenth Supplemental Indenture 
dated as of Februa~ y 1, 1959, a Fourteenth Supplemental Indenture dated as of July 15, 1960, a Fifteenth Supplemental 'Indenture 
dated as of Junc 15, 1964, a Sixteenth Supplemental Indenture dated as of January 1. 1969, a Seventeenth Supplemental Indentul-e 
dated as of March 1, 1970, an Eighteenth Supplemental Indenture dated as 01 January 1, 197 I, a Nineteenth Supplemental Indenture 
dated as of January 1, 1972, a Twentieth Supplemental Indenture dated as ol Febiual-y 1, 1974, a Twenty-First Supplemental 
Indenture dated as of August 1 ,  1974, a Twenty-Second Supplemental Indenture dated as ol August I, 1975, a Twenty-Third 
Supplemental Indenture dated as of January 1, 1977, a Twenty-Fourth Supplemental Indcnture dated as of October 1, 1977, a 
Twenty-Fifth Supplemental Indenture dated as ol September 1, 1978. a Twenty-Sixth Supplemental Indenture dated as ol September 
1, 1978. a Twenty-Seventh Supplemental Indcnture dated as of March 1, 1979, a Twenty-Eighth Supplemental Indenture dated as of 
May 1, 1979, a Twenty-Ninth Supplemental Indenture dated as of March 1, 1980, a Thirtieth Supplemental Indenture dated as of 
August 1, 1980. a Thirty-First Supplemental Indenture dated as oi February 1, 1981, a Thirty-Second Supplemental Indenture dated 
as of August 1, 1981, a Thirty-Third Supplemental Indenture dated as of December I, 1981, a Thirty-Fourth Supplemental Indenture 
ciated as of December 1, 1982, a Thirty-Fifth Supplemental Indenture dated as of March 30, 1984, a Thirty-Sixth Supplemental 
Indenture dated as of November 15, 1984, a Thirty-Seventh Supplemental Indcnture dated as of August 15, 1985, a Thirty-Eighth 
Supplemental Indenture dated as of Octobel 1, 1986, a Thirty-Ninth Supplemental Indcnture dated as of March 15, 1987, a Fortieth 
Supplemental Indenture datcd as of June 1, 1987, a Forty-First Supplemental Indenture dated as of Junc 15, 1988, a Forty-Second 
Supplemental Indenture dated as of August I ,  1988, a Forty-Third Supplemental Indenture dated as of September 15, 1989, a 
Folly-Fourth Supplemental Indenture datcd as of March 15, 1990. a Forty-Fifth Supplemental Indenture dated as of March 15, 1990, 
a Forty-Sixth Supplemental Indenture dated as of June 1, 1990, a Forty-Seventh Supplemental Indcnture dated as of July 15, 1991, a 
Forty-Eighth Supplemental Indenture dated as of July 15, 1992, a Forty-Ninth Supplemental Indenture dated as of February 15, 1993, 
a Fiftieth Supplemental Indenture dated as of February 15, 1993, a Fifty-First Supplemental Indenture dated as of February 1, 1994, a 
Fifty-Second Supplemental Indenture dated as 01 April 30, 1999, a Fifty-Third Supplemental Indenture dated as of June 15. 2001, a 
Fifty-Fourth Supplemental Indenture dated as of September 1, 2002, and a Fifty-Fifth Supplemental Indenture dated as ol February 
15.2003, each supplementing and amending the Indenture; and 



WHEREAS, the Thirty-Fifth Supplemental Indenture authorized and appointed LaSalle Bank National Association, a 
national banking association duly organizcd and existing under the law of thc United States of America with its principal office in 
Chicago, Illinois and formcrly named LaSalle National Bank, as Successor Trustee to The First National Bank of Chicago, which 
appointment was accepted, and all trust powers under the Indenture were thereby transferred from The First National Bank of Chicagc 
to LaSalle Bank National Association; and 

WHEREAS, the Forty-Sixth Supplemental Indenture amended the Indenture to reflect a change in the name of the Company 
from Public Selvicc Company of Indiana, Inc. to PSI Energy. Inc. effective as of April 20, 1990; and 

WHEREAS, as of December 1 ,  2004, the only bonds that have been heretofore issued under the Indenture which are now 
outstanding are $7,500,000 aggregate pri~tcipal amount of "PSI Energy, Inc. First Mortgage Bonds, Series VV, Due July 15, 2026  
and $70,000,000 aggregate principal amount of "PSI Energy, Inc. First Mortgage Bonds, Series W, Due August 15, 2027" and 
$50,000,000 aggregate principal amount of "PSI Energy, Inc. First Mortgage Bonds, Series ZZ,  5 3/4%, Due February 15,2028" and 
$30,000,000 aggregate principal amount of "PSI Energy, Inc. First Mortgage Bonds, Series AAA, 7 11896, Due February 1,2024" and 
$124,665,000 aggregate principal amount of "PSI Energy, Inc. First Mortgage Bonds, Series BBB, 8%, Due July 15, 2009" (such 
bonds being hereinafter referred lo as "Bonds of' Series BBB") and $53,055,000 aggregate principal amount of 'PSI Energy, Inc. First 
Mortgage Bonds, Series CCC, 8.85%, Due January 15, 2022" and $38,000,000 aggregate principal amount of "PSI Energy, Inc. First 
Mortgage Bonds, Series DDD. 8.3 I%, Due September 1,2032" and $325,000,000 aggregate principal amount of "PSI Energy, Inc. 
First Mortgage Bonds, Series EEE, 6.65%, Due June 15, 2006" and $23,000,000 aggregate principal amount of "PSI Energy, Inc. First 
Mortgage Bonds, Series FFF, Due March 1,2031" and $24,600,000 aggregate principal amount of "PSI Energy, Inc. First Mortgage 
Bonds, Series GGG, Due March I, 2019" and $35,000,000 aggregate principal amount of "PSI Energy, Inc. First Mortgage Bonds, 
Series HHH, Due April 1,2022"; and 

WHEREAS, in  accordance with the provisions of Section 1 of Article XVIII of the Indenture, the Board of Directors has 
authorized the execution and delivery by the Company of a Fifty-Sixth Supplemental Indenture, substantially in the form ofthis 
Fifty-Sixth Supplemental Indenture, for the purpose of creating a fifty-fourth and fifty-fifth series of bonds to be issued under the 
Indenture, to be known as, respectively, "PSI Energy, Inc. First Mortgage Bonds, Series 111, Due December 1,2039" (such series to 
consist of a single bond being hereinafter referred to as the "Series 111 Bond") and "PSI Energy, Inc. First Mortgage Bonds, Series JJJ, 
Due December 1, 2039" (such series to cor~sist of a single bond being hereinafter referred to as the "Series JJJ Bond") (the Series I11 
Bond and the Series JJJ Bond, when referred to collectively in this Fifty-Sixth Supplemental Indenture, shall be hereinafter referred to 
as the "Bonds of Series 111 and JJJ"), and prescribing the form and substance of the Bonds of Series I11 and JJJ and the terms, 
provisions and characteristics thereof, and for the purpose of adding to the covenants and agreements of the Company for the 
protection of the bondholders and of 



the trust estate and of making such changes in  the Indenture as are deemed necessary or desirable and as are permitted by the 
Indenture: and 

WHEREAS, all conditions and requirements necessary to rnaltc this Fifty-Sixth Supplemental Indenture a valid, binding and 
legal instrument have been done, performed and fulfilled and the execution and delivery hereof have been in all respects duly 
authorized: 

NOW, THEREFORE, in consideration of the premises, and of the acceptance and purchase of the Bonds of Series 111 and JJJ 
by thc holders and registered owners thereof, and of the sum of One Dollar ($1.00) duly paid by the Tiustee to the Company, the 
receipt whereof is hereby acl<nowledged, and in accordance with arid subject to the terms and provisions of the Indenture, the 
Company and the Trustee, respectively, have entered into, executed and delivered this Fifty-Sixth Supplemental Indenture for the 
uses and purposes hereinafter expressed, that is to say: 

ARTICLE I. 

FIRST MORTGAGE BONDS, SERIES 111, DUE DECEMBER 1.2039 AND 
FIRST MORTGAGE BONDS, SERIES JJJ, D'IJE DECEMBER 1,2039 

Sectioil I .  There are hereby created a fifty-fourth and fifty-fifth series of bonds to be issued under and secured by the 
Indenture. to be designated as "PSI Energy, Inc. First Mortgage Bonds, Series 111, Due December 1. 2039" (such series to consist oT a 
single bond, which shall be the Se~ics I11 Bond hereinbefore referred to) and "PSI Energy, Inc. First Mortgage Bonds, Series JJJ, Due 
December 1,2039" (such series to consist of a single bond, which shall be the Series JJJ Bond hereinbefore referred to), respectively. 

Sectioi~ 2. The Series I11 Bond and Series JJJ Bond each shall be issued only in the form of a separate, single, authenticated, 
fully registered bond which (i) need not be in the form of a lithographed or engraved certificate, but may be typewritten or printed on 
ordinary paper or such paper as the Trustee may reasonably request, (ii) shall represent and be denominated in a principal amount not 
to exceed seventy-seven million one hundred twenty-five thousand dollars ($77,125.000) with respect to Series I11 Bond, and a 
principal amount not to exceed seventy-seven million one hundred twenty-five thousand dollars ($77,125,000) with respect to the 
Series JJJ Bond, (iii) shall be executed by the Company and authenticated by the Trustee in accordance with the provisions of the 
Indenture, and (iv) shall be registered in  the name of XL Capital Assurance Inc., or its permitted assigns ("XL. Capital"). 

The Series I11 Bond is being issued LO XL, Capital as security for the payment by the Company of its obligations under the 
Insurance Agreement, dated as of December 1,2004, between XL. Capital and the Company, which was entered into in connection with the 
delivery by XL, Capital of its Financial Guaranty Insurance Policy insuring certain payments of principal of, and interest on, certain 
bonds (the "Series 2004B IDFA 



Bonds") to be issued under a 'Trust Indenture, dated as of December 1, 2004, between the Indiana Devclopmcnt Finance Authority 
("IDFA") and Deutsche Bank National Trust Company, as trustee. The procecds of the Series 2004B IDFA Bonds will be loaned to 
the Company pulsuant to a Loan Agreement, dated as of December 1,2004, between IDFA and the Company. 

The Series JJJ Bond is being issued to XL Capital as security fbr the payment by the Company of its obligatiohs under an 
Insurance Agreement. dated as of December 1,2004, between XL Capital and the Company, which was entered into in connection 
with the delivery by XL Capital of its Financial Guaranty Insurance Policy insuring certain payments of principal of; and interest on, 
certain bonds (the "Series 2004C IDFA Bonds") to be issued under a Trust Indenture. dated as of December 1, 2004, between the 
IDFA and Deutsche Bank National Trust Company, as trustee. The proceeds of the Series 2004C IDFA Bonds will be loaned to the 
Company pursuant to a Loan Agreement, dated as of December 1,2004, between IDFA and the Company. 

The Series I11 Bond and the Series JJJ Bond each shall be transrerable only as required to effect an assignment thereof to a 
successor-in-interest of XL Capital under the applicable Insurance Agreement referred to hereinabove, provided that the Trustce shall 
have received notice from the Company of such an assignment (which notice the Trustee may rely upon without further inquiry). 

The Series I11 Bond and the Trustee's certificate to be endolsed thereon, and the Series JJJ Bond and the Trustee's certificate 
to be endorsed thereon, shall be substantially in the following fbrms, ~cspectively: 

[THE REMAINDER O F  THIS PAGE HAS BEEN LEFT BLANK INTENTIONALLY.] 



(FORM OF FACE OF THE SERIES 111 BOND) 

THE HOLDER OF THIS BOND BY ACCEPTANCE HEREOF AGREES TO RESTRICTIONS ON TRANSFER, TO WAIVERS 
OF CERTAIN RIGHTS OF EXCHANGE, AND TO INDEMNIFICATION PROVISIONS AS SET FORTH BEL,OW. IN 
ADDITION, THE BOND REPRESENTED BY THIS CERTIFICATE HAS NOT BEEN REGISTERED IJNDER THE SECURITIES 
ACT OF 19.33 AND SlJCH BOND MAY NOT BE TRANSFERRED WITHOUT COMPLIANCE WITH APPL,ICABLE 
SECURITIES LAWS. 

THIS BOND IS NOT TRANSFERABL,E EXCEPT TO A SUCCESSOR TO XL CAPITAL, ASSURANCE INC. UNDER THE 
INSURANCE AGREEMENT DATED AS OF DECEMBER 1,2004 BETWEEN XL, CAPITAL, ASSURANCE INC AND PSI 
ENERGY. INC. 

No. III- 

PSI ENERGY, INC. 

FIRST MORTGAGE BOND, SERIES 111, 

DUE DECEMBER 1,2039 

PSI Energy. Inc., an Indiana corporation (hereinafter called the "Company"), for value received. hereby promises to pay to 
XL CAPITAL. ASSURANCE INC., or registered assigns, the principal sum of Dollars ($ ) on the 
first day of December, 2039 and to pay interest on said principal sum, on each Interest Payment Date (hereinbelow defined). until said 
principal sum is paid, at the rate from time to time borne by the Indiana Development Finance Authority Environmental Revenue 
Bonds, Series 2004B (the "Series 2004B IDFA Bonds") issued by the Indiana Development Finance Authority ("IDFA) under a 
Trust Indcnture. dated as of Decembcr 1,2004, between IDFA and Deutsche Bank National Trust Company as trustee (the "IDFA 
Inticnture"); provided, however, that in no event shall the rate of interest borne by this Bond exceed 13% per annurn. Both the 
principal of and the interest on this bond shall be payable in any coin or currency of the United States of America which at the time of 
payment is legal tender for the payment of public and private debts at the office or agency of the Company in Plainfield, Indiana, or, at 
the option of the registered owner hereof, at the office or agency of the Company in the Borough of Manhattan, the City of New York, 
State 01 New York, except that interest on this bond may be paid, at the option 01 thc Company, by check or draft mailed to the 
address of the person entitled thereto as it appears on the books of the Company maintained for that purpose. 

This bond is issued to XL, Capital Assu~.ance Inc., or its permitted assigns ("XL Capital") as security for the payment by the 
Company of its obligations under that certain Insurance Agreement dated as of December 1,2004 between the Company and XL, 
Capital (the "Insurance Agreement"). The Insurance Agreement was entered into in connection with the delivery by XI, Capital of its 
Financial Guaranty Insurance Policy insuring certain payments of principal of, and interest on, the Series 2004B IDFA Bonds. 



The proceeds of the Series 2004B IDFA Bonds have been loaned to the Company pursuant to a Loan Agreement, dated as of 
December 1,2004, between IUFA and the Company. 

Notwithstanding any other provision of this bond, no principal shall be due and payable on this bond unless and until an 
Evcnt of Uefjult shall have occurred under Section 4.01 of the Insurance Agreement by reason o f a  failure by the Company to pay its 
obligations under the Insurance Agreement and the Trustee shall have received notice from XL Captial or the Company of such an 
Event of' Default (which notice the Trustee may rely upon without further inquiry). If such an Event of'Uef8ult under the Insurance 
Agreement shall occur, it shall be deemed to be a default, for purposes of the Indenture, in the payment of an amount of'principal of 
this bond equal to the amount of such unpaid obligation. 

REFERENCE IS MADE TO THE FURTHER PROVISIONS OF THIS BOND SET FORTH ON THE REVERSE 
HEREOF. SUCH FURTHER PROVISIONS SHALL FOR ALL PURPOSES HAVE THE SAME EFFECT AS THOUGH FULLY 
SET FORTH AT THIS PLACE. 

This bond shall not be valid or become obligatory lor any purpose unless and until it shall have been authenticated by the 
execution by the Trustee, or its succcssor in trust unde~ the Indcnture. of the certificate endorsed hereon. 

IN WITNESS WHEREOF, PSI Energy, Inc. has caused this bond to be executed in its name by the manual or facsimile 
signature of its President or an Executive Vice President or one of its Vice Presidents, and its corporate seal or a f'acsimile thereof to 
be hereto affixed and attested by the manual or facsimile signature of its Secretary or one of its Assistant Secretaries. 

Dated as o f  

PSI ENERGY, INC. 

BY 

President 

Secretary 



(FORM O F  REVERSE OF THE SERIES I11 BOND) 

This bond is one of the bonds of the Company issued and to be issued fiom time to time under and in accordance with and all 
secured by an indenture of mortgage or deed of trust, dated September I, 1939, from Public Service Company of Indiana (predecessor 
ofthe Company) to The First National Bank of Chicago, as Trustee, to which LaSalle Bank National Association is successor trustee, 
(which indenture as amended by all supplemental indentures is hereinafter referred to as the "Indenture"). Said Trustee or its successor 
in trust under the Indenture is hereinafter sometimes referred to as the "Trustee." Reference is hereby made to the Indcnture for a 
description of the property moltgaged and pledged and the nature and extent of the security for said bonds. By the terms of the 
Indenture, the bonds secured thereby are issuable in series which may vary as to date, amount, date of maturity, rate of inte~est and in 
other respects as in the Indenture provided. 

This bond is designated as "PSI Energy, Inc. First Mortgage Bonds, Series 111, Due December I ,  2039" (hereinafter refeired 
to as the "Series I11 Bond") of the Company issued under and secured by the Indenture and created by a Fifty-Sixth Supplemental 
Indenturc, dated as of December 1, 2004 (the "Fifty-Sixth Supplemental Indenture"), which also amends the Indenturc. 

The rights and obligations of the Company and of the bearers and registered owners of bonds may be modified or amended 
with the consent of the Company by an affirmative vote of the bearers or registered owners entitled to vote of at least seventy-five per 
centum (75%) in principal amount of the bonds then outstanding at a meeting of bondholders called for the purpose (and by an 
affirmative vote of the bearers or registered owners entitled to vote of at least seventy-five per centum (75%) in principal amount of 
bonds of any series affected by such modification or amendment in case one or more, but less than all, series of bonds are so affected), 
all in the manner and subject to the limitations set forth in the Indenture, any consent by the bearcr or registered owner of any bond 
being conclusive and binding upon such bearcr or registered owner and upon all future bearers or registered owners of such bond, 
irrespective of whether or not any notation of such consent is made on such bond; provided that no such modification or amendment 
shall, among other things, extend the maturity or reduce the amount of, or reduce the rate of interest on, or otherwise modify the terms 
of the payment of the principal of, or interest or premium (if any) on this bond, which obligations are absolute and unconditional, or 
,?errnit the creation of any lien ranking prior lo or equal with the lien of the Indenture on any of the mortgaged property. The 
Fifty-Sixth Supplemental Indenture provides that at any time when no bonds issued under the Indenture prior to the issuance of the 
"PSI Energy, Inc. First Mortgage Bonds, Series BBB, 8%, Due July 15.2009" are outstanding, the Company reserves the right to 
amend the Indenture, without the consent or other action by the holders of the bonds outstanding at that time, to decrease the 
seventy-five per ceritum (75%) vote requirement referred to above to sixty-six and two-thirds per centum (66-213%). 



'The Series I11 Bond shall be transferable only as required to effect an assignment thereof to a successor-in-interest of XL 
Capital under the Insulance Agreement, provided that the Trustee shall have received notice from the Company of such an assignment 
{which notice the Trustee may lely upon without further inquiry). 

Each Interest Payment Date under the IDFA Indenture shall be an Interest Payment Date for the Series I11 Bond. If and when 
interest is paid on the Se~ ies  2004B IDFA Bonds for any given period of time, then there is deemed to have been paid on this Series I11 
Bond an amount of interest equal to such interest paid on the Series 2004B IDFA Bonds. The Company shall p~omptly notify the 
Trustee of the amounts and Interest Payment Dates if any interest becomes payable on this S e ~ i e s  I11 Bond. 

The Series I11 Bond shall be deemed to have been paid and no longer outstanding under the Indentule to the extent that Series 
2004B IDFA Bonds are paid or deemed to have been paid and are no longer outstanding under the IDFA Indenture and all arnounts 
owed by the Company to XL Capital under the Insurance Agreement have been indefeasibly paid in full, and the Trustee has received 
notice to such effect from the Company (which notice the Trustee may rely upon without further inquiry). 

Notwithstanding the fbregoing, this bond shall be deemed to have been paid and redeemed at any time if and to the extent 
that the Series 2004B IDFA Bonds are redeemed pursuant to the IDFA Indenture, in whole or in part, in an amount equal to 100% of 
the principal amount of the Series 2004B IDFA Bonds redeemed and all amounts owed by the Company to XL Capital under the 
Insurance Agreement have been indefeasibly paid in full. In such an event, the Company shall notify XL Capital arid the Trustee that 
a like principal amount of this bond shall be deemed to have been paid and redeemed. The Series I11 Bond is not otherwise 
redeemable prior to its maturity. 

XL Capital shall surrender this bond to the Company for cancellation and discharge by the Trustee upon the expiration of the 
Insurance Agreement or in the event that the Release Test (as defined in the Insurance Agreement) is satisfied. The Trustee may 
cancel and discharge the Series I11 Bond upon presentment thereof by the Company without making further inquiry. 

In the case of any of certain events of default specified in the Indenture, the principal of this bond may be declared or may 
become due and payable prior to the stated date of maturity hereof in the manner and with the effect provided in the Indenture. 

No recourse shall be had for the payment of the principal of or interest on this bond, or for any claim based hereon, or 
otherwise in respect hereof or of the Indenture, to or against any incorporator, shareholder, officer or director, past, present or future, 
of the Company or of any predecessor or successor company, either directly or through the Company or such predecessor or successor 
company, under any constitution or statute or rule of law, or by the enforcement of any assessment or penalty, or otherwise, all such 
liability of incorporators, shareholders, directors and officers being waived and released 



by the registered owner hereof by the acceptance ol'this bond and being likewisc waived and released by the terms or the Indenture. 

(FORM OF TRUSTEE'S CERTIFICATE) 

TRUSTEE'S CERTIFICATE 

This bond is the Series 111 Bond designated therein referred to and described in the within mentioned Indenture and 
Fifty-Sixth Supplelnental Indenture. 

L,ASAL.L.E BANK NATIONAL ASSOCIATION, 
AS TRUSTEE. 

BY 
Autl7orizecl Officer 

[THE REMAINDER OF THIS PAGE HAS BEEN L,EFT BL,ANK INTENTIONALLY .] 



(FORM OF FACE OF THE SERIES JJJ BOND) 

THE HOLDER OF THIS BOND BY ACCEPTANCE HEREOF AGREES TO RESTRICTIONS ON TRANSFER, TO WAIVERS 
OF CERTAIN RIGHTS OF EXCHANGE, AND TO INDEMNIFICATION PROVISIONS AS SET FORTH BELOW. IN 
ADDITION, THE BOND REPRESENTED BY THIS CERTIFICATE HAS NOT BEEN REGISTERED UNDER THE SECURITIES 
ACT OF 1933 AND SUCH BOND MAY NOT BE TRANSFERRED WITHOUT COMPLIANCE WITH APPLICABLE 
SECURITIES LAWS. 

THIS BOND IS NOT TRANSFERABLE EXCEPT TO A SUCCESSOR TO XL CAPITAL ASSURANCE INC. UNDER THE 
INSURANCE AGREEMENT DATED AS OF DECEMBER 1,2004 BETWEEN XL CAPITAL ASSURANCE INC. AND PSI 
ENERGY, INC. 

NO. JJJ- 

PSI ENERGY, INC. 

FIRS'T MORTGAGE BOND, SERIES JJJ, 

DUE DECEMBER 1,2039 

PSI Energy, Inc., an Indiana corporation (hereinafter called the "Company"), for value received, hereby promises to pay to 
XL CAPITAL ASSURANCE INC., or registered assigns, the principal sum of Dollars ($ ) on the first 
day of December, 2039 and to pay interest on said principal sum, on each Interest Payment Date (hereinbelow defined), until said 
principal sum is paid, at the rate from time to time borne by the Indiana Development Finance Authority Environmental Revenue 
Bonds, Series 2004C (the "Series 2004C IDFA Bonds") issued by the Indiana Development Finance Authority ("IDFA") under a 
Trust Indenture, dated as of December 1,2004, between IDFA and Deutsche Bank National Trust Company as trustee (the "IDFA 
Indenture"); provided, however, that in no event shall the rate of interest borne by this Bond exceed 13% per annum. Both the 
principal of and the interest on this bond shall be payable in any coin or currency of the United States of America wtlicl.1 at the time of 
payment is legal tender for the payment of public and private debts at the office or agency of the Con~pany in Plainfield, Indiana, or, at 
the option of the registered owner hereof, at the office or agency of the Company in the Borough of Manhattan, the City of New York, 
State of New York, except that interest on this bond may be paid, at the option of the Company, by check or draft mailed to the 
address of the person entitled thereto as it appears on the books of the Company maintained for that purpose. 

This bond is issued to XL Capital Assurance Inc., or its permitted assigns ("XL Capital") as security for the payment by the 
Company of its obligations under that certain Insurance Agreement dated as of December 1,2004, between the Company and XL 
Capital (the "Insurance Agreement7'). The Insurance Agreement was entered into in connection with the delivery by XL Capital of its 
Financial Guaranty Insurance Policy insuring certain payments of principal of', and interest on, the Series 2004C IDFA Bonds. 



The proceeds of the Series 2004C IDFA Bonds have been loaned to the Company pursuant to a Loan Agreement, dated as of 
December 1,2004, between IDFA and the Company. 

Notwithstanding any other provision 01 this bond, no principal shall be due ant1 payable on this bond unless and until an 
Event of Deiault shall have occurred under Section 4.01 of the Insurance Agreement by reason of a failure by the Combany to pay its 
obligations undcr the Insurance Agreement and the Trustee shall have received noticc from XL, Capital or the Company of such an 
Event of Default (which notice the Trustee may rely upon without further inquiry). If such an Event of Default under the Insurance 
Agreement shall occur, it shall be deemed to be a default, for purposes 01 the Indenture, in the payment of an amount of principal of 
this bond equal to the amount of such unpaid obligation. 

REFERENCE IS MADE TO THE FURTHER PROVISIONS OF THIS BOND SET FORTH ON THE REVERSE 
HEREOF. SUCH FURTHER PROVISIONS SHAL,L FOR ALL PURPOSES HAVE THE SAME EFFECT AS THOUGH FUL.L,Y 
SET FORTH AT THIS PLACE. 

This bond shall not be valid or become obligatory for any purpose unless and until it shall have been autheriticated by the 
execution by the Trustee, or its successor in trust under the Indenturc, of the certificate endorsed hereon. 

IN WITNESS WHEREOF, PSI Energy, Inc. has caused this bond to be executed in its name by the manual or facsimile 
signature of its President or an Executive Vice President or one of its Vice Presidents, and its corporate seal or a facsimile thereof to 
be hereto affixed and attested by the manual or facsimile signature of its Secretary or one of its Assistant Secretaries. 

Dated as of: 

PSI ENERGY, INC. 

BY 

President 

ATTEST: 

Secretary 



(FORM OF REVERSE OF THE SERIES JJJ BOND) 

This bond is one of the bonds of the Company issued and to be issued from time to time under and in accordance with and a11 
secured by an indenture of mortgage or deed of t~ust, dated September 1, 1939, from Public Service Company of Indiana (predecesso~ 
of the Company) to The First National Bank of Chicago, as Trustee, to which LaSalle Bank National Association is successor trustee, 
(which indenture as amended by all supplemental indentures is hereinafter referred to as the "Indenture"). Said T~ustee or its successor 
in trust under the Indenture is hereinafter sometimes referred to as the "Trustee." Reference is hereby madc to the Indenture for a 
description ol the property mortgaged and pledged and the nature and extent of the security for said bonds. By the terms of the 
Indenture, the bonds secured thereby are issuable in series which may vary as to date, amount, date ofmaturity, rate of interest and in 
other respects as in the Indenture provided. 

This bond is designated as "PSI Energy, Inc. First Mortgage Bonds, Series JJJ, Due December 1,2039" (hereinaftel referred 
to as the "Series JJJ Bond") of the Company issued unde~ and secured by the Indenture and created by a Fifty-Sixth Supplemental 
Indenture, dated as of December 1. 2004 (the "Fifty-Sixth Supplemental Indenture"), which also amends the Indenture. 

The rights and obligations of the Company and of the bearers and registered owners of bonds may be modified or amended 
with the consent of the Company by an affirmative vote of the bearers or registered owners entitled to vote of at least seventy-five per 
centum (75%) in principal amount of the bonds then outstanding at a meeting of bondholders called for the purpose (and by an 
affirmative vote of the bearers or registered owners entitled to vote of at least seventy-five per centum (75%) in principal amount of 
bonds of any series affected by such modification or amendment in case one or more, but less than all, series of bonds are so affected), 
all in the manner and subject to the limitations set forth in the Indenture. any consent by the bearer or registered owner of any bond 
being conclusive and binding upon such bearer or registered owner and upon all future bearers or registered owners of such bond, 
irrespective of whether or not any notation of such consent is made on such bond: provided that no such modification or amendment 
shall, among other things, extend the maturity or reduce the amount of', or reduce the rate of interest on, or otherwise modify the terms 
of the payment of the principal of; or interest or premium (if any) on this bond, which obligations are absolute and unconditional, or 
permit the creation of any lien ranking prior to or equal with the lien ofthe Indenture on any of the mortgaged property. The 
Fifty-Sixth Supplemental Indenture provides that at any time when no bonds issued under the Indenture prior to the issuance of the 
"PSI Energy, Inc. First Mortgage Bonds, Sesies BBB, 8%, Due July 15,2009" are outstanding, the Company reserves the right to 
amend the Indenture, without the consent or other action by the holders of'the bonds outstanding at that time, to decrease the 
seventy-five per centum (75%) vote requirement referred to above to sixty-six and two-thirds per centum (66-213%). 



The Series JJJ Bond shall be transferable only as required to effect an assignment thereof to a successor-in-interest of XL, 
Capital under the Insurance Agreement. provided that the Trustee shall have received notice from the Company of such an assignment 
(which notice the Trustee may rely upon without further inquiry). 

Each Interest Payment Date under the IDFA Indenture shall be an Interest Payment Date for the Series JJJ Bond. If and 
when inte~est is paid on the Series 2004C IDFA Bonds for any given period of time, then there is deemed to have been paid on this 
Series JJJ Bond an amount of interest equal to such interest paid on the Series 2004C IDFA Bonds. The Company shall pro~nptly 
notify the Trustee of the amounts and Intercst Payment Dates if any interest becomes payable on this Series JJJ Bond. 

The Series JJJ Bond shall be deemed to have been paid and no longer outstanding under the Indenture to the extent that 
Series 2004C IDFA Bonds are paid or deemed to have been paid and are no longer outstanding under the IDFA Indenture and all 
amounts owed by the Company to XL Capital under the Insurance Agreement have been indefeasibly paid in full, and the Trustee has 
received notice to such effect from the Company (which notice the Trustee may rely upon without further inquiry). 

Notwithstanding the foregoing. this bond shall be deemed to have been paid and redeemed at any time if and to the extent 
that the Series 2004C IDFA Bonds are redeemed pursuant to the IDFA Indenture, in whole or in part, in an amount equal to 100% of 
the principal amount of the Series 2004C IDFA Bonds redeemed and all amounts owed by the Company to XL. Capital under the 
Insurance Agreement have been indefeasibly paid in full. In such an event, the Company shall notify XL, Capital and the Trustee that 
a like principal amount of this bond shall be deemed to have been paid and redee~ned. The Series JJJ Bond is not otherwise 
redeemable prior to its maturity. 

XL Capital shall surrender this bond to the Company for cancellation and discharge by the Trustee upon the expiration of the 
Insurance Agreement or in the event that the Release Test (as defined in the Insurance Agreement) is satisfied. The Trustee may 
cancel and discharge the Series JJJ Bond upon presentment thereof by the Company without making further inquiry. 

In the case of any of certain events of default specified in the Indenture, the principal of this bond may be declared or may 
become due and payable prior to the stated date of maturity hereof in the manner and with the effect provided in the Indenture. 

No recourse shall be had for the payment of the principal of or interest on this bond. or for any claim based hereon, or 
otherwise in respect hereof or of the Indenture, to or against any incorporator, shareholder, officer or director, past, present or future, 
of the Company or of any predecessor or successor company, either directly or through the Company or such predecessor or successor 
company, under any constitution or statute or rule of law, or by the enforcement of any assessment or penalty, or otherwise, all such 
liability of incorporators, shareholders, directors and officers being waived and released 



by the registered owner hereof by the acceptance of this bond and being likewise waived and released by the terms of the Indenture. 

(FORM OF TRUSTEE'S CERTIFICATE) 

TRUSTEE'S CERTIFICATE 

This bond is the Series JJJ Bond designated therein referled to and described in the within mentioned Indenture and 
Fifty-Sixth Supplemental Indenture. 

LASALLE BANK NATIONAL ASSOCIATION, 
AS TRUSTEE, 

BY 
Autlzorized Officer 

[THE REMAINDER OF THIS PAGE HAS BEEN LEFT BLANK INTENTIONALLY .] 



Sectioii .3. Each Bond of Series I11 and JJJ issued prior to the first interest payment date shall be dated as of December 7, 
2004, and otherwise shall be dated as provided in Section 1 of Article I1 of the Indenture. 

Sectioi14. The Series 111 Bond shall be due and payable on December 1, 2039, and shall bear inte~est from December 7, 
2004. at the rate lroin time to time borne by the Series 2004B IDFA Bonds (as referred to in the form of the bond hereinabove set 
forth). The Series JJJ Bond shall be due and payable on December 1,2039, and shall bear interest f ~ o m  Deccmber 7, 2004, at the rate 
from time to time borne by the Series 2004C IDFA Bonds (as referred to in the form ofthc bond hereinabove set forth). 

If and when interest is paid on the Series 2004B IDFA Bonds for any given period of timc, then there is deemed to have becn 
paid on the Series 111 Bond an amount of interest equal to such inte~est paid on the Series 2004B IDFA Bonds. If and when intercst is 
paid on the Series 3004C IDFA Bonds for any given period of time, then there is deemed to have been paid on the Series JJJ Bond an 
amount of interest equal to such intercst paid on the Series 2004C IDFA Bonds. The Company shall promptly notify the Trustee of 
the amounts and Interest Payment Dates if any interest becomes payable on the Series I11 Bond 01 the Scries JJJ Bond. 

For purposes of the calculation required by the iirst paragraph of Section 5 of Article IV of the Indcnturc, annual interest in 
respcct of: 

(a) the Series 111 Bond shall be equal to the sum of (i) the sum of the amounts determined by multiplying the 
principal amount of the Series 2004B IDFA, if any, outstanding on the date of such calculation which bear a fixed rate of 
interest such fixed rate, plus (ii) the arnount determined by multiplying the aggregate principal amount of the Series 2004B 
IDFA Bonds, if any, outstanding on the date of such calculation which bear interest at rates which may fluctuate or may 
fluctuate from time to time in accordance with methods specified in such Series 2004B IDFA Bonds 13% per annum; and 

(b) the Series JJJ Bond shall be equal to the sum of (i) the sum of the amounts detelmined by multiplying the 
principal amount of the Series 2004C IDFA, if any, outstanding on the date of such calculation which bear a fixed rate of 
interest such fixed rate, plus (ii) thc amount determined by multiplying the aggregate principal amount of the Series 2004C 
IDFA Bonds, if any, outstanding on the date of such calculation which bear intcrest at rates which may fluctuate or may 
fluctuate from time to time in accordance with methods specified in such Series 2004C IDFA Bonds l?y 13% per annum. 

Sectioiz 5. Both the principal of and the interest on the Bonds of Series 111 and JJJ shall be payable in any coin or currency of 
the IJnited Statcs of Ainerica which at the time of payment is legal tender for the payment of public and private debts. at the office or 
agency of the Company in Plainfield, Indiana, or, at the option of the holder thereof, at the office or agency of the Company in the 
Borough of Manhattan, the City of New York, 



State of New York, except that interest on the Bonds of Series I11 and JJJ may be paid, at the option of the Company, by check or dlaft 
mailed to the address of thc person entitled thereto as it appears on the books of the Company maintained for that purpose. 

Sectiotl 6 .  A single Series I11 Bond shall be issued and shall be numbered "111-1 ." A single Series JJJ Bond shall be issued 
and shall be numbered "JJJ-I ." 

The Bonds of'series I11 and JJJ shall be executed on behalf of the Company by the manual or facsimile signature of its 
President or an Executive Vice President or one of its Vice Presidents and shall have affixed thereto the seal of'the Company or a 
facsimile thereof attested by the manual or racsimile signature of its Secretary or one of its Assistant Secretaries and shall be 
authenticated by the execution by the Trustee of the certificate endorsed on said bonds. 

No service cha~ge will be made by the Company for the transfer or for the exchange of Bonds of Serics I11 and JJJ except, in 
the case of transfer. a charge sufficient to reimburse the Company for any tax 01 othcr governmental charge payable in connection 
therewith. 

Pursuant to the provisions of Section 11 of Article I1 of the Indenture, Bonds of Series I11 and JJJ may be issued in temporary 
form, and if temporary bonds be issued, the Company shall, with all reasonable dispatch, at its own expense and without charge to the 
holders of the temporary bonds, prepare and execute definitive Bonds of Series I11 and JJJ and exchange the temporary bonds for such 
definitive bonds in the manner provided for in said section, provided, however, no presentation or surrender of temporary Bonds of 
Series I11 and JJJ shall be necessary in order for the holders entitled to interest thereon to receive such interest. 

Section 7. Articlc IX of the Indenture, "Maintenance and Renewal Fund and Sinking Fund Provisions" as heretofore 
amended or supplemented shall not apply to the Bonds of Series BBB or to any subsequently created series of bonds (which includes 
the Bonds of Series I11 and JJJ) from and after the date on which no series of bonds created under the Indenture prior to the Bonds of 
Series BBB are outstanding. 

Sectiorz 8. Section 22 of Article V of the Indenture as heretofore amended or supplemented which, among other things, 
requires an inspection of the mortgaged property every two years by an independent engineer, shall not apply to the Bonds of Series 
BBB or to any subsequently created series of bonds (which includes the Bonds of Series 111 and JJJ), from and after the date in which 
no series of bonds created under the Indenture prior to the Bonds of Series BBB are outstanding. 

Sectiorz 9. 'The Company reserves the right, without consent or other action by the holders of the Bonds of Series BBB or of 
any subsequently created series of bonds (which includes the Bonds of Series I11 and JJJ), to amend the Indenture, as heretofore 
amended or supplemented. at any time after all bonds of any series created prior to the Bonds of Series BBB are no longer outstanding 
under the Indenture, as follows: 



(a) by substituting for the words "in principal amount not greater than sixty per centum (60%) o f '  in Section 3 of 
Aiticle IV thereof the following: 

"in principal amount not greater than sixty-six and two-thirds per centum (66-213%) of ". 

(b) by substituting for the words "shall exceed sixty per ccntum (60%) of the value of bondable property so 
acquired" in Section 9 of Article V thereof the following: 

"shall exceed sixty-six and two-thirds per centuln (66-213%) of the value of bondable property so 
acquired". 

(c) by substituting for the words "shall be deemed to be paid within the meaning of this article; provicletl, that the 
date for the payment or redemption of such bonds shall be not Inore than one ( I )  year after such moneys shall have 
been so set apart or paid." in the first paragraph of Article XIV thereof the following: 

"shall be deemed to be paid within the meaning of this article.". 

(d) by substituting for the words "with the consent of holders of at least seventy-five per centum (75%) in 
aggregate principal amount of the bonds at the time outstanding;" in sub-section (a) of Section 7 of Article XVIII 
thereof the following: 

"with the consent of holders of at least sixty-six and two-thirds per centum (66-213%) in aggregate 
principal amount of the bonds at the time outstanding;". 

" (e) by substituting for the words "holders (or persons entitled to vote the bonds) of not less than seventy-five per 
centum (75%) in aggregate principal amount of the bonds entitled to be voted" in sub-section (1) of Section 7 of 
Article XVIII thereof the following: 

"holders (or persons entitled to vote the bonds) of not less than sixty-six and two-thirds per centum 
(66-213%) in aggregate principal amount of the bonds entitled to be voted". 

(f) by substituting for the words "holders (or persons entitled to vote the bonds) of at least seventy-five per centum 
(75%) in principal amount of the bonds outstanding" in sub-section (m) of Section 3 of Article XVIII thereof the 
following: 



"holders (or persons entitled to vote the bonds) of at least sixty-six and two-thirds pel. ccntum (66-213%) 
in principal amount of the bonds outstanding". 

ARTICLE 11. 

ISSUANCE OF BONDS OF SERIES I11 AND JJJ. 

Sectiori 1. The Series I11 Bond, in the principal alnourlt not exceeding seventy-seven million one hundred twenty-five 
thousand dollars ($77,125,000) and the Series JJJ Bond in  the principal amount not exceeding seventy-seven million one hundred 
twenty-five thousand dollars ($77,125,000), may be executed by the Company and delivered to the Trustee for authentication, and 
shall be authenticated and delivered by the Trustee to or upon the order of the Company (which authentication and delivery may be 
made without awaiting the filing or recording of this Fifty-Sixth Supplemental Indenture), upon receipt by the Trustee of the 
resolutions, certificates, orders, opinions and other instruments required by the provisions of Section 3 of Article IV of the Indenture 
to be received by the 'Trustee as a condition to the authentication and delivery by the Trustee of bonds pursuant to said Section 3. 

ARTICLE 111. 

INDENTURE AMENDMENTS. 

Sectiorl 1. Article I of the Indenture, as heretofore amended, is hereby further amended (i) by adding immediately after 
subdivision "(95)" thereof an additional subdivision numbered "(96)" and reading as follows: 

"(94) The term 'Fifty-Sixth Supplemental Indenture' shall mean the Fifty-Sixth Supplemental Indenture executed by the 
Company and the Trustee, dated as of December 1,2004, supplementing and amending the Indenture, and the terms 'Series 
I11 Bond' shall mean the 'PSI Energy, Inc. First Mortgage Bonds, Series 111, Due December 1,2039,' and 'Series JJJ Bond' 
shall mean the 'PSI Energy, Inc. First Mortgage Bonds, Series JJJ, Due December 1, 2039,', created by the Fifty-Sixth 
Supplemental Indenture." 

and (ii) by changing the numbering of the present subdivision "(96)" thereof to "(97)". 

Sectin12 2. Article VII of the Indenture, as heretofore amended, is hereby further amended by inserting therein immediately 
after Section 40 thereof, a new section designated "Section 41" and reading as follows: 

"Section 41. The Series 111 Bond shall be deemed to have been paid and redeemed at any time if and to the extent 
that the Series 2004B IDFA Bonds are 



redeemed pursuant to the IDFA Indenture relating thereto, in whole or in parl, in an amount equal to 100% of the principal 
amount of the Series 2004B IDFA Bonds redeemed and all amounts owed by the Company to XL Capital under the 
Insurance Agreement have been indefeasibly paid in full. In such an event, the Company shall notify XL Capital and the 
Trustee that a like principal amount of the Bonds of Series 111 shall be deemed to have been paid and redeemed. 

The Series JJJ Bond shall be deemed to have been paid and redeemed at any time ii and to the extent that the Series 
2004C IDFA Bonds are redeemed pursuant to the IDFA Indenture relating thereto, in whole or in part, in an amount equal to 
100% of the principal amount of the Series 2004C IDFA Bonds redeemed and all amounts owed by the Company to XL 
Capital under the Insurance Agseemcnt havc been indefeasibly paid in full. In such an event, the Company shall notify XL, 
Capital and the Trustee that a like principal amount of the Bonds of Series JJJ shall be deemed to havc been paid and 
redeemed. 

The Bonds of Series 111 and JJJ are not otherwise redeemable prior to their maturity. For clarity, the Bonds of Series 
I11 and/or Series JJJ may also be cancelled and discharged at the election of the Company upon the expiration of the 
Insurance Agreement or in the event that the Release Test (as defined in the Insurance Agreement) is satisfied. The Ti-ustee 
may cancel and discharge the Series I11 and Series JJJ Bonds upon presentment thereof by the Company without making 
further inquiry. The terms "Series 2004B IDFA Bonds", "Series 2004C IDFA Bonds", "IDFA Indenture", "XL Capital" and 
"Insurance Agreement" shall have the rcspcctive meanings specified in thc Fifty-Sixth Supple~nental Indenture. 

Sectiorz .?. The Bonds of Series 111 and JJJ shall not be entitled to the benefit of a sinking fund 

ARTICLE IV. 

CONCERNING THE TRUSTEE. 

The Trustee hereby accepts the trusts hereby declared and agrees to perform the same upon the terms and conditions in the 
Indenture and in this Fifty-Sixth Supplemental Indenture set forth. The Trustee shall not be responsible in any manner whatsoever for 
or in respect of the validity or sufficiency of this Fifty-Sixth Supplemerital Indenture or the due execution hereof by the Company or 
for or  in respect of the recitals containcd herein, all of which recitals are made by the Company solely. In general, each and every term 
and condition contained in Article XVII of the Indenture shall apply to this Fifty-Sixth Supplemental Indenture. 



ARTICLE V 

MISCELLANEOUS PROVISIONS 

Sectiorl I .  Wherever in the original Indenture or in any of the fifty-six supplemental indentures thereto reference is made to 
any article or section of the original Indenture, such reference shall be deemed to refer to such article or section as amended by such 
supplemental indentu~es. 

Sectiotl2. Upon the execution and delivery hereof, the Indenture shall thereupon be deemed to be amended as hereinabove 
set forth as fully and with the same effect as if the amendments made hereby were set forth in the original Indenture and each of the 
fifty-six supplemental indentures to the Indenture shall henceforth be read, taken and construed as one and the same instrument; but 
such amendments shall not operate so as to render invalid oi improper any action heretofore taken under the original Indenture or said 
supplemental indentures. 

Section 3. All the covenants, stipulations and agreements in this Fifty-Sixth Supplemental Indenture contained are and shall 
be for the sole and exclusive benefit of the parties hereto, their successors and assigns, and of the holders from time to time of the 
bonds. 

Section 4. The table of contents to, and the headings of the different articles of, this Fifty-Sixth Supplemental Indenture ale 
inserted for convenience of reference, and are not to be taken to be any part of the provisions hereof, nor to control or affect the 
meaning, construction or effect of the same. 

Sectiotz 5. This Fifty-Sixth Supplemental Indenture may be simultaneously executed in any number of countesparts, and all 
such counterparts shall constitute but one and the same instrument. 

Section 6. Whenever a payment of principal or interest in respect of the Bonds of Series I11 and JJJ are due on any day other 
than a business day (as hereinafter defined), such payment shall be payable on the first business day next following such date, and, in 
the case of a principal payment, interest on such principal payment shall accrue to the date of such principal payment. For the purposes 
of this Section 6 the term business day shall mean any day other than a day on which the Trustee is authorized by law to close. 

[THE REMAINDER O F  THIS PAGE HAS BEEN LEFT BLANK INTENTIONALLY .] 



IN WITNESS WHEREOF, said PSI Energy. Inc. has caused this instrument to be executed in its corporate name by its 
President or one of its Vice Prcsidents and to be attested by its Secretary or onc of its Assistant Secretaries and said LaSalle Bank 
National Association has caused this instrument to be executed in its corporate name by one of its First Vice Presidents and to be 
attested by one of its Assistant Secretaries, in several counterparts, all as of the day and year first above written. 

PSI ENERGY. INC. 

(CORPORATE SEAL,) 

ATTEST: 

Richard G. Beach, Assistaiit Secretary 

Signed and delivered by PSI Energy, Inc. 
in the presence of: 

Deborah L,. Gates, Witiiess 

Julie M. Thompson, Witiless 

James L. Turner 
Esecutive Vice Presideizr nizd 

Chi</ Fiilnizcial Officer 



LASALLE BANK NATIONAL ASSOCIATION 

(CORPORATE SEAL) 
Victoria Y. Douyon 
First Vice President 

ATTEST: 

Kristine Brutsman, Assistnrzt Secretary 

Signed and delivered by LaSalle Bank National 
Association in the presence of: 

Debra Donaldson, Witrzess 

Alvita Griffin, Witness 



STATE OF OHIO 1 

) ss: 

COUNTY OF HAMIL,TON ) 

BE IT REMEMBERED, that on this 301h day 01 November, before me, the undersigned, a notary public in and lor the 
County and State aforesaid, duly commissioned and qualified, personally appeared James L. Turner and Richard G. Beach, personally 
known to me to be the same persons whose names are subscribed to the foregoing instrument, and personally known to me to be the 
Executive Vice President and Chief Financial Officer, and an Assistant Secretary. respectively, of PSI Energy, Inc., an Indiana 
corporation, and acknowledged that they signed and delivered said instru~nent as their free and voluntary act as such Executive Vice 
President and Chief Financial Officer, and Assistant Secretary, respectively, and as the free and voluntary act of said PSI Energy, Inc., 
for the uses and purposes therein set forth; in pulsilance of the power and authority granted to them by resolution of the Board of 
Directors of said Company 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my notarial seal the day and year aforesaid. 

(NOTARIAL. SEAL,) 

My commission expires 9-28-08. 

County of residence: Hamilton 

Notary Public 



STATE OF ILLINOIS 1 

) ss: 

COUNTY OF COOK 1 

BE IT REMEMBERED, that on this 29th day of November, 2004, befbre me, the undersigned, a notary public in and for the 
County and State aforesaid, duly comlnissioned and qualified, personally appeared Victoria Y. Douyon and Kristine Brutsman 
personally known to me to be the sarne persons whose names are subscribed to the foregoing instrument, and personally known to me 
to be a First Vice President and an Assistant Secretary, respectively, of LaSalle Bank National Association, a national banking 
association, and acknowledged that they signed and delivered said instrument as their free and voluntary act as such First Vice 
President and Assistant Secretary, respectively, and as the free and voluntary act of said LaSalle Bank National Association, for the 
uses and purposes therein set forth; in pursuance of the power and authority granted to them by the bylaws of said association. 

IN WITNESS WHEREOF, I have hereunto set Iny hand and affixed my notarial seal the day and year aforesaid. 

(NOTARIAL SEAL) 

My commission expires 12-1-05. 

County of residence: Cook 
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INDENTURE, dated as of December 1, 2004. between The Union Light, Heat and Power Company, a co~poration duly 
o~ganlzcd and existing unde~ the laws of the Comnlonwealth of Kentucky (herein called the "Company"), having its principal office at 
139 East Fourth Street, Cincinnati, Ohio 45202, and Deutsche Bank T ~ u s t  Company Americas, a New York banking corporation, as 
'Trustee (herein called the "TI ustee"). 

Recitals of the Company 

The Company has duly authorized the execution and delivery of this Indenture to provide for the issuance from time to time 
of its unsccured debentures, notes or other evidences of indebtedness (herein called the "Securities"), to be issued in one or more 
series as in this Indenture provided. 

All things necessary to make this Indenture a valid agreement of the Company, in accordance with its terms, have bccn done. 

Now, therefore, this Indenture witnesseth: 

For and in consideration of the premises and the purchase of the Securities by the Holders thereof, it is mutually agreed, 
sub.iect to Article Fourteen, if applicable, for the equal and proportionate benefit of the Holders of the Securities of each series thereof, 
as follows: 

ARTICLE ONE 

Definitions and Other Provisions 
of General Application 

Section 101. Definitions. 

For all purposes of this Indenture, except as otherwise expressly provided or unless the context otherwise requires: 

(1) the teIms defined in this Article have the meanings assigned to them in this Article and include the plural as well as 
the singular; 

(2) all other terms used herein which are defined in the Trust Indenture Act, either directly or by reference therein, have 
the meanings assigned to them therein; 

(3) all accounting terms not otherwise defined herein have the meanings assigned to them in accordance with generally 
accepted accounting principles; 



(4) unless the context otherwise requires, any reference to an "Article" or a "Section" refers to an Article or a Section, as 
the case may be, of this Indenture; and 

(5) the words "herein", "hereof' and "hereunder" and other worcls of similar import refer to this Indenture as a whole and 
not to any particular Article, Section or other subdivision. 

"Act", when used with respect to any Holder, has the meaning specified in Section 104 

"AfSiliate" of any specified Person means any other Person dircctIy or indirectly controlling or controlled by or under direct 
or indirect common control with such specified Person. For the purposes of this definition, "control" when used with respect to any 
specificd Pcrson means the power to direct the management and policies of such Person, directly or indirectly, whether through the 
ownership of voting securities, by contract or otherwisc; and the terms "controlling" and "controlled" have meanings correlative to the 
foregoing. 

"Authenticating Agent" means any Person authorized by the Trustee pursuant to Section 614 to act on behalf of the Trustee 
to authenticate Securities of one or more series. 

"Board of Directors" means the board of directors 01 the Company, or any duly authorized comlnittee of that board, or any 
Person duly authorized to act on behalf of that board. 

"Board Resolution" means a copy of a resolution or resolutions certified by the Secretary or an Assistant Secretary of the 
Company to have been duly adopted by the Board of Directors and to be in full force and effect on the date of such certification, and 
delivered to the Trustee. 

"Business Day", when used with respect to any Place of Payment, means each Monday, Tuesday, Wednesday. Thursday and 
Friday which is not a day on which banking institutions in that Place of Payment are authorized or obligated by law or executive order 
to close. 

"Commission" means the Securities and Exchange Commission, from time to time constituted, created under the Exchange 
Act, or, if at any time after the execution of this instrument such Commission is not existing and performing the duties now assigned 
to it under the Trust Indenture Act, then the body performing such duties at such time. 

"Company" means the Person named as the "Company" in the first paragraph of this instrument until a successor Person 
shall have become such pursuant to the applicable provisions of this Indenture, and thereafter "Company" shall mean such successor 
Person. 

"Company Request" or "Company Order" means a written request or order signed in the name of the Company either by (i) 
its Chairman of the Board, its Vice Chairman, its President or a Vice President, and by its Treasurer, an Assistant Treasurer, its 
Secretary or an Assistant Secretary, and delivered to the Trustee, or (ii) any two Persons designated in a Board Resolution. or in a 
Company Order previously delivered to the Trustee signed by any two of the foregoing, and delivered to the Trustee. 



"Corporate Trust Office" means the office of the Trustee for Securities of any series at which at any particular time its 
corporate tl.ust business shall be principally administered. which office at the date of exccution of this Indenture is located at 

"Corporation" means a corporation, association, company. joint-stock company or business trust. 

"Covenant Defeasance" has the meaning specified in Section 1303. 

"Defaulted Interest" has the meaning specitied in Section 307 

"Defeasance" has the meaning specified in Section 1302. 

"Depositary" means, with respect to Securities of any se~ies issuable in whole or in part in the form of one or more Global 
Securities, a clearing agency registered under the Exchange Act that is designated to act as Depositary for such Securities as 
contemplated by Section 301. 

"Event of Default" has the meaning specified in Section 501. 

"Exchange Act" means the Securities Exchange Act of 1934 and any statute successor thereto, in each case as amended from 
time to time. 

"Expiration Date" has the meaning specified in Section 104. 

"Global Security" means a Security that evidences all or part of the Securities of any series and bears the legend set forth in 
Section 204 (or such legend as may be specified as contemplated by Section 301 for such Securities). 

"Holder" means a Person in whose name a Security is registered in the Security Register. 

"Indenture" means this instrument as originally executed and as it may from time to time be supplemented or amended by 
one or more indentures supplemental hereto entered into pursuant to the applicable provisions hereof, including, for all purposes of 
this instrument and any such supplemental indenture, the provisions of the Trust Indenture Act that are deemed to be a part of and 
govern this instrument and any such supplemental indenture, respectively. The term "Indenture" shall also include the terms of 
particular series of Securities established as contemplated by Section 301. 

"interest", when used with respect to an Original Issue Discount Security which by its terms bears interest only after 
Maturity, means interest payable after Maturity. 

"Interest Payment Date", when used with respect to any Security, means the Stated Maturity of an installment of interest on 
such Security. 



"Investment Company Act" means the Investment Company Act of 1940 and any statute successor thereto, in each case as 
amended from time to time. 



"Junior Subordinated Securities" shall have the meaning specified in Section 1401 

"Maturity", when used with respect to any Security, means the date on which the principal of such Security or an install men^ 
of principal becolnes due and payable as therein or helein provided. whether at the Stated Maturity or by declaration of acceleration, 
call fo1 redemption or othe~wise. 

"Notice of Default" means a written notice of the kind specified in Section 501(4). 

"Officers' Certificate" means a certificate signed in  the same manner and by Persons as provided for in a Company Request 
or a Company Order, and delivered to the Trustee. 

"Opinion of Counsel" means a written opinion of counsel, who may be an employee of or counsel for the Company 

"Original Issue Discount Security" means any Security which provides for an amount less than the principal amount thereof 
to be due and payable upon a declaration of acceleration of'the Maturity thereof pursuant to Section 502. 

"Outstanding", when used with respect to Securities, means, as of the date of determination, all Securities theretofore 
authenticated and delivered under this Indenture, except: 

(1) Securities theretofore cancelled by the Trustee or delivered to the Trustee for cancellation; 

(2) Securities for whose payment or redemption money in the necessary amount has been theretofore deposited with the 
Trustee or any Paying Agent (other than the Company) in trust or set aside and segregated in trust by the Company (if the 
Company shall act as its own Paying Agent) for the Holders of such Securities; provided that, if such Securities are to be 
redeemed, notice of such redemption has been duly given pursuant to this Indenture or provision therefor satisfactory to the 
Trustee has been made; 

(3) Securities as to which Defeasance has been effected pursuant to Section 1302; and 

(4) Securities which have been paid pursuant to Section 306 or in exchange for or in lieu of which other Securities have 
been authenticated and delivered pursuant to this Indenture, other than any such Securities in respect of which there shall 
have been presented to the Trustee proof satisfactory to it that such Securities are held by a bona fide purchaser in whose 
hands such Securities are valid obligations of the Company; 

provided, however, that in determining whether the Holders of the requisite principal amount of the Outstanding Securities have 
given, made or taken any request, demand, authorization, direction, notice, consent, waiver or other action hereunder as of any date, 
(A) the principal amount of an Original Issue Discount Security which shall be deemed to be Outstanding shall be the amount of the 
principal thereof which would be due and payable as of such date upon acceleration of the 



Maturity thereof to such date pursuant to Section 502, (B) if, as of such date, the principal amount payable at the Stated Maturity of a 
Security is not determinablc, the p~incipal amount of such Security which shall be deemed to be Outstanding shall be the amount as 
specified or detclmined as contemplated by Section 301, (C) the principal amount of a Security denominated in one or more foreign 
currencies or currency units which shall be deemed to be Outstanding shall be the U.S. dollar equivalent, determined as of such date in 
the manner providecl as contemplated by Section 301. of the principal amount of such Security (or, in the case of a Security described 
in Clause (A) or (B) above, of the amount determined as provided in such Clause), and (D) Seculities owned by the Company or any 
other obligor upon the Securities or any Affiliate 01 the Company or of such other obligor shall be dis~egarded and deemed not to be 
Outstanding, except that, in determining whether thc Trustee shall be protected in relying upon any such request, demand. 
authorization. direction, notice, consent, waiver or other action, only Securities which the Trustee actually knows to be so owned shall 
be so disregarded. Securities so owned which have been pledged in good faith may be regarded as Outstanding if the pledgee 
establishes to the satisfaction of the Trustee the pledgee's right so to act with lespect to such Securities and that the pledgee is not the 
Company 01 any other obligor upon the Securities or any Affiliate of the Company or of such other obligor. 

"Paying Agent" means, if not the Company, then any Person authorized by the Company to pay the principal of or any 
premium or interest on any Securities on behalf of the Company. 

"Person" means any individual, corporation, partnership, joint venture, trust, unincorporated organization or government or 
any agency or political subdivision thereof. 

"Place of Payment", when usecl with respect to the Securities of any series, means the place or places where the principal of 
and any premium and interest on the Securities of that series are payable as specified as contemplated by Section 301. 

"Predecessor Security" of any particular Security means every previous Security evidencing all or a portion of the same debt 
as that evidenced by such particular Security; and, for the purposes of this definition, any Security authenticated and delivered under 
Section 306 in exchange for or in lieu of a mutilated, destroyed, lost or stolen Security shall be deemed to evidence the same debt as 
the mutilated, destroyed, lost or stolen Security. 

"Redemption Date", when used with respect to any Security to be redeemed, means the date fixed for such redemption by or 
pursuant to this Indenture. 

"Redemption Price", when used with respect to any Security to be redeemed, means the price at which it is to be redeemed 
pursuant to this Indenture. 

"Regular Record Date" for the interest payable on any Interest Payment Date on the Securities of any series means the date 
specified for that purpose as contemplated by Section 301. 

"Responsible Officer", when used with respect to the Trustee, means any vice president, any assistant vice-president, any 
trust officer or assistant trust officer of the Trustee assigned to the Trustee's corporate trust department and customarily performing 
functions similar to those performed by any of the above designated officers and also means, with respect to a particular 



corporate trust matter, any other officer to whom such matter is referred because of his or her knowledge of and familiarity with the 
particular subject. 

"Securities" has the meaning stated in the first recital of this Indenture and more particularly means any Securities 
authenticated and delivered under this Indentu~e. 

"Securities Act" means the Securities Act of 1933 and any statute successor thereto, in each case as amended from time to 
time. 

"Security Register" and "Security Registrar" have the respective meanings specified in Section 305. 

"Senior Debt" of the Company means the principal of; premium, if any, interest on and any other payment due pursuant to 
any of the following, whether outstanding at the date of execution of this Indenture or thereafter incurred, created or assumed: (a) all 
indebtedness of the Company evidenced by notes, debentures, bonds or other securities sold by the Company for money, excluding 
Junior Subordinated Securities, but including all first mortgage bonds of the Company outstanding from time to time; (b) all 
indebtedness of others of the kinds described in the preceding clause (a) assumed by or guaranteed in any manner by the Company, 
including through an agreement to purchase, contingent or otherwise; and (c) all renewals, extensions or refundings of indebtedness of 
the kinds described in any of the preceding clauses (a) and (b); unless, in the case of any particular indebtedness, renewal, extension or 
refunding, the instrument creating or evidencing the same or the assumption or guarantee of the same expressly provides that such 
indebtedness, renewal, extension or refunding is not superior in right of payment to or is pari passu with the Junior Subordinated 
Securities. 

"Special Iiecord Date" for the payment of any Defaulted Interest means a date fixed by the Trustee pursuant to Section 307. 

"Stated Maturity", when used with respect to any Security or any installment of principal thereof or interest thereon, means 
the date specified in such Security as the fixed date on which the principal of such Security or such installment of principal or interest 
is due and payable. 

"Subsidiary" means a corporation more than 50% of the outstanding voting stock of which is owned, directly or indirectly, by 
the Company or by one or more other Subsidiaries, or by the Company and one or more other Subsidiaries. For the purposes of this 
definition, "voting stock" means stock which ordinarily has voting power for the election of directors, whether at all times or only so 
long as no senior class of stock has such voting power by reason of any contingency. 

"Trust Indenture Act" means the Trust Indenture Act of 1939 as in fbrce at the date as of which this instrument was executed, 
except as provided in Section 905. 

"Trustee" means the Person named as the "Trustee" in the first paragraph of this instrument until a successor Trustee shall 
have become such pursuant to the applicable provisions of this Indenture, and thereafter "Trustee" shall mean or include each Person 
who is then a Trustee 



hereunder, and if at any time there is more than one such Person, "Trustee" as used with respect to the Securities of any series shall 
mean the Trustee with respect to Securities of that series. 

"1J.S. Government Obligation" has the meaning specified in Section 1304. 

"Vice President", when used with respect to the Company or the Trustee, means any vice president, whether or not 
designated by a number or a word 01 words added beforc or after the title "vice president". 

Section 102. Compliance Certificates and Opinions. 

Upon any application or request by the Company to the Trustee to take any action under any provision of this Indenture, the 
Company shall furnish to the Trustee such certificates and opinions as may be requi~ed under the Trust Indenture Act. Each such 
certificate or opinion shall be given in the form 01 an Officers' Certificate, if to be given by an officer of the Company, or an Opinion 
of Counsel, if to be given by counsel, and shall comply with the requirements of the Trust Indenture Act and any other requirements 
set forth i n  this Indenture. 

Every certificate or opinion with respect to compliance with a condition or covenant provided for in this Indenture shall 
include. 

(1) a statement that each individual signing such certificate or opinion has read such covenant or condition and the 
definitions herein relating thereto; 

(2) a statement that, in the opinion of each such individual, he or she has made such examination or investigation as is 
necessary to enable him or her to express an informed opinion as to whether or not such covenant or condition has been 
complied with; and 

(3) a statement as to whether, in the opinion of each such individual, such condition or covenant has been complied 
with. 

Section 103. Form of Documents Delivered to Trustee. 

In any case where several matters are required to be certified by, or covered by an opinion of, any specified Person, it is not 
necessary that all such matters be certified by, or covered by the opinion of, only one such Person, or that they be so certified or 
covered by only one document, but one such Person may certify or give an opinion with respect to some matters and one or more 
other such Persons as to other matters, and any such Person may certify or give an opinion as to such matters in one or several 
documents. 

Any certificate or opinion of an officer of the Company may be based, insofar as it relates to legal matters, upon a certificate 
or opinion of, or representations by, counsel, unless such officer knows, or in the exercise of reasonable care should know, that the 
certificate or opinion or representations with respect to the matters upon which his or her certificate or opinion is based are 



erroneous. Any such certihcate or opinion of counsel may be based, insofar as i t  relates to factual mattels, upon a certificate or 
opinion of. or ~eprescntations by, an officer or ofTice~s of the Company stating that the information with respect to such factual matters 
is in thc possession of the Company, unless such counsel knows, or in the exercise of reasonable care should know, that the certificate 
01 opinion or representations with respect to such matters are erroneous. 

Where any Person is required to make, give or execute two or more applications, requests, consents, certificates, statements, 
opinions or other instruments under this Indenture, they may, but need not. be consolidated and form one instrument. 

Section 104. Acts of Holders; Record Dates. 

Any request, demand, authorization, direction, notice, consent, waiver or other action provided or permitted by this Indenture 
to be given, made or taken by Holders may be embodied in and evidenced by one or more instruments of substantially similar tenor 
signed by such Holders in person or by agent duly appoir~ted in writing; and, except as herein otherwise expressly provided, such 
action shall become effective when such instrument or instruments are delivered to the Trustee and, where it is hereby expressly 
required, to the Company. Such instrument or instruments (and the action ernbodied therein and evidenced thereby) are ticrein 
sometimes referred to as the "Act" of the Holders signing such instrument or instruments. Proof of execution of any such instrument 
or of a writing appointing any such agent shall be sufficient for any purpose of this Indenture and (subject to Section 601) conclusive 
in favor of the Trustee and the Company, if made in the manner provided in this Section. 

The fact and date of the execution by any Person of any such instrument or writing may be proved by the affidavit of a 
witness of such execution or by a certificate of a notary public or other officer authorized by law to take acknowledgments of deeds, 
certifying that the individual signing such instrument or writing acknowledged to him or her the execution thereof. Where such 
execution is by a signer acting in a capacity other than his or her individual capacity, such certificate or affidavit shall also constitute 
sufficient proof of his or her authority. 'The fact and date of the execution of any such instrument or writing, or the authority of the 
Person executing the same, may also be proved in any other manner which the Trustee deems sufficient. 

The ownership of Securities shall be proved by the Security Register. 

Any request, demand, authorization, direction, notice, consent, waiver or other Act ofthe Holder of any Security shall bind 
every future Holder of the same Security and the Holder of every Security issued upon the registration of transfer thereof or in 
exchange therefor or in lieu thereof in respect of anything done, omitted or suffered to be done by the Trustee or the Company in 
reliance thereon, whether or not notation of such action is made upon such Security. 

The Company may set any day as a record date for the purpose of determining the Holders of Outstanding Securities of any 
series entitled to give, make or take any request, demand, authorization, direction, notice, consent, waiver or other action provided or 
permitted by this Indenture to be given, made or taken by Holders of Securities of such series, provided that the 



Company may not set a record date for. and the provisions of this paragraph shall not apply with respect to, the giving or making of 
any notice, declaration, request or direction refelred to in the next paragraph. If any record date is set pursuant to this paragraph, the 
Holders of Outstanding Securities of the relevant series on such record date, and no other Holders, shall be entitled to take the relevant 
action. whether or not such Holders remain Holdcrs after such record date; provided that no such action shall be effective hereunder 
unless taken on or prior to the applicable Expiration Date by Holders of the requisite principal amount of Outstanding Securities of 
such series on such record datc. Nothing in this paragraph shall bc construed to prevent the Company from setting a new record date 
for any action for which a record datc has PI-eviously been set pursuant to this paragraph (whereupon the record date previously set 
shall automatically and with no action by any Person be cancelled and of no effect), and nothing in this paragraph shall be construed to 
lender ineffective any action taken by Holders of the requisite principal amount of Outstanding Securities of thc relcvant series on the 
date such action is taken. Promptly after any record date is set pursuant to this paragraph, the Company, at its own expense, shall 
cause notice of such record date, the proposed action by Holders and the applicable Expiration Date to be given to the Trustee in 
writing and to each Holder of Securities ol the relevant series in the manna set forth in Section 106. 

The Trustee may set any day as a record date for the purpose of determining the Holders of Outstanding Securities of any 
series entitled to join in the giving or making of (i) any Notice of DcSault, (ii) any declaration of acceleration referred to in 
Section 502, (iii) any request to institute proceedings referled to in Section 507(2) or (iv) any direction referred to in Section 512, in 
each case with respect to Securities of such series. If any record date is set pursuant to this paragraph, the Holders of Outstanding 
Securities of such series on such record date, and no other Holders, shall be entitled to join in such notice, declaration, request or 
direction, whethcr or not such Holders remain Holdels after such record date; provided that no such action shall be effective hereunder 
unless taken on or plior to the applicable Expiration Date by Holders of the requisite principal amount of Outstanding Securities of 
such series on such record date. Nothing in this paragraph shall bc construed to prevent the Trustee from setting a new record date for 
any action for which a record date has previously been set pursuant to this paragraph (whereupon the record date previously set shall 
automatically and with no action by any Person be cancelled and of no effect), and nothing in this paragraph shall be construed to 
render ineffective any action taken by Holders of the requisite principal amount of Outstanding Securities of the relevant series on the 
date such action is taken. Promptly after any record date is set pursuant to this paragraph, the Trustee, at the Company's expense, shall 
cause notice of such record date, the proposed action by Holders and the applicable Expiration Date to be given to the Company in 
writing and to each Holder of Securities of the relevant series in the manner set forth in Section 106. 

With respect to any record date set pursuant to this Section. the party hereto which sets such record date may designate any 
day as the "Expiration Date" and from time to time may change the Expiration Date to any earlier or later day; provided that no such 
change shall be effective unless notice of thc proposed new Expiration Date is given to the other party hereto in writing, and to each 
Holder of Securities of the relevant series in the manner set forth in Section 106, on or prior to the existing Expiration Date. If an 
Expiration Date is not designated with respect to any record date set pursuant to this Section, the party hereto which set such record 
date shall be deemed to have initially designated the 180th day after such record date as the Expiration Date with respect thereto, 



subject to its right to change the Expiration Date as provided in this paragraph. Notwithstanding the foregoing, no Expiration Date 
shall be later than the 180th day after the applicable record date. 

Without limiting the foregoing, a Holdel entitled hereunde~ to take any action hereunder with rega~d to any particular 
Security may do so with regard to all or any part or the principal amount of such Security or by one or mole duly appointed agents 
each of which may do so pursuant to such appointment with regard to all or any part of such principal amount. 

Section 105. Notices, Etc., to Trustee and Company. 

Any request, dcmand, authorization, dircction, notice, consent, waive1 01 Act of Holders or othe~ documerit provided or 
permitted by this Indenture to be made upon, given or rurnished to, or filed with, 

(1) the Trustee by any Holder or by the Company shall be sufficient for every purpose hereunder if made, given, 
furnished or filed in writing to or with the Trustee at its Corporate Trust Orfice, Attention: Corporate 'Trust Administration, 
or 

(2) the Company by the Trustee or by any Holder shall be sufficient Sol every purpose hereunder (unless otherwise 
herein expressly provided) if in writing and mailed, first-class postage prepaid, to the Company add~essed to i t  at the address 
of its principal office specified in the first palagraph of this instrument 01 at any other address previously furnished in writing 
to the Trustee by the Company. 

Section 106. Notice to Holders; Waiver. 

Where this Indenture provides for notice to Holders of any event, such notice shall be sufficiently given (unless otherwise 
herein expressly provided) if in writing and mailed, to each Holder affected by such event, at his or her address as it appears in the 
Security Register, not later than the latest date (if any), and not earlier than the earliest date (if any), prescribed for the giving of such 
notice. In any case where notice to Holders is given by mail, neither the failure to mail such notice, nor any defect in any notice so 
mailed, to any particular Holder shall affect the sufficiency of such notice with respect to other Holders. Any notice when mailed to a 
Holder in the aforesaid manncr shall be conclusively deemed to have been received by such Holder whether or not actually received 
by such Holder. Where this Indenture provides for notice in any manner, such notice may be waived in writing by the Person entitled 
to receive such notice, eithex before or after the event, and such waiver shall be the equivalent of such notice. Waivers of notice by 
Holders shall be filed with the Trustee, but such filing shall not be a condition precedent to the validity of any action taken in reliance 
upon such waiver. 

In case by reason of the suspension of regular mail service or by reason of any other cause it shall be impracticable to give 
such notice by mail, then such notification as shall be made with the approval of the Trustee shall constitute a sufficient notification 
for every purpose hereunder. 



Section 107. Conflict with Trust Indenture Act. 

It any provision hereof limits, qualifies or conflicts with a provision of the Trust Indenture Act which is required under such 
Act to be a part of and govern this Indenture, the latter provision shall control. If any provision of this Indenture modifies or excludes 
any provision of the Trust Indcnture Act which may be so modified or excluded, the latter p~ovision shall be deemed to apply to this 
Indenture as so modified or to be excluded, as the case may be. 

Section 108. EKect of Headings and Table of Contents. 

The Article and Section headings herein and the Table of Contents are for convenience only and shall not affect the 
construction hereof. 

Section 109. Successors and Assigns. 

All covenants and agreements in this Indenture by the Company shall bind its successors and assigns. whether so expressed 
or not. 

Section l 10. Separability Clause. 

In case any provision in this Indenture or in the Securities shall be invalid. illegal or unenforceable, the validity, legality and 
enforceability of the remaining provisions shall not in any way be affected or impaired thereby. 

Section 1 1 1. Benefits of Indenture. 

Nothing in this Indenture or in the Securities, express or implied, shall give to any Person, other than the parties hereto, their 
successors hereunder, the Holders, and the holders of any Senior Debt, any benefit or any legal or equitable right, remedy or claim 
under this Indenture. 

Section 112. Governing Law. 

This Indenture and the Securities shall be governed by and construed in accordance with the law of the State of New York. 

Section 113. Legal Holidays. 

In any case where any Interest Payment Date, Redemption Date or Stated Maturity of any Security shall not be a Business 
Day at any Place of Payment, then (notwithstanding any other provision of this Indenture or of the Securities (other than a provision of 
any Security which 



specifically states that such provision shall apply in lieu 01 this Section)) payment of interest or principal (and premium, if any) need 
not be made at such Place of Payment on such date, but may be made on the next succecding Business Day at such Place of Paymcnt 
w.ith the same force and effect as if made on the Interest Paymcnt Date or Redemption Datc, or at the Stated Maturity, and no intciest 
shall accrue with respect to such payment for the period f'rom and after such Interest Paymcnt Datc. Redemption Date or Stated , 
Maturity, as the case may be, to such next succecding Business Day. 

Section 114. Certain Matters Relating to Currencies 

Whenever any action or Act is to be taken hereunder by the Holders of' Securities denominated in  different currencies or 
currency units. then for purposes of determining the principal amount of Securities held by such Holders, the aggregate principal 
amount ofthe Securities denominated in a foreign currency or currency unit shall be deemed to be that amount 01' Dollars that could 
be obtained for such principal amount on the basis of a spot exchange rate specified to the Trustee fbr such series in an Officers' 
Certificate fbr exchanging such foreign currency or currency unit into Dollars as of the date of the taking of such action or Act by the 
Holders of the requisite percentage in principal amount of the Securities. 

The Trustee shall segregate moneys, funds and accounts held by the Trustee in one currency or currency unit from any 
moneys, funds or accounts held in any other currencies or currency units, notwithstanding any provision herein that would otherwise 
permit the Trustee to commingle such amounts. 

Section 115. Immunity of Incorporators, Stockholders. Officers and Directors. 

No recourse shall be had for the payment of the principal of (and premium, if any), or the interest, if any, on any Securities or 
any series, or for any claim based thereon, or upon any obligation, covenant or agreement of'this Indenture, against any incorporator, 
stockholder, officer or director, as such, past, present or future, of the Company or of any successor corporation, either directly or 
indirectly through the Company or any successor corporation, whether by virtue of any constitution, statute or rule of law or by the 
enforcement of any assessment of penalty or otherwise; it being expressly agreed and understood that this Indenture and all the 
Securities of each series are solely corporate obligations, and that no personal liability whatever shall attach to, or is incun~ed by, any 
incorporator, stockholder, officer or director, past, present or future, of the Company or of any successor corporation, either directly or 
indirectly through the Company or any successor corporation, because of the incusring of the indebtedness hereby authorized or under 
or by reason of any of the obligations, covenants or agreements contained in this Indenture or in any of the Securities of' any series, or 
to be implied hesefrom or therefrom; and that all such personal liability is hereby expressly released and waived as a condition of, and 
as part of the consideration for, the execution of this Indenture and the issuance of the Securities of each series. 



Section 1 16. Counterparts. 

This Indenture may be executed in any number of counterparts, each of which shall be an original; but such counterparts shall 
together constitute but one and the same instrument. 

Section 117. Assignment to Affiliate. 

The Company will have the right at all times to assign by indenture supplemental hereto any of its rights or obligations under 
the Indenture to a direct, indirect, or wholly owned Affiliate of the Company; provided that, in the event 01 any such assignment, the 
Company will remain liable for all such obligations. 

ARTICLE TWO 

Security Forms 

Section 201. Forms Generally 

The Securities of each series shall be in substantially the form set forth in this Article, or in such other form as shall be 
established by or pursuant to a Board Resolution or in one or more indentures supplemental hereto, in each ease with such appropriate 
insertions, omissions, substitutions and other variations as are required or permitted by this Indenture, and may have such letters, 
numbers or other marks of identification and such legends or endorsements placed thereon as may be required to comply with the 
rules of any securities exchange or Depositary therefor or as may, consistently herewith, be determined by the officers executing such 
Securities. as evidenced by their execution thereof. If the form of Securities of any series is established by action taken pursuant to a 
Board Resolution, a copy of an appropriate record of such action shall be certified by the Secretary or an Assistant Secretary of the 
Company and delivered to the Trustee at or prior to the delivery of the Company Order contemplated by Section 303 for the 
authentication and delivery of such Securities. 

The definitive Securities shall be printed, lithographed or engraved on steel engraved borders or may be produced in any 
other manner, all as determined by the officers executing such Securities, as evidenced by their execution of such Securities. 

Section 202. Form of Face of Security. 

[Insert any legend required by the Internal Revenue Code and the 

regulations thereunder.] 



THE UNION LIGHT. HEAT AND POWER COMPANY 

No. $ 

CUSIP NO. 

The Union Light, Heat and Power Company, a corporation duly organized and existing under the laws of'the Commonwealth 
of Kentucky (herein called the "Company", which tern includes any successor Person under the Indenture hereinafter referred to), for 
value received, hereby promises to pay to , or registered assigns, the principal sum of Dollars 
on [if the Security is to bear interest prior to Maturity, insert: , and to pay interest thereon from or from 
the most recent Interest Payment Date to which interest has been paid or duly provided for, on and in 
each year, commencing , at the rate of % per annum, until the principal hereof is paid or made available for payment. The 
interest so payable, and punctually paid or duly provided for, on any Interest Payment Date will, as provided in such Indenture, be 
paid to the Person in whose name this Security (or one or more Predecessor Securities) is registered at the close of business on the 
Regular Record Date for such interest, which shall be the or (whether or not a Business Day), as the case may be, next 
preceding such Interest Payment Date. Any such interest not so punctually paid or duly provided for will forthwith cease to be payable 
to the Holder on such Regular Record Date and may either be paid to the Person in whose name this Security (or one or more 
Predecessor Securities) is registered at the close of business on a Special Record Date for the payment of such Defaulted Interest to be 
fixed by the Trustee, notice whereof shall be given to Holders of Securities of this series not less than 10 days prior to such Special 
Record Date, or be paid at any time in any other lawful manner not inconsistent with the requirements of any securities exchange on 
which the Securities of this series may be listed, and upon such notice as may be required by such exchange, all as more fully provided 
in said Indenture]. 

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

Payment of the principal of (and premium, if any) and [if'applicable, insert: any such] interest on this Security will be made 
at the office or agency of the Company maintained for that purpose in , in such coin or currency of the United States of 
America as at the time of payment is legal tender for payment of public and private debts [if applicable, insert: ;provided, 



however, that at the option of the Company payment of interest may be made by check mailed to the address of the Person entitled 
thereto as such address shall appear in the Security Register]. 

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

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

Unless the certificate of authentication hereon has been executed by the Trustee referred to on the reverse hereof by manual 
signature, this Security shall not be entitled to any benefit under the Indentule or be valid or obligatory for any purpose. 

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

THE UNION LIGHT, HEAT AND POWER 
COMPANY 

Section 203. Form of Reverse of Security. 

This Security is one of a duly authorized issue of securities of the Company (herein called the "Securities7'), issued and to be 
issued in one or more series undcr an Indenture, dated as of , 2004 (herein called the "Indenture", which term shall have the 
meaning assigned to it in such instrument), between the Company and Deutsche Bank Trust Company Americas, as Trustee (herein 
called the "Trustee", which term includes any successor trustee under the Indenture), and reference is hereby made to the Indenture for 
a statement of the respective rights. limitations of rights, duties and immunities thereunder of the Company, the Trustee and the 
Holders of the Securities and of the terms upon which the Securities are, and are to be, authenticated and delivered. This Security is 
one of the series designated on the face hereof [if applicable, insert: , limited in aggregate principal amount to $ 1. 

[If applicable, insert: The Securities of this series are subject to redemption upon not less than 30 days' notice by mail, [if 
applicable, insert: ( I )  on in any year commencing with the year and ending with the year through operation of the 
sinking fund for this series at a Redemption Price equal to 100% of the principal amount, and (2)] at any time [if applicable, insert: 
on or after , 1, as a whole or in part, at the election of the Company, at the following Redemption Prices (expressed as 
percentages of the principal amount): If redeemed [if applicable, 



insert: on or before , %, and ir redeemed] during the 12-month period beginning of the years indicated, 

Redemption Redemption 
Year Price Year Price 

and thereafter at a Redemption Price equal to % of the principal amount, together in the case of any such redemption [if applicable, 
insert: (whether through operation of the sinking fund or otherwise)] with accrued interest to the Redemption Date. but interest 
installments whose Stated Maturity is on or prior to such Redemption Date will be payable to the Holders of such Securities, or one or 
more Predecessor Securities, of record at the close of business on the relevant Record Dates referred to on the face hereof, all as 
provided in the Indenture.] 

[If applicable, insert: The Securities of this series are subject to redemption upon not less than 30 days' notice by mail, (1) 
on in  any year commencing with the year and ending with the year th~ough operation of the sinking fund for this series at 
the Redemption Prices for redemption through operation of the sinking fund (expressed as percentages of the principal amount) set 
forth in the table below, and (2) at any time [if applicable, insert: on or after 1, as a whole or in part, at the election of the 
Company, at the Redemption Prices for redemption otherwise than through operation of the sinking fund (expressed as percentages of 
the principal amount) set forth in the table below: If redeemed during the 12-month period beginning of the years indicated, 

Redemption Price For 
Redemption Price For Redemption Redemption Otherwise Than 
Through Operation of the Sinking Through Operation of the 

Year Fund Sinking Fund 

and thereafter at a Redemption Price equal to % of the principal amount, together in the case of any such redemption (whether 
through operation of the sinking fund or otherwise) with accrued interest to the Redemption Date, but interest installments whose 
Stated Maturity is on or prior to such Redemption Date will be payable to the Holders of such Securities, or one or more Predecessor 
Securities, of record at the close of business on the relevant Record Dates referred to on the face hereof, all as provided in the 
Indenture.] 

[If applicable, insert: Notwithstanding the foregoing, the Company may not, prior to , redeem any Securities of this 
series as contemplated by [if applicable, insert: Clause (2) ofl the preceding paragraph as a part of, or in anticipation of, any 
refunding operation by the application, directly or indirectly, of moneys borrowed having an interest cost to the Company (calculated 
in  accordance with generally accepted financial practice) of less than % per annum.] 



[If applicable, insert: The sinking fund for this series provides for the redemption on in each year beginning with the 
year and ending with the year of [if applicable, inscrt: not less than $ ("mandatory sinking fund") and not mole than] 
9; aggregate principal amount of Securities of this series. Securities of this s c ~ i e s  acquired or redeemed by the Company 
otherwise than through [if applicable, inscrt: mandatory] sinking fund payments may be credited against subsequent [if applicable, 
insert: mandatory] sinking fund payments otherwise required to be made [if applicable, insert: , in the inverse order in which they 
become due].] 

[If the Security is subject to redemption ot any kind, insert: In the event of redemption of this Security in part only, a new 
Security or Securities ol this series and of like tenor lor the unredeemed portion hereof will be issued in the name of the Holder hereol 
upon the cancellation hereoi.] 

[If subordinated, insert: The inddbtedness evidenced by the Securities of this series is, to the extent and in the manner 
provided in the Indenture, expressly subordinate and subject in right of payment to the prior payment in full of all Senior Debt 01 the 
Colnpany (as defined in the Indenture) whether outstanding at the date of the Indenture or thereafter incurred, and this Security is 
issued subject to the provisions of the Indenture with respect to such subordination. Each holder and owner of this Security, by. 
accepting the same, agrees to and shall be bound by such provisions and authorizes the Trustee in 1.1is or her behalf to take such action 
as may be necessary or appropriate to effectuate the subordination so p~ovided and appoints the Trustee his or her attorney-in-fact for 
such purpose.] 

[If applicable, insert: The Indenture contains provisions for defeasance at any time of [the entire indebtedness of this 
Security] [or] [certain restrictive covenants and Events of Default with respect to this Security] [, in each case] upon compliance with 
certain conditions set forth in the Indenture.] 

[If the Security is not an Original Issue Discount Security, insert: If an Event of Default with respect to Securities of this 
series shall occur and be continuing, the principal of the Securities of this series may be declared due arid payable in the manner and 
with the effect provided in the Indenture.] 

[If the Security is an Original Issue Discount Security, insert: If an Event of Default with respect to Securities of this series 
shall occur and be continuing, an amount of principal of the Securities of this series may be declared due and payable in the manner 
and with the effect provided in the Indenture. Such amount shall be equal to insert: tormula tor determining the amount. Upon 
payment (i) of the amount of principal so declared due and payable and (ii) of interest on any overdue principal, premium and interest 
(in each case to the extent that the payment of such interest shall be legally enforceable). all of the Company's obligations in respect of 
the payment of the principal of and premium and interest, if any, on the Securities of this series shall terminate.] 

The Indenture permits, with certain exceptions as therein provided, the amendment thereof and the modification oi the rights 
and obligations of the Company and the rights of the Holders of the Securities of each series to be affected under the Indenture at any 
time by the Company and the Trustee with the consent of the Holders of a majority in principal amount of the Securities at the 



time Outstanding of each series to be affected. The Indenture also contains provisions permitting the Holders of a majority in principal 
amount of the Securities of each series at the time Outstanding, on behalf of the Holde~s of all Securities of such series, to waive 
compliance by the Company with certain provisions of the Indenture and certain past defaults under the Indenture and their 
consequences. Any such consent or waiver by the Holder of this Security shall be conclusive and binding upon such Holder and upor 
all future Holders of this Security and of any Security issued upon the registration of transfer hereof or in exchange herefor or in lieu 
hereof, whether or not notation of such conserlt or waiver is made upon this Security. 

As provided in and subject to the provisions of the Indenture, the Holder of this Security shall not have the right to institute 
any proceeding with respect to the Indenture or for the appointment of a receiver or trustee or, for any other remedy thereunder, unless 
such Holder shall have previously given the Trustee written notice of a continuing Event of Default with respect to the Securities of 
this series, the Holders of not less than 35% in principal amount oi'the Securities of this series at the time Outstanding shall have made 
written request to the Trustee to institute proceedings in respect of such Event of Default as 'Trustee and offered the 'Trustee indemnity 
reasonably satisfactory to the Trustee, and the Trustee shall not have received from the Holders of a majority in principal amount of 
Securities of this series at the time Outstanding a direction inconsistent with such request, and shall have failed to institute any such 
proceeding, for 60 days after receipt of such notice, request and offer of indemnity. The foregoing shall not apply to any suit instituted 
by the Holder of this Security for the enforcement of any payment of principal hereof or any premium or interest hereon on or after the 
respective due dates expressed herein. 

No reference herein to the Indenture and no provision of this Security or of the Indenture shall alter or impair the obligation 
of the Company, which is absolute and unconditional, to pay the principal of and any pxemium and interest on this Security at the 
times. place and rate, and in the coin or curlency, herein prescribed. 

As provided in the Indenture and subject to certain limitations therein set forth, the transfer of this Security is registrable in 
the Secu~ity Register, upon surrender of this Security for registration of transfer at the office or agency of the Company in any place 
where the principal of and any premium and interest on this Security are payable, duly endorsed by, or accompar~ied by a written 
instrument of transfer in form satisfactory to the Company and the Security Registrar duly executed by, the Holder hereof or his or he 
attorney duly authorized in writing, and thereupon one or more new Securities of this series and of like tenor, of authorized 
denominations and for the same aggregate principal amount, will be issued to the designated transferee or transferees. 

The Securities of this series are issuable only in registered form without coupons in denominations of $ and any integral 
multiple thereof. As provided in the Indenture and subject to certain limitatior~s therein set forth, Securities of this series are 
exchangeable for a like aggregate principal amount of Securities of this series and of like tenor of a different authorized denomination, 
as requested by the Holder surrendering the same. 

No service charge shall be made for any such registration of transfer or exchange, but the Company may require payment of a 
sum sufficient to cover any tax or other governmental charge payable in connection therewith. 



Prior to due presentment of this Security for registration of transfer, the Company, the Trustee and any agent of the Company 
or the Tlustce may tleat the Person in whose name this Security is registered as the owner hereof for all purposes, whether or not this 
Security be overdue, and neither the Company, the Trustee nor any such agent shall be aflected by notice to the contrary. 

All terms used in this Security which are defined in the Indenture shall have the meanings assigned to them in khe Indenture. 

Section 204. Form of L,egend for Global Securities. 

Unless otherwise specified as contemplated by Section 301 for the Securities evidenced thereby. every Global Security 
authenticated and delivered hereundel shall bear a legend in substantially the following form (01 such other lorm as a securities 
exchange or Depositary ]nay request or require): 

This Security is a Global Seculity within the ~neaning of the Indenture hereinafter referred to and is registered in the name of 
a Depositary or a nominee thereof. This Security may not be exchanged in whole or in part for a Security registered, and no transfer of 
this Secul-ity in whole or in part may be registered, in the name of any Person other than such Depositary or a nominee thereof, except 
in the limited circumstances desclibed in the Indenture. 

Section 205. Form of Trustee's Certificate of Authentication. 

The Trustee's certificates of authentication shall be in substantially the following form: 

This is one of the Securities of the series designated therein referred to in the within-mentioned Indenture. 

DEIJTSCHE BANK TRUST COMPANY 
AMERICAS, 
As Trustee 

BY 
Authorized Signatory 



ARTICLE THREE 

The Securities 

Section 301. Amount Unlimited; Issuable in  Series. 

The aggregate principal amount of Securities which may be authenticated and delivered under this Indenture is unlimited. 

The Securities may be issued in one or more series. The~e shall be established in or pursuant to a Board Resolution and, 
subject to Section 303, set forth, or determined in the manner provided, in an Officers' Certificate, or established in one or more 
indentures supplemental hercto, prior to the issuance of Securities of any series: 

(1) the title of the Securities of the series (which shall distinguish the Securities of the series from Securities of any other 
series); 

(2) any limit upon the aggregate principal amount of the Securities of the series which may be authenticated and 
delivered under this Indenture (except for Securities authenticated and delivered upon registration of transfer of, or in 
exchange for, or in lieu of, other Securities of the series pursuant to Section 304, 305, 306,906 or 1107 and except for any 
Securities which, pursuant to Section 303, are deemed never to have been authenticated and delivered hereunder); 

(3) the Person to whom any interest on a Security of the series shall be payable, if other than the Person in whose name 
that Security (or one or rnore Predecessor Securities) is registered at the close of business on the Regular Record Date for 
such interest; 

(4) the date or dates on which the principal of any Securities of the series is payable; 

(5) the rate or rates at which any Securities of the series shall bear interest, if any, the date or dates from which any such 
interest shall accrue, the Interest Payment Dates on which any such interest shall be payable, the manner of determination of 
such Interest Payment Dates and the Regular Record Date for any such interest payable on any Interest Payment Date; 

(6) the right, if any, to extend the interest payment periods and the duration of such extension; 

('7) the place or places where the principal of and any premium and interest on any Securities of the series shall be 
payable; 

(8) the period or periods within which, the price or prices at which and the terms and conditions upon which any 
Securities of the series may be redeemed, in whole or in part, at 



the option of the Company and, if other than by a Board Resolution, the manner in which any election by the Company to 
rcdeem the Securities shall be evidenced: 

(9) the obligation. if any, of the Company to redeem or purchase any Securities of the scries pursuant to any sinking 
fund or analogous provisions or at the option of the Holder thereof and the period or periods within which, the price or prices 
at which and the terms and conditions upon which any Securities of thc series shall be redeemed or purchased, in whole or in 
part, pursuant to such obligation; 

(10) the denominations in which any Securities of the series shall be issuable; 

(1 1) if the amount of principal of or any premium or interest on any Securities of the series may be determined with 
reference to an index or pursuant to a formula, the manner in which such amounts shall be determined; 

(12) if other than the currency of the United States of America, the currency. currencies or currency units in which the 
principal of 01 any premium or interest on any Securities of the series shall be payable and the manner of determining the 
equivalent thereof in the currency ot the 1Jnited States of America for any purpose, including for purposes of the definition of 
"Outstanding" in Section 101; 

(13) if the principal of or any premium or interest on any Securities of the series is to be payable, at the election of the 
Company or the Holder thereof, in one or more currencies or cul-sency units other than that or those in which such Securities 
are stated to be payable, the currency, currencies or currency units in which the principal of or any premium or interest on 
such Securities as to which such election is made shall be payable, the periods within which and the terns and conditions 
upon which such election is to be made and the amount so payable (or the manner in which such amount shall be 
determined); 

(14) if other than the entire principal amount thereof, the portion of the principal amount of any Securities of the series 
which shall be payable upon declaration of acceleration of the Maturity thereof pursuant to Section 502: 

(15) if the principal amount payable at the Stated Maturity of any Securities of the series will not be determinable as of 
any one or more dates prior to the Stated Maturity, thc amount which shall be deemed to be the principal amount of such 
Securities as of any such date for any purposc thereunder or hereunder, including the principal amount thereof which shall be 
due and payable upon any Maturity other than the Stated Maturity or which shall be deemed to be Outstanding as of any date 
prior to the Staled Maturity (or, in any such case. the manner in which such amount deemed to be the principal amount shall 
be determined); 

(16) if applicable, that the Securities of the series, in whole or any specified part, shall be defeasible pursuant to 
Section 1302 or Section 1303 or both such Sections: 

(17) if applicable, that any Securities of the series shall be issuable in whole or in part in the form of one or more Global 
Securities and, in such case, the respective Depositaries for 



such Global Securities, the form of any legend or legends which shall be borne by any such Global Security in addition to or 
in  lieu of that set forth in Section 204 and any circumstances in addition to or in lieu of those set forth in Clause (2) of'the last 
paragraph of Section 305 in which any such Global Security may be exchanged in whole or in part for Securities registered, 
and any transfer ol'such Global Security in  whole or in  part may be registered, in the name or names of Persons other than : 
the Depositary for such Global Security 01. a nominee thereof; 

(18) any addition to or change in the Events of Default which applies to any Securities of the series and any change in  
the right of the 'Trustee 01 the ~equisite Holders of such Securities to declare the principal amount thereof due and payable 
pursuant to Section 502; 

(19) any addition to or change in the covenants set forth i n  Article Teri which applies to Securities of the series; 

(20) the applicability of, or any addition to or change in, Article Foulteen with respect to the Securities of a series; 

(21) any other terms of the series (which terms shall not be inconsistent with the provisions of this Indenture. 

All Securities of any one series shall be substantially identical except as to date and principal amount and except as may 
otherwise be plovided in or pursuant to the Boatd Resolution referred to above and (subject to Section 303) set forth, or determined in 
the manner provided, in the Officers' Certificate referred to above 01 in any such indenture supple~~iental hereto. 

If any of the terms of the series arc established by action taken pursuant to a Board Resolution, a copy of an appropriate 
record of such action shall be certified by the Secretary or an Assistant Secretary of the Company arid delivered to the Trustee at or 
prior to the delivery of the Officers' Certificate setting forth the terms of the series. 

Section 302. Denominations. 

The Securities of each series shall be issuable only in registered form without coupons and only in such denominations as 
shall be specified as contemplated by Section 301. In the absence of any such specified denomination with respect to the Securities of 
any series, the Securities of such series shall be issuable in denominations of $1,000 and any integral multiple thereof. 

Section 303. Execution, Authentication, Delivery and Dating. 

The Securities shall be executed on behalf of the Company by its Chairman of the Board. its Vice Chairman, its President, 
one of its Vice Presidents, or its Treasurer. The signature of any of these officers on the Securities may be manual or facsimile. 



Securities bearing the manual or facsimile signatures of individuals who were at any time the proper officers of the Company 
shall bind the Company, notwithstanding that such individuals or any of them have ceased to hold such offices prior to the 
authentication and delivery of such Securities or did not hold such offices at the date of such Securities. 

At any time and from time to time after the execution and delivery of this Indenture, the Company may deliver Securities of 
any series executed by the Company to the Trustee for authentication, together with a Company Order for the authentication and 
delivery of such Securities, and the Trustee in accordance with the Company Order shall authenticate and deliver such Securities. If 
the lorm or terms of the Securities of the series have been established by or pursuant to a Boa~d Resolution as permitted by Sections 
201 and 301. in authenticating such Securities, and accepting the additional responsibilities under this Indenture in relation to such 
Securities, the Trustee shall be entitled to receive, and (subject to Section 601) shall be fully protected in relying upon, an Opinion of 
Counsel stating, 

(1) if the form of such Securities has been established by or pursuant to Board Resolution as permitted by Section 201, 
that such form has been established in conformity with the provisions of this Indenture; 

(2) if the terms of such Securities have been established by or pursuant to Board Resolution as permitted by Section 301, 
that such terms have been established in conformity with the provisions of this Indenture; and 

(3) that such Securities, when authenticated and delivered by the Trustee and issued by the Company in the manner and 
subject to any conditions specified in such Opinion of Counsel, will constitute valid and legally binding obligations of the 
Company enforceable in accordance with their terms, subject to bankruptcy, insolvency, fraudulent transfer, reorganization, 
moratorium and similar laws of general applicability relating to or affecting creditors' rights to general equity principles and 
to such other matters as such counsel shall set forth therein. 

If such form or terms have been so established, the Trustee shall not be required to authenticate such Securities if the issue of such 
Securities pursuant to this Indenture will affect the Trustee's own rights, duties or immunities under the Securities and this Indenture 
or otherwise in a manner which is not reasonably acceptable to the Trustee. 

Notwithstanding the provisions of Section 301 and of the preceding paragraph, if all Securities of a series are not to bc 
originally issued at one time, it shall not be necessary to deliver the Officers' Certificate otherwise required pursuant to Section 301 or 
the Company Order and Opinion 01 Counsel otherwise required pursuant to such preceding paragraph at or prior to the authentication 
of each Security of such series if such documents (with appropriate variations to reflect such future issuance) are delivered at or prior 
to the authentication upon original issuance of the first Security of such series to be issued. 

Each Security shall be dated the date of its authentication 



No Secur~ty shall be ent~tled to any benefit unde~ this Indenture or be valid or obligatory for any purpose unless there appears 
on such Security a certificate of authentication substantially in the form provided lor herein executed by the Trustee by manual 
signature, and such ce~tificate upon any Security shall be conclusive evidence, and the only evidence, that such Security has been duly 
authenticated and delrvered hereunder. Notwithstanding the fo~egoing, if any Security shall have been authenticated and delivered i 

hereunder but never issued and sold by the Company, and the Company shall deliver such Security to the Trustee for cancellation as 
provided i n  Section 309, fol all purposes of this Indenture such Security shall be deemed never to have been authenticated and 
delivered hereunder and shall never be entitled to the benefits of this Indentule. 

Section 304. Temporary Securities. 

Pending the preparation of definitive Securities of any s'eries, the Company may execute, and upon Company O~der the 
Trustee shall authenticate and deliver, temporary Securities which are printed, lithographed, typewritten, mimeographed or otherwise 
produced, in any authorited denomination, substantially of the tenor of the definitive Securities in lieu of which they are issued and 
with such appropriate insertions, omissions, substitutions and other variations as the officers executing such Securities may determine, 
as evidenced by their execution of such Securities. 

If temporary Securities of any series are issued, the Company will cause definitive Securities of that series to be prepared 
without unreasonable delay. After the preparation of definitive Securities of such series, the temporary Securities of such series shall 
be exchangeable for definitive Securities of such series upon surrender of the temporary Securities of such series at the office or 
agency ofthe Company in a Place of Payment for that series, without charge to the Holder. Upon surrender for cancellation of any one 
or more temporary Securities of any series, the Company shall execute and the Trustee shall authenticate and deliver in exchange 
therefor one or more definitive Securities of the same series, of any authorized denominations and of like tenor and aggregate 
principal amount. Until so exchanged, the temporary Securities of any series shall in all respects be entitled to the same benefits under 
this Indenture as definitive Securities of such series and tenor. 

Section 305. Registration, Registration of Transfer and Exchange. 

The Company shall cause to be kept at the Corporate Trust Office of the Trustee a register (the register maintained in such 
office and in any other office or agency of the Company in a Place of Payment being herein sometimes collectively referred to as the 
"Security Register") in  which, subject to such reasonable regulations as it may prescribe, the Company shall provide for the 
registration of Securities and of transfers of Securities. The Trustee is hereby appointed "Security Registrar" for the purpose of 
registering Securities and transfers of Securities as herein provided. 

Upon surrender for registration of transfer of any Security of a series at the office or agency of the Company in a Place of 
Payment for that series, the Company shall execute, and the Trustee shall authenticate and deliver, in the name of the designated 
transferee or transferees, one or more 



new Securities of the same series, of any authorized denominations and of like tenor and aggregate principal amount. 

At the option of the Holder. Sccurities of any series may be exchanged for other Securities of the same series, of any 
authorized denolninations and of like tenor and aggregate principal amount, upon sulrender of the Sccurities to be exchanged at such 
office or agency. Whenever any Securities are so surrendered for exchangc. the Company shall cxecute, and the Trustee shall 
authenticate and deliver, the Sccurities which the Holder making the exchange is entitled to receive. 

All Securities issued upon any registration of transfer or exchange of Securities shall be the valid obligations of the 
Company, evidencing the same debt, and cntitled to the same benefits under this Indenture, as the Securities surrendered upon such 
registration of transfer or cxchange. 

Every Security presented or surrendered for registration of transfer or for exchange shall (if  so required by the Company or 
the Trustee) be duly endorsed, or be accompanied by a writtcn instrument of transler in form satisfactory to the Company and the 
Security Registrar duly executed, by the Holder thereof or his or her attorney duly authorized in writing. 

No service charge shall be made for any rcgistration of transfer or exchange of Securities, but the Company may require 
payment of a sum sufficient to covcr any tax or other governmental charge that may be imposed in connection with any registration of 
transfer or exchange of Securities, other than exchanges pursuant to Section 704,906 or 1107 not involving any transfer. 

If the Securities of any series (or of any series and specified tenor) are to be redeemed in part, the Company shall not be 
required (A) to issue, register the transfer of or exchange any Securities of that series (or of that series and specified tenor, as the case 
may be) during a period beginning at the opening of business 15 days before the day of the mailing of a notice of redemption of any 
such Securities selected for redemption under Section 1 103 and ending at the close of business on the day of such mailing, or (B) to 
register the transfer of or exchange any Security so selected for redemption in  whole or in part, except the unredcemed portion of any 
Security being redeemed in part. 

The provisions of Clauses ( I ) ,  (2), (3) and (4) below shall apply only to Global Securities: 

(1) Each Global Security authenticated under this Indenture shall be registered in the name of the Depositary designated 
for such Global Security or a nominee thereof and delivered to such Depositary or nominee thereof or custodian therefor, and 
each such Global Security shall constitute a single Security for all purposes of this Indenture. 

(2) Notwithstanding any other provision in this Indenture, no Global Security may be exchanged in whole or in part for 
Securities registered, and no transfer of a Global Security in whole or in part may be registered, in the name of any Person 
other than the Depositary for such Global Security or a nominee thereof unless (A) such Depositary (i) has notified the 
Company that it is unwilling or unable to continue as Depositary for such Global Security or (ii) has ceased to be a clcaring 
agency registered under the Exchange Act, (B) there shall have occurred and be continuing an Event of Default with respect 
to such Global 



Security or (C) there shall exist such circumstances, if any, in addition to or in lieu of the foregoing as have been specified for 
this purpose as contemplated by Section 301. 

(3) Subject to Clause (2) above, any exchange of'a Global Security for other Securities may be made in whole or in part, 
and all Securities issued in exchange for a Global Security or any portion thereof shall be registered in  such names as the 
Depositary for such Global Security shall direct. 

(4) Every Security authenticated and delivered upon registration of transfer of. or in exchange for or in  lieu of, a Global 
Security or any portion thereof, whether pursuant to this Section, Section 304, 306, 906 or 1107 or otherwise, shall be 
authenticated and delivered in  the form of, and shall be, a Global Security, unless such Security is registered in the name of a 
Person other than the Depositary for such Global Security 01 a nominee thereof. 

Section 306. Mutilated, Destroyed, Lost and Stolen Securities. 

If any mutilated Security is surrendered to the Trustee, the Company shall execute and the Trustee shall authenticate and 
deliver in exchange therefor a new Security of the same series and of like tenor and principal amount and bearing a number not 
contemporaneously outstanding. 

If there shall be delivered to the Company and the Trustee (i) evidence to their satisfaction of ttie destruction, loss or theft of 
any Security and (ii) such security or indemnity as may be required by them to save each of them and any agent of either of them 
harmless, then, in the absence of notice to the Company or the Trustee that such Security has been acquired by a bona fide purchaser, 
the Company shall execute and the Trustee shall authenticate and deliver, in lieu of any such destroyed, lost or stolen Security, a new 
Security of the same series and of like tenor and principal amount and bearing a number not contemporaneously outstanding. 

In case any such mutilated, destroyed, lost or stolen Security has become or is about to become due and payable, the 
Company in  its discretion may, instead of issuing a new Security, pay such Security. 

Upon the issuance of any new Security under this Section, the Company may require the payment of a sum sufficient to cover 
any tax or other governmental charge that may be imposed in relation thereto and any other expenses (including the fees and expenses 
of the Trustee) connected therewith. 

Every new Security of any series issued pursuant to this Section in lieu of any destroyed, lost or stolen Security shall 
constitute an original additional contractual obligation of the Company, whether or not the destroyed, lost or stolen Security shall be at 
any time enforceable by anyone, and shall be entitled to all the benefits of this Indenture equally and proportionately with any and all 
other Securities of that series duly issued hereunder. 



The provisions of this Section are exclusive and shall preclude (to the extent lawful) all other rights and remedies with 
respect to the replacement or payment of mutilated, destroyed, lost or stolen Securities. 

Section 307. Payment of Interest; Interest Rights Preserved. 

Except as otherwise provided as contemplated by Section 301 with respect to any series of Securities, interest on any Security 
which is payable, and is punctually paid or duly provided 11, on any Interest Payment Date shall be paid to the Person in whose name 
that Security (or one or more Predecessor Securities) is registered at the close of business on the Regular Record Date for such 
interest. 

Any interest on any Security of any series which is payable, but is not punctually paid or duly provided for. on any Interest 
Payment Date (hercin called "Defaulted Interest") shall forthwith ccase to be payablc to the Holder on the relevant Regular Record 
Date by virtue of having been such Holder, and such Defaulted Interest may be paid by the Company, at its election in cach case, as 
provided in Clause (1) or (2) below: 

( I )  The Company may elect to make payment of any Defaulted Interest to the Persons in whose names the Securities of 
such series (or their respective Predecessor Securities) are registered at the close of business on a Special Record Date for thc 
payment of such Defaulted Interest, which shall be fixed in the following manner. The Company shall notify the Trustee in 
writing of the amount of Defaulted Interest proposed to be paid on each Security of such series and the date of the proposed 
payment, and at the same time the Company shall deposit with the Trustee an amount of money equal to the aggregate 
amount proposed to be paid in respect of such Defaulted Interest or shall make arrangcments satisfactory to the Trustee for 
such deposit prior to the date of the proposed payment, such money whcn deposited to be held in trust for the benefit of the 
Persons entitled to such Defaulted Interest as in this Clause provided. Thereupon the Trustee shall fix a Special Record Date 
for the payment of such Defaulted Interest which shall be not more than 15 days and not 1css than 10 days prior to the date of 
the proposed payment and not less than 10 days after the receipt by the Trustee of the noticc of the proposed payment. The 
Trustee shall promptly notify the Company of such Special Record Date and, in the name and at the expense of the Company, 
shall cause notice of the proposed payment of such Defaulted Interest and the Special Record Date therefor to be given to 
each Holder of Securities of such series in the manner set forth in Section 106, not less than 10 days prior to such Special 
Rccord Date. Notice of the proposed payment of such Defaulted Interest and the Special Record Date therefor having been 
so mailed, such Defaulted Interest shall be paid to the Persons in whose names the Securities of such series (or their 
respective Predecessor Securities) are registered at the close of business on such Special Record Date and shall no longer be 
payable pursuant to the following Clause (2). 

(2) The Company may make payment of any Defaulted Interest on the Securitics of any series in any other lawful 
manner not inconsistent with the requirements of any securities exchange on which such Securities may be listed, and upon 
such notice as may be required 



by such exchange, if, after notice given by the Company to the Trustee of the proposed payment pursuant to this Clause, such 
manner of payment shall be deemed practicable by the Trustee. 

Subject to the folegoing provisions of this Section, each Security delivered under this Indenture upon registration of transfer 
of or in exchange for or in lieu of any other Security shall calry the lights to interest accrued and unpaid, and to accrue, which were 
carried by such other Security. 

Section 308. Persons Deemed Owners. 

Prior to due presentment of a Security for registration of transter, the Company, the Trustee and any agent of the Company 01 

the Trustee may treat the Pelson in whose name such Security is registered as the owner of such Security for the purpose of receiving 
payment of principal of and any premium and (subject to Section 307) any interest on such Security and for all other purposes 
whatsoever, whether or not such Security be overdue, and neither the Company, the Trustee nor any agent of the Company or the 
Trustee shall be affected by notice to the contrary. 

None of the Company, the Trustee, any Paying Agent (if not the Company) or the Security Registrar shall have any 
responsibility or liability for any aspect of the records relating to or payments made on account of beneficial ownership interests of a 
Global Security or for maintaining, supervising or reviewing any records relating to such beneficial ownership interests. 

Section 309. Cancellation. 

All Securities surrendered for payment, redemption, registration of transfer or exchange or for credit against any sinking funa 
payment shall, if surrendered to any Person other than the Trustee, be delivered to the Trustee and shall be promptly cancelled by it. 
The Company may at any time deliver to the Trustee for cancellation any Securities previously authenticated and delivered hereunder 
which the Company may have acquired in any manner whatsoever, and may deliver to the Trustee (or to any other Person for delivery 
to the Trustee) for cancellation any Securities previously authenticated hereunder which the Company has not issued and sold, and all 
Securities so delivered shall be promptly cancelled by the Trustee. No Securities shall be authenticated in lieu of or in exchange for 
any Securities cancelled as provided in this Section, except as expressly permitted by this Indenture. All cancelled Securities held by 
the Trustee shall be disposed of as directed by a Company Order; provided, however, that the Trustee shall not be required to destroy 
such cancelled Securities. 

Section 310. Computation of Interest. 

Except as otherwise specified as contemplated by Section 301 for Securities of any series, interest on the Securities of each 
series shall be computed on the basis of a 360-day year of twelve 30-day months. 



Section 3 1 1. CUSIP Numbers. 

The Company in issuing the Securities may use "CIJSIP numbers (if then gene~ally in use), and, if so, the Trustec may use 
"CUSIP" numbers in notices of redemption as a convenience to Holders; provided that any such notice may state that no 
representation is made as to the correctness of such numbers eithcl as printed on thc Securities or as contained in any notice o f a  
redemption and that reliancc may bc placed only on the other identification numbers printed on the Securities, and any such 
redemption shall not be affected by any defect in or omission of such numbers. 

ARTICL,E FOIJR 

Satisfaction and Discharge 

Section 401. Satisfaction and Discharge of Indenture. 

This Indenture shall upon Company Request cease to be of further eflect (except as to any surviving rights of registration of 
transfer or exchange of Securities herein expressly provided for), and the Trustee, at the expense of the Company, shall execute proper 
instruments acknowledging satisfaction and discharge of this Indenture, when 

(1) either 

(A) all Securities theretofore authenticated and delivered (other than (i) Securities which have been destroyed, 
lost or stolen and which have been replaced or paid as provided in Section 306 and (ii) Sccurities for whose payment 
money has theretofore been deposited in trust or segregated and held in trust by the Company and thereafter repaid to 
the Company or  discharged from such trust, as provided in Section 1003) have been delivered to the Trustee for 
cancellation: or 

(B) all such Securities not theretofore delivered to the Trustee for cancellation 

(i) have become due and payable, or 

(ii) will become due and payable at their Stated Maturity within one year, or 

(iii) are to be called for redemption within one year under arrangements satislactory to the Trustee for the 
giving of notice of redemption by the Trustee in the name, and at the expense, of the Company, 

and the Company, in the case of (i), (ii) or (iii) above, has deposited or caused to be deposited with the Trustee as trust funds 
in trust for the purpose, money in an amount sufficient to pay and discharge the entire indebtedness on such Securities not 
theretofore delivered to the Trustee for cancellation, for principal and any premium and interest to the 



date of such deposit (in the case ol Securities which have become due and payable) or to the Stated Maturity or Redemption 
Date, as the case may be; 

(2) the Company has paid or caused to be paid all other sums payable hereunder by the Company; and 

(3) the Company has delivered to the Trustee an Officers' Certificate and an Opinion 01 Counsel, cach stating that all 
conditions precedent herein provided for relating to the satisEaction and discharge of this Indenture have been complied with. 

Notwithstanding the satisfaction and discharge of this Indenture, the obligations of the Company to the Trustee under 
Section 607, the obligations of the Company to any Authenticating Agent under Section 614 and, if money shall have been deposited 
with the Trustee pursuant to subclause (B) of Clause (1) of this Section, the obligations of the 'Trustee under Section 402 and the last 
paragraph of Section 1003 shall survive. 

Section 402. Application of"T'rust Money 

Subject to the provisions of the last paragraph of Section 1003 and to Article Fourteen, if applicable, all money deposited 
with the Trustee pursuant to Section 401 shall be held in trust and applied by it, in accordance with the provisions of the Securities and 
this Indenture, to the payment, either directly or through any Paying Agent (including the Company acting as its own Paying Agent) as 
the Trustee may determine, to the Persons entitled thereto, of the principal and any premium and interest for whose payment such 
money has been deposited with the Trustee. 

ARTICLE FIVE 

Remedies 

Section 501. Events of Default. 

"Event of Default", wherever used herein with respect to Securities of any series, means any one of the following events 
(whatever the reason for such Event of Default and whether it shall be voluntary or involuntary or be effected by operation of law or 
pursuant to any judgment, decree or order of any court or any order, rule or regulation of any administrative or governmental body): 

(1) default in the payment of any interest upon any Security of that series when it becomes due and payable, and 
continuance of such defhult fbr a period of 30 days; or 

(2) default in the payment of the principal of 01. any premium on any Security of that series at its Maturity; or 

(3) default in the deposit of any sinking fund payment, when and as due by the terms of a Security of that series; or 



(4) default in the perfo~mancc, or breach, of any covenant or warranty of the Company in this Indenture (other than a 
covenant or warranty a default in whose performance or whose breach is elsewhere in this Section specifically dealt with or 
which has expressly been included in this Indenture solely for the benefit of a series of Sccu~ities other than that series), ancl 
continuance of such default or breach for a period o f 9 0  days after there has been given, by registered or certilicd mail. to the 
Company by the TI-ustee or to the Company and the Trustee by the Holders of at least 35% in principal amount of the 
Outstanding Securities of that serics a written notice specifying such default or breach and requiring it to be remedied and 
stating that such notice is a "Notice of Default" hereunder; or 

(5) the cntry by a court having jurisdiction in the premises of (A) a decree or older for reliel in respect of the Company 
in an involuntary casc or proceeding undel- any applicable Fecieral or state bankruptcy, insolvency, reorganization 01- other 
similar law or (B) a decree 01 order adjudging the Company a bankrupt or insolvent, or app~oving as properly filed a petition 
seeking reorganization, arrangement. adjust~nent or co~nposition of or in respect of the Company undcr any appl~cable 
Fedcral or statc law, or appointing a custodian, receiver, liquidator. assignee, trustee, scquest~atol or other similar official of 
the Company or of any substantial part of its property, or ordering the winding up or liquidation ol its affairs, ancl the 
continuance of any such decree or order tor relief 01 any such other decree or order unstayed and in effect for a period of 90 
consecutive days: or 

(6) the commencement by the Company of a voluntary case or proceeding under any applicable Federal or statc 
bankruptcy, insolvency, reorganization or other similar law or of any other casc or proceeding to be adjudicated a banlcrupt or 
insolvent, or the consent by it to the entry of a decree or order for relief in respect of the Company in an involuntary case or 
proceeding undcr any applicable Fedcral or state bankruptcy, insolvency, reorganization or other similar law or to the 
commencement of any bankruptcy or insolvency case 01 proceeding against it, or the filing by it of a petition or answer or 
consent seeking reorganization or relief under any applicable Federal or state law, or the consent by it to the filing of such 
petition or to the appointment of. or taking possession of the Company or of any substantial part of its property by, a 
custodian, receiver, liquidator, assignee, trustee, sequestrator or other similar official or the making by the Company of an 
assignment for the benefit of creditors, or the admission by it in writing of its inability to pay its debts generally as they . 
become due, or the taking of corporate action by the Company in furtherance of any such action; or 

(7) any other Event of Default established pursuant to Section 301 with respect to Securities of that series. 

Section 502. Acceleration of Maturity: Rescission and Annulment. 

If an Event of Default (other than an Event of Default specified in Section 501(5) or 501(6)) with respect to Securities of any 
series at the time Outstanding occurs and is continuing, then in 



every such case the Trustee or the Holders of not less than 35% in principal amount of the Outstanding Securities of that series may 
declare the principal amount of all the Securities of that series (or, if' any Securities of' that series are Original Issue Discount 
Securities, such portion of the principal amount of such Securities as may be specified by the terms thereof) to be due and payable 
immediately, by a notice in writing to the Company (and to the Trustee if given by Holders), and upon any such declaration such 1' 

principal amount (or specified amount) shall become immediately due and payable. If an Event of Default specified in Section 501(5) 
or 501(6) with respect to Securities of any series at the time Outstanding occurs, the principal amount of all the Securities of that series 
(or, if any Securities of that series are Original Issue Discount Securities, such portion of the principal amount of' such Securities as 
may be specified by the terms thereof) shall automatically, and without any declaration or other action on the part of the Trustee or 
any Holder. become immediately due and payable. 

At any time after such a declaration of acceleration with respect to Securities of any serics has been made and before a 
judgment or decree for payment of the money due has been obtained by the Trustee as hcreinafte~ in  this Article p~ovided, thc Holders 
of a majority in principal amount of the Outstanding Securities of that scrics, by written notice to the Company and the Trustce. may 
rescind and annul such declaration and its consequences if, 

(1) the Cornpany has paid or deposited with the Trustee a sum suff'icient to pay (A) all overdue interest on all Securities 
of that series, (B) ttie principal of (and premium, if any, on) any Securities of that series which have become duc otherwise 
than by such declaration of acceleration and any interest thereon at the ratc or rates prescribed therefor in such Securities, (C) 
all sums paid or advanced by the Trustee hereunder and the reasonable compensation, expenses, disburse~nents and advances 
of the Trustee, its agents and counsel; and 

(2) all Events of Default with respect to Securities of that series, othe~ than the non-payment of the principal of 
Securities of that series which have become due solely by such declaration of acceleration, have been cured or waived as 
provided in Section 513. 

No such rescission shall affect any subsequent default or impair any right consequent thereon. 

Section 503. Collection of Indebtedness and Suits for Enforcement by Trustee. 

The Company covenants that if 

(1) default is made in the payment of any interest on any Security when such interest becomes due and payable and such 
default continues for a period of30  days, or 

(2) default is made in the payment of'the principal of (or premium, if any, on) any Security at the Maturity thereof, 



the Company will, upon demand of the Trustee, pay to it, for the benefit of the Holders of such Securities, the whole amount then due 
and payable on such Secusities for principal and any premium and intcl-est and such further amount as shall be sufficient to cover the 
costs and expenses of collection. including the reasonable compensation, expenses, disbursements and advances of the Trustee, its 
agents and counsel. 

If an Event of Default with respect to Securities of any series occurs and is continuing, the Trustee may in its discletion 
proceed to protect and enforce its rights and the rights ol the Holders of Securities of such series by such appropriate judicial 
proceedings as the Trustee shall deem most effectual to protect and enforce any such rights, whether for the specific enforcement of 
any covenant or agreement in this Indenture or in aid of the exercise of any power granted herein, or to enfo~ce any other proper 
remedy. 

Section 504. Trustee May File Proofs of Claim. 

In case of any judicial proceeding relative to the Coinpany (or any other obligor upon the Securities), its property or its 
creditors, the Trustee shall be entitled and empowered, by intervention in such proceeding or otherwise, to take any and all actions 
authorized under the Trust Indenture Act in order to have claims of the Holders and the Trustee allowed in any such proceeding. In 
particular, the Trustee shall be authorized to collect and receive any moneys or other property payable or deliverable on any such 
claims and to distribute the same: and any custodian, receiver. assignee, trustee, liquidator, sequestrator or other similar official in any 
such judicial proceeding is hereby authorized by each Holder to make such payments to the Trustee and, in the event that the Trustee 
shall consent to the making of such payments directly to the Holders. to pay to the Trustee any amount due it lor the reasonable 
compensation. expenses, disbursements and advances of the Trustee, its agents and counsel, and any other amounts due the Trustee 
under Section 607. 

No provision of this Indenture shall be deemed to authorize the Trustee to authorize or consent to or accept or adopt on behalf 
of any Holder any plan of reorganization, arrangement, adjustment or composition affecting the Securities or thc rights of any Holder 
thereof or to authorize the Trustee to vote in respect of the claim of any Holder in any such proceeding; provided, however, that the 
Trustee may. on behalf of the Holders, vote for the election of a trustee in bankruptcy or similar official and be a member of a 
creditors' or other similar committee. 

Section 505. Trustee May Enforce Claims Without Possession of Securities. 

All rights of action and claims under this Indenture or the Securities may be prosecuted and enforced by the Trustee without 
the possession of any of thc Securities or the production there01 in any proceeding relating thereto, and any such proceeding instituted 
by the Trustee shall be brought in its own name as trustee of an express trust, and any recovery of judgment shall, after provision for 
the payment of the reasonable compensation, expenses, disburse~nents and advances of the Trustee, its agents and counsel, be for the 
ratable benefit of the Holders of the Securities in respect of which such judgment has been recovered. 



Section 506. Application of Money Collected. 

Any money collected by the Trustee pursuant to this Article. subject to Article Fourteen, if applicable, shall bc applied in the 
following order. at the date or dates fixed by the Trustee and, In casc of the distribution of such money on account of principal or any 
premium or interest, upon presentation of the Securities and the notation thereon of the payment if only partially paid and upon 
surrender thereof if fully paid: 

First: to the paylner~t of all amounts due the Trustee under Section 607; 

Second to the payment of the amounts then due and unpaid for. principal of and any premium and interest on the Securities 
in  respect of which or for the benefit of which such money has been collected, ratably, without preference or priority of any 
kind, according to the amounts due and payable on such Securities for principal and any premium and interest, respectively; 
and 

Third: the balance, if any, to the Company. 

Section 507. Limitation on Suits. 

No Holder of any Security of any series shall have any right to institute any proceeding, judicial or otherwise, with respect io 
this Indenture, or for the appointment of a receiver or trustee, or for any other remedy hereunder, unless 

(1) such Holder has previously given written notice to the Trustee of a continuing Event of Default with respect to the 
Securities of that series; 

(2) the Holders of not less than 35% in principal amount of the Outstanding Securities of that series shall have made 
written request to the Trustee to institute proceedings in respect of' such Event of'Default in its own name as Trustee 
hereunder; 

(3) such Holder or Holders have offered to the Trustee indemnity reasonably satisfactory to the Trustee against the 
costs, expenses and liabilities to be incurred in compliance with such request; 

(4) the Trustee for 60 days after its receipt of such notice, request and offer of indemnity has failed to institute any such 
proceeding; and 

(5) no direction inconsistent with such written request has been given to the Trustee during such 60-day period by the 
Holders of a majority in principal amount of the Outstanding Securities of that series; it being understood and intended that 
no one or more of such Holders shall have any right in any manner whatever by virtue of, or by availing of, any provision of 
this Indenture to affect, disturb or prejudice the rights of any other of such Holders, or to obtain or to seek to obtain priority 
or preference over any other of such 



Holders or to enforce any right under this Indenture, except in the manner herein provided and for the equal and ratable 
benefit of all of such Holders. 

Section 508. IJnconditional Right of Holders to Receive Principal, Premium and Interest. 

Notwithstanding any other provision in this Indenture, the Holder of any Security shall have the right, which is absolute and 
unconditional, to receive payment of the principal of and any premium and (subject to Section 307) interest on such Security on the 
~espective Stated Maturities expressed in such Security (or, in the case of redemption. on the Redemption Date) and to institute suit for 
the enforcement of any such payment, and such rights shall not be impaircd without the consent of such Holder. 

Section 509. Restoration of Rights and Remedies. 

IS the Trustee or any Holder has instituted any proceeding to enforce any right or remedy under this Indenture and such 
proceeding has been discontinued or abandoned for any reason, or has been determined adversely to the Trustee or to such Holder, 
then and in every such case, subject to any determination in such proceeding, the Company, the Trustee and the Holders shall be 
restored severally and respectively to their former positions hereunder and thereafter all rights and remedies of the Trustee and the 
Holders shall continue as though no such proceeding had been instituted. 

Section 5 10. Rights and Remedies Cumulative. 

Except as otherwise provided with respect to the replacement or payment of mutilated, destroyed, lost or stolen Securities in 
the last paragraph of Section 306, no right or remedy herein conferred upon or reserved to the Trustee or to the Holders is intended to 
be exclusive of any other right or remedy, and every right and remedy shall, to the extent permitted by law, be cumulative and in 
addition to every other right and remedy given hereunder or now or hereafter existing at law or in equity or otherwise. The assertion or 
employment of any right or remedy hereunder, or otherwise, shall not PI-event the concurrent assertion or employment of any other 
appropriate right or remedy. 

Section 5 1 1. Delay or Omission Not Waiver. 

No delay or omission of the Trustee or o lany Holdcr of any Securities to exercise any right or remedy accruing upon any 
Event of Default shall impair any such right or remedy or constitute a waiver of any such Event of Default or an acquiescence therein. 
Every right and remedy given by this Article or by law to the Trustee or to the Holders may be exercised from time to time, and as 
often as may be deemed expedient, by the Trustee or by the Holders, as the case may be. 



I 
Section 512. Cont~ol by Holders. I 

The Holders of a majority in principal amount of the Outstanding Securities of any series shall have the right to direct the 
time, method and place of conducting any proceeding for any remedy available to the Trustee, or exercising any trust or power 
conferred on the Trustee, with respect to the Securities of such series, provided that 

(1) such direction shall not be in  conflict with any rule of law or with this Indenture, and 1 

(2) the Trustee may take any other action deemed proper by the 'Trustee which is not inconsistent with such direction. 1 

Section 513. Waiver of Past Defaults. 1 

The Holders of not less than a ma.jority in principal amount of the Outstanding Securities of any series may on behalf of the 
Holders of all the Securities of such series waivc any past default hereunder with respect to such series and its consequences, except a 
default 

(1) in the payment of the principal of or any premium or interest on any Security of such series, or 
I 

(2) in respect of a covenant or provision hereof which under Article Nine cannot be modified or amended without the 
consent of the Holder of each Outstanding Security of such series affected. 

Upon any such waiver, such default shall cease to exist, and any Event of Default arising therefrom shall be deemed to have 
been cured, for every purpose of this Indenture; but no such waiver shall extend to any subsequent or other default or impair any right 
consequent thereon. 

Section 5 14. Undertaking for Costs. 

In any suit for the enforcement of any right or remedy under this Indenture, or in any suit against the Trustee for any action 
taken, suffered or omitted by it as Trustee, a court may requi~e any party litigant in such suit to file an undertaking to pay the costs of 
such suit, and may assess costs against any such party litigant, in the manner and to the extent provided in the 'Trust Indenture Act; 
provided that this Section shall not apply to any suit instituted by the Trustee or to any suit instituted by any Holder, or group of 
Holders, holding in the aggregate more than 10% in principal amount of Outstanding Securities (of any series), or to any suit instituted 
by a Holder for the enforcement of the payment of the principal of or any premium or interest on any Security on or after the Stated 
Maturity thereof (01, in the case of redemption, on or after the Redemption Date). 

I 

Section 5 15. Waiver of Usury, Stay or Extension Laws. 

The Company covenants (to the extent that it may lawfully do so) that it will not at any time insist upon, or plead, or in any 
manner whatsoever claim or take the benefit or advantage of, any 





usuiy, stay or extension law wherever enacted, now or at any tlme hereafter in force, which may affect the covenants or the 
perro~inance of this Indenture; and the Company (to the extent that i t  may lawfully do so) hereby expressly waives all benefit or 
advantage of any such law and covenants that i t  will not hinder, delay or impede the execution of any powcr herein granted to the 
Trustee, but will sufler and permit the execution of every such power as though no such law had been enacted. 

ARTICLE SIX 

The Trustee 

Section 601. Certain Duties and Responsibilities. 

The duties and responsibilities of the Trustee shall be as provided by the Trust Indenture Act. Notwithstanding the foregoing, 
no provision of this Indenture shall require the Trustee to expend or risk its own funds or otherwise incur any financial liability in the 
performance of any of its duties hereunder, or in the exercise of any of its rights or powers, if it shall have reasonable grounds for 
believing that repayment of such funds or adequate indemnity against such risk or liability is not reasonably assured to it. Whether or 
not therein expressly so provided, every provision of this Indenture relating to the conduct or affecting the liability of or affording 
protection to the Trustee shall be subject to the provisions of this Section. 

Section 602. Notice of Defaults. 

If a default occurs hereunder with respect to Securities of any series, the 'I'rustee shall give the Holders of Securities of such 
series notice of such default as and to the extent provided by the Trust Indenture Act, unless such default shall have been cured 01. 

waived; provided, however, that in the case of any default of the character specified in Section 501(4) with respect to Securities of 
such series, no such notice to Holders shall be given until at least 30 days after the occurrence thereof. For the purpose of this Section, 
the term "default" means any event whicti is, or after notice or lapse of time or both would become, an Event of Default with respect 
to Securities of such series. 

Section 603. Certain Rights of Trustee. 

Subject to the provisions of Section 601: 

(1) the Trustee may rely and shall be protected in acting or refraining from acting upon any resolution, certificate, 
statement, instrument. opinion, report, notice, request, direction, consent, order, bond, debenture, note, other evidence of 
indebtedness or other paper or document believed by it to be genuine and to have been signed or presented by the proper 
party or parties; 



(2) any request or direction of the Company mentioned herein shall be sufficiently evidenced by a Company Request or 
Company Order, and any resolution of the Board of Directors shall be sufficiently evidenced by a Boasd Resolution; 

(3) whenevcr in  the administration of this Indenture the Trustee shall deem i t  desirable that a matter be proved or 
established prior to taking, suffering or omitting any action hereunder, the Trustee (unless other evidence be herein 
specifically prescribed) may, in the absence of bad faith on its part, rely upon an Officers' Celtificate, 

(4) the Trustee may consult with counsel of its selection and the advice of such counsel or any Opinion of Counsel shall 
be full and complete authorization and protection in Iespect of any action taken, suffered or omitted by it hereunder in good 
faith and in reliance thereon; 

( 5 )  the Trustee shall be under no obligation to exercise any of the rights or powers vested in i t  by this Indenture at the 
request or direction of any of the Holders pursuant to this Indenture, unless such Holders shall have offered to the Trustee 
security or indemnity reasonably satisfactory to the Trustee against the costs, expenses and liabilities which might be incurred 
by it in compliance with such request or direction; 

(6) the Trustee shall not be bound to make any investigation into the facts or matters stated in any resolution, certificate, 
statement, instrument, opinion. report, notice, request, direction, consent, order, bond, debenture, note. other evidence of 
indebtedness or other paper or document, but the Trustee, in its discretion, may make such furthel inquiry or investigation 
into such facts or matters as it may see fit. 

(7) the Trustee may execute any of the trusts or powers hereunder or perform any duties hereunder either directly or by 
or through agents or attorneys and the Trustee shall not be responsible for any misconduct or negligence on the part of any 
agent or attorney appointed with due care by it hereunder. 

Section 604. Not Responsible for Recitals or Issuance of Securities. 

The recitals contained herein and in the Securities, except the Trustee's certificates of authentication, shall be taken as the 
statements of the Company, and neither the Trustee nor any Authenticating Agent assumes any responsibility for their correctness. 
The Trustee makes no representations as to the validity or sufficiency of this Indenture or of the Securities. Neither the Trustee nor 
any Authenticating Agent shall be accountable for the use or application by the Company of Securities or the proceeds thereof. 

Section 605. May Hold Securities. 

The Trustee, any Authenticating Agent, any Paying Agent, any Security Registrar or any other agent of the Company, in  its 
individual or any other capacity, may become the owner or 



pledgee of Securities and, subject to Sections 608 and 613. may otherwise deal with the Company with the same rights i t  would have 
if i t  were not Trustee, Authenticating Agent, Paying Agent, Security Registrar or such other agent. 

Section 606. Money Held in 'Trust. 

Moncy held by the Trustee in trust hereunder need not be segregated from other funds except to the extent lequircd by law. 
The Trustee shall be under no liability for interest on any money received by it hereunder except as otherwise agleed in writing with 
the Company. 

Section 607. Compensation and Reimbursement. 

The Company agrees 

(1) to pay to the Trustee from time to time such compensation as shall be agreed to in writing between the Company and 
the Trustee for all services rendered by it hereunder (which compensation shall not be limited by any provision of law in 
regard to the compensation of a trustee of an express trust); 

(2) except as otherwise expressly provided herein, to reimburse the Trustee upon its request for all reasonable, 
out-of-pocket expenses, disbursements and advances incurred or made by the Trustee in accordance with any provision of 
this Indenture (including the reasonable compensation and the expenses and disbursements of its agents and counsel)(with 
reasonable documentation of any fees and expenses for which reimbursement is sought, including copies of ir~voices from 
third parties, and in the case of charges for counsel, a breakdown of the hourly tirne and short summary of services rendered 
by date and service provider, a summary of the ct~arges, hourly rate and total hours provided by each service provider), 
except any such expense, disbursement or advance as may be attributable to its negligence or bad faith; and 

(3) to indemnify the Trustee for, and to hold it harmless against, any loss, liability or expense incurred without 
negligence or bad faith on its part, arising out of or in connection with the acceptance or administration ofthe trust or trusts 
hereunder, including the reasonable costs and expenses of defending itself' against any claini or liability in connection with 
the exercise or performance of any of its powers or duties hereunder. 

The Trustee shall have a lien prior to the Securities as to all property and funds held by it hereunder fbr any amount owing it 
or any predecessor Trustee pursuant to this Section 607, except with respect to funds held in trust for the benefit of the Holders of 
particular Securities. 

When the Trustee incurs expenses or renders services in conr~ection with an Event of Default specified in Section 501(5) or 
Section 501(6), the expenses (including the reasonable charges and expenses of its counsel) and the compensation for the services are 
intended to constitute expenses of administration under any applicable Federal or State bankruptcy, insolvency or other similar law. 



The provisions of this Section shall survive the termination of this Indenture. 

Section 608. Conflicting Interests 

11 the Trustee has or shall acquire a conflicting interest within the meaning of the Trust Indenture Act, the Trustec shall eithel 
eliminate such inte~est or resign, to the extent and in the manner provided by, and subject to the provisions of. the Trust Indenturc Act 
and this Indenture. To the extent permitted by such Act. the Trustee shall not be deemed to have a conflicting interest by virtue of 
being a trustee under this Indenture with respect to Securities of more than one series. 

Section 609. Corporate Trustee Required; Eligibility. 

There shall at all times be one (and only one) Trustee hereunder with respect to the Securities of each series, which may be 
Trustee hereunder for Securities of one or more other sclics. Each Trustee shall be a Person that is eligible pursuant to the Trust 
Indenture Act to act as such and has a combined capital and surplus of a1 least $50,000,000. If any such Person publishes reports of 
condition at least annually, pursuant to law or to the requirements of its supelvising or examining authority, then for the purposes of 
this Section and to the extent permitted by the Trust Indenture Act, the combined capital and surplus of such Person shall be deemed 
to be its combined capital and surplus as set forth in its most recent report ot condition so published. If at any time the Trustee with 
respect to the Securities of any series shall cease to be eligible in accordance with the provisions of this Section. it shall resign 
immediately in the manner and with the effect hereinafter specified in this Article. 

Section 610. Resignation and Removal; Appointment of Successor. 

No resignation or removal of the Tiustee and no appointment 01 a successor Trustee pursuant to this Article shall become 
effective until the acceptance of appointment by the successor Trustee in accordance with the applicable requirements of Section 61 1. 

The Trustee may resign at any time with respect to the Securities of one or more series by giving written notice thereof to the 
Company. If the instrument of acceptance by a successor Trustee required by Section 61 1 shall not have been delivered to the Trustee 
within 30 days after the giving of such notice ol resignation, the resigning Trustee may petition any court of competent jurisdiction for 
the appointment of a successor Trustee with respect to the Securities of such series. 

The Trustee may be removed at any time with respect to the Securities ol any series by Act of thc Holders of a majority in 
principal amount of the Outstanding Securities of such series, delivered to the Trustee and to the Company. 

If at any time: 



( 1 )  the Trustee shall fail to comply with Section 608 after written request thelefo~ by the Company or by any Holder 
who has been a bona ride Holder of a Security for at least six months, or 

(2) the Trustee shall cease to be eligible under Section 609 and shall fail to resign afier written request therefor by the 
Company 01. by any such Holder, or 

(3) the Trustee shall become incapable of acting 01 shall be adjudged a banluupt or insolvent or a receiver of the TI ustee 
or of its property shall be appointed or any public officer shall take chaige or control of the Trustee or of its property or 
affails for the purpose of rehabilitation, conservation or liquidation, 

then. i n  any such case. (A).the Company by a Board Resolution may remove the Trustee with respect to all Securities, or (B) subject 
to Section 514, any Holder who has been a bona fide Holder of a Security for at least six months may. on behalf of himself and all 
others similarly situated, petition any court of conlpetent jurisdiction for the removal of the Trustee with respect to all Securities and 
the appointment of a successor Trustee or Trustees. 

If the Trustee shall resign, be removed or become incapable of'acting, or if a vacancy shall occur in the office of Trustee for 
any cause, with respect to the Securities of one or more series, the Company, by a Board Resolution, shall promptly appoint a 
successor Trustee or Trustees with respect to the Securities ofthat or those series (it being understood that any such successor Trustee 
may be appointed with respect to the Securities of one or more or all of such series and that at any time there shall be only one Trustee 
with respect to the Securities of any particular series) and shall comply with the applicable requirements of Section 61 1.  If, within one 
year after such resignation, removal or incapability, or the occurrence of such vacancy, a successor Trustee with respect to the 
Securities of any series shall be appointed by Act of the Holders of a majority in principal amount of the Outstanding Securities of 
such series delivered to the Company and the retiring Trustee, the successor Trustee so appointed shall. forthwith upon its acceptance 
of such appointment in accordance with the applicable requirements of Section 61 1, become the successor Trustee with respect to the 
Securities of such series and to that extent supersede the successor Trustee appointed by the Company. If no successor Trustee with 
respect to the Securities of any series shall have been so appointed by the Company or the Holders and accepted appointment in the 
manner required by Section 61 1, any Holder who has been a bona fide Holder of a Security of such series for at least six months may, 
on behalf of himself and all others similarly situated, petition any court of competent jurisdiction for the appointment of a successor 
Trustee with respect to the Securities of such series. 

The Company shall give notice of each resignation and each removal of the Trustee with respect to the Securities of any 
series and each appointment of a successor Trustee with respect to the Securities of any series to all Holders of Securities oi'such 
series in the manner provided in Section 106. Each notice shall include the name of the successor Trustee with respect to the Securities 
of such series and the address of its Corporate Trust Office. 



Section 61 1. Acceptance of Appointment by Successor. 

In case ol the appointment hereunder of a successor Trustee with respect to all Securities, every such successor Trustee so 
appointed shall execute, aclcnowledge and deliver to the Company and to the retiring Trustee an instrument accepting such 
appointmcnt, and thereupon the resignation or removal of the retiring Trustee shall bccome effective and such successor Trustee, 
without any further act, deed or conveyance, shall become vested with all the rights. powers. trusts and duties of the retiring Trustee; 
but, on the request of the Company or the successor Trustee, such retiring Trustee shall, upon payment of its charges, execute and 
deliver an instrument transrerring to such successor Trustee all the rights, powers and trusts of the rctiring Trustee and shall duly 
assign, transfer and dclivel to such successor Trustee all property and money held by such retiring TI ustce hereunder. 

In case of the appointment hercunder of a successor Trustee with respect to the Securities of one or more (but not all) series, 
the Company, the retiring Trustee and each successor Trustee with respect to the Securities of one or more series shall execute and 
deliver an indenture supplemental hereto wherein each successor Trustee shall accept such appointment and which (1) shall contain 
such provisions as shall be necessary or desirable to transfer and confirm to, and to vest in, each successor Trustee all the rights, 
powers, trusts and duties of the retiring Trustee with respect to the Securities of that or those series to which the appointment of such 
successor Trustee relates, (2) if the retiring Trustee is not retiring with respect to all Securities, shall contain such provisions as shall 
be deemed necessary or desirable to confirm that all the rights, powers, trusts and duties of the retiring Trustee with respect to the 
Securities ol that or those series as to which the retiring Trustee is not retiring shall continue to be vested in the rctiring Trustee, and 
(3) shall add to or change any of the provisions of this Indenture as shall be necessary to provide for or facilitate the administration of 
the trusts hercunder by more than one Trustee, it being understood that nothing herein or in such supplemental indenture shall 
constitute such Trustees co-trustees of the same trust and that each such Trustee shall be trustee of a trust or trusts hereunder separate 
and apart from any trust or trusts hereunder administered by any other such Trustee; and upon the execution and delivery of such 
supplemental indenture the resignation or removal of the retiring Trustee shall bccome effective to the extent provided therein and 
each such successor Trustee, without any further act, deed or conveyance, shall become vested with all the rights, powers, trusts and 
duties of the retiring Trustee with respect to the Securities of that or those series to which the appointment of such successor Trustee 
relates; but, on request of the Company or any successor Trustee, such retiring Trustee shall duly assign, transfer and deliver to such 
successor Trustee all property and money held by such retiring Trustee hereunder with respect to the Securities of that or those series 
10 which the appointment of such successor Trustee relates. 

Upon request of any such successor Trustee, the Company shall execute any and all instruments for more fully and certainly 
vesting in and confirming to such successor Trustee all such rights, powers and trusts referred to in the first or second preceding 
paragraph. as the case may be. 

No successor Trustee shall accept its appointment unless at the time of such acceptance such successor Trustee shall be 
qualified and eligible under this Article. 



Section 612.  merge^, Conve~sion. Consolidation or Succession to Business. 

I 

Any corporation into which the Trustee may be merged or converted or with which it may be consolidated, or any 
corporation resulting from any merger, conversion or consolidation to which the Trustee shall be a party, or any corporation 
succeeding to all or substantially all the corporate trust business of the Trustee, shall be the successor of the Trustee hereunder, 
provided such corporation shall be otherwise qualified and eligible under this Article, without the execution or filing of any paper or 
any further act on the part of any of the parties hereto. In case any Securities shall have been authenticated, but not delivered, by the 
Trustee then in office, any successor by merger, conversion or consolidation to such authenticating Trustee niay adopt such 
authentication and deliver the Securities so authenticated with the same effect as if such successor Trustee had itself authenticated 
such Securities. 

Section 613. Preferential Collection of Claims Against Company. 

If and when the 'Trustee shall be or become a creditor of the Company (or any other obligor upon the Securities), the Trustee 
shall be subject to the provisions of the Trust Indenture Act regarding the collection of claims against the Company (or any such other 
obligor). For purposes of Section 31 1(b) (4) and (6) of the Trust Indenture Act, the following terms shall mean: 

(a) "cash transaction" means any transaction in which full payment for goods or securities sold is made within seven 
days after delivery of the goods or securities in currency or in checks or other orders drawn upon banks or bankers and 
payable upon demand; and 

(b) "self-liquidating paper" means any draft, bill of exchange, acceptance or obligation which is made, drawn, 
negotiated or incurred by the Company for the purpose of financing the purchase, processing, manufacturing, shipment, 
storage or sale of goods. wares or merchandise and which is secured by documents evidencing title to, possession of, or a lien 
upon, the goods, wares or merchandise or the receivables or proceeds arising from the sale of the goods, wares or 
merchandise previously constituting the security, provided the security is received by the Trustee simultaneously with the 
creation of the creditor relationship with the Company arising from the making, drawing, negotiating or incurring of the draft, 
bill of exchange, acceptance or obligation. 

Section 614. Appointment of Authenticating Agent. 

From time to time the Trustee may appoint one or more Authenticating Agents with respect to one or more series of 
Securities, which may include the Company or any of its Affiliates, with power to act on behalf of the Trustee to authenticate 
Securities of such series issued upon original issue and upon exchange, registration of transfer or partial redemption thereof or 
pursuant to Section 306, and Securities so authenticated shall be entitled to the benefits of this Indenture and shall be valid and 
obligatory for all purposes as if authenticated by the Trustee hereunder. Wherever reference is made in this Indenture to the 
authentication and delivery of Securities by the Trustee or the Trustee's certificate of authentication, such reference shall be deemed to 
include authentication 



and delivery on behalf of the Trustee by an Authenticating Agent and a certificate of authentication executed on behalf of the Trustee 
by an Authenticating Agent. Each Authenticating Agent shall be acceptable to the Company and shall at all times be a corporation 
'organized and doing business under the laws of the United States of America, any State thereof or the District of Columbia, authorized 
under such laws to act as Authenticating Agent. having a combined capital and surplus of not less than $50,000,000 and subject to 
supervision or examination by Federal or State authority. If such Authenticating Agent publishes reports of condition at least annually, 
pursuant to law or to the requirements of said supervising or examining authority, then for the purposes of this Section, the combined 
capital and surplus of such Authenticating Agent shall be deemed to be its combined capital and surplus as set forth in its most recent 
report of condition so published. If at any time an Authenticating Agent shall cease to be eligible in accordance with the provisions of 
this Section, such Authenticating Agent shall ~csign immediately in the manner and with the effect specified in this Section. 

Any corporation into which an Authenticating Agent may be merged or converted or with which it may be consolidated, 01 

any corporation resulting from any merger, conversion 01 consolidation to which such Authenticating Agent shall be a party, or any 
corporation succeeding to the corporate agency or corporate trust business of an Authenticating Agent. shall continue to be an 
Authenticating Agent, provided such corporation shall be otherwise eligible under this Section, without the executiori or filing of any 
paper or any further act on the part of the Trustee or the Authenticating Agent. 

An Authenticating Agent may resign at any time by giving written notice thereof to the Trustee and to the Company. The 
Trustee may at any time termiriate the agency of an Authenticating Agent by giving written notice thereof to such Authenticating 
Agent and to the Company. Upon receiving such a notice of resignation or upon such a termination, or in case at any time such 
Authenticating Agent shall cease to be eligible in accordance with the provisions of this Section, the Trustee may appoint a successor 
Authenticating Agent which shall be acceptable to the Company. Any successor Authenticating Agent upon acceptance of its 
appointment hereunder shall become vested with all the rights, powers and duties of its predecessor hereunder, with like effect as if 
originally named as an Authenticating Agent. No successor Authenticating Agent shall be appointed unless eligible under the 
provisions of this Section. 

The Company agrees to pay to each Authenticating Agent from time to time reasonable compensation for its services under 
this Section. 

If an appointment with respect to one or more series is made pursuant to this Section, the Securities of such series may have 
endorsed thereon, in addition to the Trustee's certificate 01 authentication, an alternative certificate of authentication in the following 
form: 

This is one of the Securities of the series designated therein referred to in the within-mentioned Indenture. 



DEUTSCHE BANK TRUST COMPANY 
AMERICAS 
As Trustee 

BY 
As Authenticating Agent 

BY 
Authorized Officer 

Section 615. Indemnification. 

The Company agrees to indemnify the Trustee for, and hold it harmless against, any loss, liability or expense incurred by it, 
arising out of or in connection with the acceptance or administration of this Indenture or the trusts hereunder or the performance of its 
duties hereunder or under any related document, including the reasonable costs and expenses of defending itself against or 
investigating any claim or liability with respect to the Securities, except to the extent that any such loss, liability or expense was due to 
its own negligence or bad faith. The Company need not pay for any settlement made without its consent. The obligations of the 
Company to the Trustee under this Section shall survive the satisfaction and discharge ofthis Indenture and payment in full andlor 
retirement of the Securities. 

ARTICLE SEVEN 

Holders' Lists and Reports by Trustee and Company 

Section 701. Company to Furnish Trustee Names and Addresses of' Holders. 

The Company will furnish or cause to be furnished to the Trustee: 

(1) on each Regular Record Date, a list, in such form as the Trustee may reasonably require, of the names and addresses 
of the Holders of Securities of each series as of such Regular Record Date, and 

(2) at such other times as the Trustee may request in writing, within 30 days after the receipt by the Company of any 
such request, a list of similar form and content as of a date not more than 15 days prior to the time such list is furnished; 

provided, however, that if and so long as the Trustee shall be the Security Registrar, no such list need be furnished 



Section 702. Preservation of Information; Communications to Holders. 

The Trustee shall preserve, in as current a form as is reasonably practicable, the names and addresses of Holders contained in 
the most recent list as provided in Section 701 and thc names and addresses of Holders ~eceived by the Trustee in its capacity as 
Security Registrar. The Trustee may destroy any list furnishcd to i t  as provided in Section 701 upon receipt of a new list so furnished. 

The rights of Holders to co~n~nunicatc with othe~ Holders with respect to their rights under this Indenture or under the 
Securities, and the corresponding rights and privileges of the Trustee, shall be as provided by the Trust Inclentu~e Act. 

Every Holder of Securities, by receiving and holding the same, agrees with the Company and the Trustee that neither the 
Company nor the Trustee nor any agent of either of them shall be held accountable by reason of any disclosure of information as to 
names and addresses of Holders made pursuant to the Trust Indenture Act. 

Section 703. Reports by Trustee. 

The T~ustce shall transmit to Holders such reports concerning the Trustee and its actions under this Indenture as may be 
required pursuant to the Trust Indenture Act at the times and in the manner provided pmsuant thereto. If required by Section 31 3(a) of 
the Trust Indenture Act, the Trustee shall, within sixty days after each May 15 following the date of this Indenture deliver to Holders a 
brief report, dated as of such May 15, which complies with the piovisions of such Section 313(a). 

A copy of each such report shall, at the time of such transmission to Holders, be filed by the Trustee with each stock 
exchange upon which any Securities are listed, with the Commission and with the Company. 

Section 704. Reports by Company. 

The Company shall file with the Trustee and the Commission, and transmit to Holders, such information, documents and 
other reports, and such summaries thereof', as may be required pursuant to the Trust Indenture Act at the times and in the manner 
provided pursuant to such Act; providcd that any such information, documents or reports required to be filed with the Commission 
pursuant to Section 13 or 15(d) of the Exchange Act shall be filed with the Trustce within 15 days after the same is so required to be 
filed with the Commission and providcd further that all information, documents or reports filed with the Commission on behalf of the 
Company shall be deemed to have been delivered to the Trustee on the date on which such items are posted on the Commission's 
website on the Internet at www.sec.gov. 



ARTICLE EIGHT 

Consolidation, Merger and Sale 

Section 801. Consolidations and Mergers Permitted. 

Nothing contained in this Indenture or in any of the Securities shall prevent any consolidation or merger of the Company with 
or into any other corporation or corporations (whether or not affiliated with the Company), or successive consolidations or mergers i n  
which the Company or its successor or successors shall be a party or parties, or shall prevent any sale, conveyance, transfer or other 
disposition of the property of the Company or its successor or successors as an entirety, or substantially as an entirety, to any other 
corporation (whether or not affiliated with the Company or its successor or successors) authorized to acquire and operate the same; 
provided, however, the Company hereby covenants and agrees that, upon any such consolidation, merger, sale, conveyance, transfer or 
other disposition, the due and purictual payment of the principal of (premium, if any) and interest on all of the Securities of all series in 
accordance with the terms of each series, according to their tenor, and the due and punctual performance and observance of all the 
covenants and conditions of this Indenture with respect to each series or established with respect to such series to be kept or performed 
by the Company, shall be expressly assumed, by suppleniental indenture (which shall conform to the provisions of the Trust Indenture 
Act as then in effect) satisfactory in form to the 'Trustee executed and delivered to the Trustee by the entity formed by such 
consolidation, or into which the Company shall have been merged, or by the entity which shall have acquired such property. 

Section 802. Rights and Duties of' Successor Company. 

In case of any such consolidation, merger, sale, conveyance, transfer or other disposition and upon the assumption by the 
successor corporation, by supplemental indenture, executed and delivered to the 'Trustee and satisfactory in form to the 'Trustee, of the 
due and punctual payment of the principal of, premium, if any, and interest on all of the Securities of all series outstanding and the due 
and punctual performance of all of the covenants and conditions of this Indenture or established with respect to each series of the 
Securities to be performed by the Company with respect to each series, such successor corporation shall succeed to and be substituted 
for the Company, with the same effect as if it had been named herein as the party of the first part, and thereupon the predecessor 
corporation shall be relieved of all obligations and covenants under this Indenture and the Securities. Such successor corporation 
thereupon may cause to be signed, and may issue either in its own name or in the name of the Company or any other predecessor 
obligor on the Securities, any or all of'the Securities issuable hereunder which theretofore shall not have been signed by the Company 
and delivered to the Trustee; and, upon the order of such successor company, instead of the Company, and subject to all the terms, 
conditions andlimitations in this Indenture prescribed, the Trustee shall authenticate and shall deliver any Securities which previously 
shall have been signed and delivered by the officers of the predecessor Company to the Trustee for authentication, and any Securities 
which such successor corporation thereafter shall cause to be signed and delivered to the Trustee for that purpose. All the Securities 
so issued shall in all respects have the same legal rank and benefit under this Indenture as the Securities theretofore or 



thercaftcr issued in accordance with the terms of this Indenture as though all of such Securities had been issued at the date of the 
execution hcreof . 

Nothing contained in this Indcnture or in any of the Securities shall prevent the Company from merging into itself or 
acquiring by purchase or otherwise all or any part ol the property ol any other corporation (whether or not affiliated with the 
Company). 

Section 803. Opinion of Counsel 

The Trustee may reccive an Opinion of Counsel as conclusive evidence that any such consolidation, merger, sale, conveyance, transfer 
or other disposition, and any such assumption, comply wit11 the provisions of this Article. 

ARTICLE NINE 

Supplemental Indentures 

Section 901. Supplemental Indentures Without Consent of Holders. 

Without the consent of any Holders. the Company, when authorized by a Board Resolution, and the Trustee, at any time and 
from time to time, may enter into one or more indentures supplemental hereto, in form satisfactory to the Trustec, for any of the 
following purposes: 

(1) to evidencc the succession of another Person to the Company and the assumption by any such successor of the 
covenants of the Company herein and in the Securities pursuant to Article Eight or Section 117; or 

(2) to add to the covenants of the Company for the benefit of the Holders of all or any series of Securities (and if such 
covenants are to be for the benefit of less than all series of Securities. stating that such covenants are expressly being included 
solely for the benefit of such series) or to surrender any right or power herein conferred upon the Company; provided, 
however, that in respect of any such additional covenant, such supplemental indenture may provide for a particular period of 
grace after default (which period may be shorter or longer than that allowed in the case of other defaults) or may provide for 
an immediate enforcement upon such default or may limit the remedies available to the Trustee upon such default or may 
limit the right of the Holders of a majority in aggregate principal amount of the Securities of such series to waivc such 
default; or 

(3) to add any additional Events of Default for the benefit of the Holders of all or any series of Securities (and if such 
additional Events of Default are to be for the benefit of less than all series of Securities, stating that such additional Events of 
Default are expressly being included solely for the benefit of such series); or 

(4) to add to or change any of the provisions of this Indenture to such extent as shall be necessary to permit or facilitate 
the isstlance of Securities in  bearer form, registrable or not 



registrable as to principal, and with or without interest coupons, or to permit or facilitate the issuance of Securities in 
uncertificated form; or 

(5) to add to, change or eliminate any of the plovisions of this Indenture in respect of one 01 more series of Securities, 
provided that any such addition, change or elimination (A) shall neither (i) apply to any Security of any se~ies created prio~ to 
the execution of such supplemental indenture and entitled to the benefit of such provision nor (ii) modify the rights of the 
Holder of any such Security with respect to such provision or (B) shall become effective only when there is no such Security 
Outstanding; or 

(6) to secure the Securities; or 

(7) to establish the form or terms of Securities of any series as permitted by Sections 201 and 301; or 

(8) to evidence and provide for the acceptance of appointment hereunder by a successor Trustee with respect to the 
Securities of one or more series and to add to or change any of the provisions of this Indenture as shall be necessary to 
provide for or facilitate the administration of the trusts hereunder by one or more successor Trustees, pursuant to the 
requirements of Section 61 1; or 

(9) to cure any ambiguity, to correct or supplement any provision herein which may be defective or inconsistent with 
any other provision herein, or to make any other provisions with respect to matters or questions arising under this Indenture, 
provided that such action pursuant to this Clause (9) shall not adversely affect the interests of the Holders of Securities of any 
series in any material respect. 

The 'Trustee is hereby authorized to join with the Company in the execution of any such supplemental indenture, and to make 
any further appropriate agreements and stipulations which may be therein contained. 

Any supplemental indenture authorized by the provisions of this Section may be executed by the Company and the Trustee 
without the consent of the holders of any of the Securities at the time outstanding, notwithstanding any ofthe provisions of 
Section 902. 

Section 902. Supplemental Indentures With Consent of' Holders. 

With the consent of the Holders of not less than a majority in principal amount of the Outstanding Securities of each series 
affected by such supplemental indenture, by Act of said Holders delivered to the Company and the Trustee, the Company, when 
authorized by a Board Resolution, and the Trustee may enter into an indenture or indentures supplemental hereto for the purpose of 
adding any provisions to or changing in any manner or eliminating any of the provisions of this Indenture or of modifying in any 
manner the rights of the Holders of Securities of such series under this Indenture; provided, however, that no such supplemental 
indenture shall, without the consent of the Holder of each Outstanding Security affected thereby, 



( I )  change the Stated Maturity of the principal of, or any installment of principal of or interest on, any Security, or 
reduce the principal amount thereof or the late of interest thereon or any premium payable upon the redemption thereof, or 
 educe the amount of the principal of an Original Issue Discount Security or any other Sccurity which would be due and 
payable upon a declaration of acceleration of the Maturity thereof pursuant to Section 502. or change any Place oi Payment 
where, or the coin or currency in which, any Security or any premium or interest thereon is payable, affect the applicability of 
Article Fourtee11 to any Sccurity, or impair the right to institute suit for the enforcement of any such payment on or after the 
Stated Maturity thereof (or, in the case of redemption, on or after the Redemption Date), or 

(2) reduce the percentage in principal amount of the Outstanding Securities ol any series. the consent of whose Holders 
is required for any such supplemental indenture, or the consent of whose Holders is required for any waiver (of compliance 
with certain provisions of this Indenture or certain defaults hereunder and their consequences) providcd lor in this Indenture, 
or 

(3) modify any of the provisions of this Section, Section 513 or Section 1007. except to increase any such percentage or 
to provide that certain othcr provisions of this Indenture cannot be modified or waived without the consent of the Holder of 
each Outstanding Security affected thereby; provided, however, that this clause shall not be deemed to require the consent of 
any Holder with respect to changes in the references to "the Trustee" and concomitant changes in this Section and 
Section 1007, or the deletion of this proviso, in accordance with the requirements of Sections 61 1 and 901(8) 

A supplemental indenture which changes 01 eliminates any covenant 01 other provision of this Indenture which has expressly 
been included solely for the benefit of one or more particular series of Securities, 01 which modifies the rights of the Holders of 
Securities of such series with respect to such covenant or other provision, shall be deemed not to affect the rights under this Indenture 
of the Holders of Securities of any othcr series; providcd that no such supplemental indenturc shall modify any provision of this 
Indenture so as to adversely affect the rights of any holdel of outstanding Senior Debt to the benefits of Article Fourteen. 

It shall not be necessary for any Act of Holders under this Section to approve the particular form of any proposed 
supplemental indenture, but it shall be sufficient if such Act shall approve the substance thereof. 

Section 903. Execution of Supplemental Indentures. 

In executing, or accepting the additional trusts created by, any supplemental indenture permitted by this Article or the 
modifications thereby of the trusts created by this Indenture, the Trustee shall be entitled to receive, and (subject to Section 601) shall 
be fully protected in relying upon, an Opinion of Counsel stating that the execution of such supplemental indenture is authorized or 
permitted by this Indenture. The Trustee may, but shall not be obligated to, enter into 



any such supplemental indenture which affects the Trustee's own rights, duties or immunities under this Indenture or otherwise. 

Section 904. Effect of Supplmmeal Indentures. 

Upon thc execution of any supplemental indenture under this Article, this Indenture shall be modified in accordance 
therewith, and such supplemental indenture shall lorrn a part of this Indenture for all purposes; and every Holder of Securities 
therctofore or thc~eaftcr authenticated and deliveled hereunder shall be bound thereby. 

Section 905. Conformity with Trust Indenture Act. 

Every supplemental indenture executed pulsuant to this Article shall conform to the requirements of the Trust Indenture Act 
as then in effect. 

Section 906. Reference in Securities to Supplemental Indentures. 

Securities of any series authenticated and delivered after the execution of any supplemental indenture pursuant to this 
Article may, and shall if required by the Trustee, bear a notation in form approved by the Trustee as to any matter provided for in such 
supplemental indenture. If the Company shall so determine. new Securities of any series so modified as to conform, in the opinion of 
the Trustee and the Company, to any such supplemental indenture may be prepared and executed by the Cornpany and authenticated 
and delivered by the Trustee in exchange for Outstanding Securities of such series. 

ARTICLE TEN 

Covenants 

Section 1001. Payment of Principal, Premium and Interest. 

The Company covenants and agrees for the benefit of each series of Securities that it will duly and punctually pay the 
principal of and any premium and interest on the Securities of that series in accordance with the terms of the Securities and this 
Indenture. 

Section 1002. Maintenance of Office or Agency. 

The Company will maintain in each Place of Payment for any series of Securities an office or agency where Securities of that 
series may be presented or surrendered for payment, where Securities of that series may be surrendered for registration of transfer or 
exchange and where 



notices and demands to or upon the Company in respect of the Securities of that series and this Indenture may be served. The 
Co~npany will give pronipt written notice to the Trustee of the location, and any change in the location, of such office or agency. If at 
any time the Co~npany shall fail to maintain any such required office or agency or shall fail to furnish the Trustee with the address 
thereof, such presentations, surrenders, notices and demands may be made or served at the Co~porate Trust Office of the Trustee, and 
the Company hereby appoints the Trustee as its agent to receive all such presentations, surrendcrs, notices and demands. 

The Co~npany ]nay also from time to time designate one or more other offices or agencies where the Securities of one or 
more series may be presented or surrendered for any or all such purposes and may from time to time ~escind such designations; 
provided, however, that no such designation or rescission shall in any manner relieve the Company of its obligation to maintain an 
office or agcncy in  each Place of Payment for Securilies of any series lor such purposes. The Company will give prompt written notice 
to the Trustee of any such designation or rescission and of any change in the location of any such other office or agency. 

Section 1003. Money for Securities Payments to Be Held in Trust. 

If the Company shall at any time act as its own Paying Agent with respect to any series of Securities, it will, on or before 
each due date of the principal of or any premium or interest on any of the Securities of that series, segregate and hold in trust for the 
benefit of the Persons entitled thereto a sum sufficient to pay the principal and any premium and interest so becoming due until such 
sums shall be paid to such Persons or otherwise disposed of as herein provided and will promptly notify the Trustee of its action or 
failure so to act. 

Whenever the Company shall have one or more Paying Agents for any series of Securities. it will, on or before each due date 
of the principal of or any premiuin or interest on any Securities of that series, deposit with a Paying Agent a sum sufficient to pay such 
amount, such sum to be held as provided by the Trust Indenture Act, and (unless such Paying Agent is the Trustee) the Coinpany will 
promptly notify the Trustee of its action or failure so to act. 

The Company will cause each Paying Agent for any series of Securities other than the Trustee to execute and deliver to the 
Trustee an instrument in which such Paying Agent shall agree with the Trustee, subject to the provisions of this Section. that such 
Paying Agent will (1) comply with the provisions of the Trust Indenture Act applicable to it as a Paying Agent and (2) during the 
continuance of any default by the Company (or any other obligor upon the Securities of that series) in the making of any payment in 
respect of the Securities of that series, upon the written request of the Trustee, forthwith pay to the Trustee all sums held in trust by 
such Paying Agent for payment in respect of the Securities of that series. 

The Company may at any time, for the purpose of obtaining the satisfaction and discharge of this Indenture or for any other 
purpose, pay, or by Company Order direct any Paying Agent to pay, to the Trustee all sums held in trust by the Company or such 
Paying Agent, such sums to be held by the Trustee upon the same trusts as those upon which such sums were held by the Company 



or such Paying Agent; and, upon such payment by any Paying Agent to the Trustee, such Paying Agent shall be released from all 
further liability with respect to such money. 

Any money deposited with the Trustee or any Paying Agent, or then held by the Company, in trust for the payment of the 
principal of or any premium or interest on any Security of any series and remaining unclaimed for 18 months after such principal, 
premium or interest has become due and payable shall be paid to the Company on Company Request, or (if then held by the 
Company) shall be discharged frorn such trust; and the Holder of such Security shall thereafter, as an unsecured general creditor, look 
only to the Company for payment thereof; and all liability of the Trustee or such Paying Agent with respect to such trust money, and 
all liability of the Company as trustee thereof; shall thereupon cease; provided, however, that the Trustee or such Paying Agent, befbre 
being required to make any such repayment, may at the expense ofthe Company cause to be published once, in a newspaper published 
in the English language, customarily published on each Business Day and of general circulation in the Borough of Manhattan, The 
City of New York, New York, notice that such money remains unclaimed and that, after a date specified therein, which shall not be 
less than 30 days from the date of such publication, any unclaimed balance of such money then remaining will be repaid to the 
Company. 

Section 1004. Statement by Officers as to Default 

The Company will deliver to the Trustee, within 120 days after the end of each fiscal year of the Company ending after the 
date hereof, an Officers' Certificate, stating whether or not to the best knowledge oI the signers thereof the Company is in default in 
the performance and observance ol any of the terms, provisions and conditions of this Indenture (without rcgard to any period of grace 
or requirement of notice provided hereunder) and, if the Company shall be in default, specifying all such defaults and the nature and 
status thereof of which they may have knowledge. 

Section 1005. Maintenance of Propcrties. 

The Company will cause all properties used or useful in the conduct of its business or the business of any Subsidiary to be 
maintained and kept in good condition, repair and working order and supplied with all necessary equipment and will cause to be made 
all necessary repairs, renewals, replacements, betterments and improvements thereof, all as in the judgment of the Company may be 
necessary so that the business car~ied on in connection therewith may be properly and advantageously conducted at all times; 
provided, however, that nothing in this Section shall prevent the Company from discontinuing the operation or maintenance of any of 
such properties if such discontinuance is, in the judgment of'the Company, desirable in the conduct of its business or the business of 
any Subsidiary. 

Section 1006. Payment of Taxes and Other Claims. 

The Company will pay or discharge or cause to be paid or discharged, before the same shall become delinquent, (1) all taxes, 
assessments and governmental charges levied or imposed upon the 



Company or any Subsidiary or upon the income, profits or property of the Company or any Subsidiary, and (2) all lawful claims for 
labor, materials and supplies which, if unpaid, might by law become a lien upon the property of the Company or any Subsidiary; 
provided, however, that the Company shall not be required to pay or discharge or cause to be paid or discharged any such tax, 
assessment, charge or claim whose amount, applicability or validity is being contested in  good faith by appropriate proceedings. 

Section 1007. Waiver of Certain Covenants. 

Except as otherwise specified as contemplated by Section 301 for Securities of such se~ies, the Company may, with respect to 
the Securities of any series, omit in any particular instance to colnply with any term, provision or condition set forth in any covenant 
provided pursuant to Section 301(18), 901(2) or 901 (7) for the benefit of the Holders of such series if before the time tor such 
compliance the Holders of at least a ma.jority in principal amount of the Outstanding Securities of such series shall, by Act of such 
Holders, either waive such compliance in such instance or generally waive compliance with such term, provision or condition, but no 
such waiver shall extend to or affect such term, provision or condition except to the extent so expressly waived, and, until such waiver 
shall become effective, the obligations of the Company and the duties of the Trustee in respect of any such term. provision or 
condition shall remain in full force and effect. 

Section 1008. Calculation of Original Issue Discount. 

The Company shall file with the Trustee promptly at the end of each calendar year a written notice specifying the amount of 
original issue discount (including daily rates and accrual periods) accrued on Outstanding Securities as of the end of such year. 

ARTICLE ELEVEN 

Redemption of Securities 

Section 1 101. Applicability of Article 

Securities of any series which are redeemable before their Stated Maturity shall be redeemable in accordance with their terms 
and (except as otherwise specified as contemplated by Section 301 for such Securities) in accordance with this Article. 

Section 1102. Election to Redeem; Notice to Trustee. 

The election of the Company to redeem any Seci~ritics shall be evidenced by a Board Resolution or in another manner 
specified as contemplated by Section 301 for such Securities. In case of any redemption at the election of the Company the Company 
shall, at least 45 days prior to 
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the Redemption Date fixed by the Company (unless a shorter notice shall be satisfactory to the 'Trustee), notify the Trustee of such 
Redemption Date and of the principal amount ol Securities of such se~ies  to be redeemed. In the case of any redemption of Securities 
prior to the expiration of any restriction on such redemption provided in the terms of such Securities or elsewhere in this Indenture, the 
Company shall furnish the Trustee with an Officers' Certificate evidencing cornpliance with such restriction. 

Section 1103. Selection by Trustee of Securities to Be Redeemed. 

If less than all the Securities of any selies are to be redeemed (unless all the Securities of such series and of a specified tenor 
are to be redeemed or unless such redemption affects only a single Security), the particular Securities to be redeemed shall be selected 
not more than 60 days prior to the Redemption Date by the Trustee, from the Outstanding Securities of such series not previously 
called for redemption, by such method as the Trustee shall deem 'fair and appropriate and which may provide for the selection for 
redemption of a portion of the principal amount of any Security of' such series, provided that the unredeemed portion of the principal 
amount of any Security shall be in an authorized denomination (which shall not be less than the minimum authorized denomination) 
for such Security. If less than all the Securities of such series are to be redeemed (unless such redemption affects only a single 
Security), the particular Securities to be redeemed shall be selected not more than 60 days prior to the Redemption Date by the 
Trustee, from the Outstanding Securities of such series not previously called for redemption in accordance with the preceding 
sentence. 

The Trustee shall promptly notify the Company in writing of the Securities selected for redemption as aforesaid and, in case 
of any Securities selected for partial redemption as aforesaid, the principal amount thereof to be redeemed. 

The provisions of the two preceding paragraphs shall not apply with respect to any redemption affecting only a single . 
Security, whether such Security is to be redeemed in whole or in part. In the case of any such redemption in part, the unredeemed 
portion of the principal amount of the Security shall be in an authorized denomination (which shall not be less than the minimum 
authorized denomination) for such Security. 

For all purposes of this Indenture, unless the context otherwise requires, all provisions relating to the redemption of Securities 
shall relate. in the case of any Securities redeemed or to be redeemed only in part, to the portion of the principal amount of such 
Securities which has been or is to be redeemed. 

Sectiori 1104. Notice of the Redemption. 

Notice of redemption shall be given by mail not less than 30 nor more than 60 days prior to the Redemption Date, to each 
Holder of Securities to be redeemed, at his or her address appearing in the Security Re,' ulster. 



All notices of redemption shall identify the Securities to be redeemed and shall state: 

(1 ) the Redemption Date; 

(2) the Redemption Price; 

(3) if less than all the Outstanding Securities of any series consisting of more than a single Security are to be redeemed, 
the identification (and, in thc case of partial redemption of any such Securities, the principal amounts) of the particular 
Securities to be redeemed and, if less than all the Outstanding Securities of any series consisting of a single Security are to be 
rcdecmed, the principal amount of the particular Security to be redeemed; 

(4) that on the Redemption Date the Redemption Price will become due and payable upon each such Security to be 
redeemed and, if applicable, that interest thereon will cease to accrue on and after said date; 

(5) the place or places where each such Security is to be surrendered for payment of the Redemption Price; and 

(6) that the redemption is lor a sinking fund, if such is the case. 

Notice of redemption of Securities to be redeemed at the election of the Company shall be given by the Company or, at the 
Company's request, by the Trustee in the name and at the expense of the Company and shall be irrevocable. 

The notice if mailed in the manner herein provided shall be conclusively presumed to have been given, whether or not the 
Holder receives such notice. In any case, failure to give such notice by mail or any defect in the notice to the Holder of any Security 
designated for redemption as a whole or in part shall not affect the validity of the proceedings for the redemption of any other 
Security. 

Section 1105. Deposit of Redemption Price. 

On or before any Redemption Date, the Company shall deposit with the Trustee or with a Paying Agent (or, if the Company 
is acting as its own Paying Agent, segregate and hold in trust as provided in Section 1003) an amount of money sufficient to pay the 
Redemption Price of, and (except if the Redemption Date shall be an Interest Payment Date) accrued interest on, all the Securities 
which are to be redeemed on that date. 

Section 1106. Securities Payable on Redemption Date. 

Notice of redemption having been given as aforesaid, the Securities so  to be redeemed shall, on the Redemption Date, 
become due and payable at the Redemption Price therein specified, and from and after such date (unless the Company shall default in 
[he payment of the Redemption Price 



and accrued inte~est) such Secu~ities shall cease to bear interest. Upon surrender of any such Security for ~edemption in accordance 
with said notice, such Security shall be paid by the Company at the Redemption Price, together with accrued interest to the 
'Redemption Date; provided, however, that, unless otherwise specified as contemplated by Section 301, installments of interest whose 
Stated Maturity is on or priol to the Redemption Date will be payable to the Holders of such Securities, or one or more Predecessor 
Securities, registered as such at the close of business on the relevant Record Dates according to their terms and the provisions of 
Section 307. 

Section 1 107. Securities Redeemed in Part. 

Any Security which is to be redeemed only in part shall be surrendered at a Place of Payment therefor (with, if the Company 
or. the Trustee so requires, due endorsement by, or a written instrument of transfer in form satisfactory to the Company and the Trustee 
duly executed by, the Holder thereof or his or her attorney duly authorized in writing), and the Company shall execute, and the Trustee 
shall authenticate and deliver to the Holder of such Security without service charge, a new Security or Securities of the same series 
and of like tenor, of any authorized denomination as requested by such Holder, in aggregate principal amount equal to and in 
exchange for the unredeemed portion of the principal of the Security so surrendered; provided, however, that a Depositary need not 
surrender a Global Security for a partial redemption and may be authorized to make a notation on such Global Security of such partial 
redemption. In the case of a partial redemption of a Global Security, the Depositary, and in turn, the participants in the Depositary 
shall have the responsibility to select any Securities to be redeemed by random lot. 

ARTICLE TWELVE 

Sinking Funds 

Section 1201. Applicability of Article. 

The provisions of this Article shall be applicable to any sinking fund for the retirement of Securities of any series except as 
otherwise specified as contemplated by Section 301 for such Securities. 

The minimum amount of any sinking fund payment provided for by the terms of any Securities is herein referred to as a 
"mandatory sinking fund payment", and any payment in excess of such rninimum aniount provided for by the terms of such Securities 
is herein referred to as an "optional sinking fund payment". If provided for by the terms of any Securities, the cash amount of any 
sinking fund payment may he subject to reduction as provided in Section 1202. Each sinking fund payment shall be applied to the 
redemption of Securities as provided for by the terms of such Securities. 



Section 1202. Satisfaction of Sinking Fund Payments with Securities. 

The Company (1)  may deliver Outstanding Securities of a series (other than any previously called for redempiion) and (2) 
may apply as a credit Securities of a series which have been redeemed either at the election of the Company pursuant to the terms of 
such Securities or through the application of permitted optional sinking fund payments pursuant to the terms of such Securities. in  
cach case in  satisfaction of all or any part of any sinking fund payment with lcspect to any Securities of such series required to be 
made pursuant to the terms of such Securities as and to the extent provided for by the terms of such Securities: provided that the 
Securities to be so credited have not been previously so credited. The Securities to be so credited shall be received and credited for 
such purpose by the Trustee at the Redemption Price, as specified in the Securities so to be redeemed, for redemption through 
operation of the sinking fund and the amount of such sinking fund payment shall be reduced accordingly. 

Section 1203. Redemption of Securities for Sinking Fund. 

Not less than 45 days prio~ to each sinking fund payment date for any Securities, the Company will deliver to the ~rus iee  an 
Officers' Certificate specifying the amount of the next ensuing sinking fund payment for such Securities pursuant to the terms of such 
Securities, the portion thereof. if any, which is to be satisfied by payment of cash and the portion thereof, if any, which is to be 
satisfied by delivering and crediting Securities pursuant to Section 1202 and will also deliver to the Trustee any Securities to be so 
delivered. Not less than 30 days prior to each such sinking fund payment date, the Trustee shall select the Securities to be redeemed 
upon such sinking fund payment date in the manner specified in Section 1103 and cause notice of the redemption thereof to be given 
in the name of and at the expense of the Company in the manner provided in Section 1104. Such notice having been duly given, the 
redemption of such Securities shall be made upon the terms and in the manner stated in Sections 1106 and 1107. 

ARTICLE THIRTEEN 

Defeasance and Covenant Defeasance 

Section 1301. Company's Option to Effect Defeasance or Covenant Deieasance 

The Company may elect, at its option at any time, to have Section 1302 or Section 1303 applied to any Securities or any 
series of Securities, as the case may be, designated pursuant to Section 301 as being defeasible pursuant to such Section 1302 or 1303, 
in accordance with any applicable requirements provided pursuant to Section 301 and upon co~npliance with the conditions set forth 
below in this Article. Any such election shall be evidenced by a Board Resolution or in another manner specified as contemplated by 
Section 301 for such Securities. 



Section 1302. Defeasance and Discharge. 

Upon the Company's exercise ol its option (if any) to have this Section applied to any Securities or any series of Securities, 
as the case may be, the Company shall be deemed to have been discharged from its obligations with respect to such Securities as 
provided in this Section on and after the date the conditions set forth in  Section 1304 are satisfied (hereinafter called "Defeasance"). 
For this purpose, such Defeasance means that the Company shall be deemed to have paid arid discharged the entire indebtedness 
represented by such Securities and to have satisfied all its other obligations under such Securities and this Indenture insofar as such 
Securities are concerned (and the Trustee, at the expense of the Company, shall execute proper instruments acknowledging the same), 
subject to the lbllowing which shall survive until otherwise terminated or discharged hereunder: (1) the rights of Holders of such 
Securities to receive, solely fiom the trust fund described in  Section 1304 and as more fully set forth in such Section, payments in 
respect of the principal of' and any premium and interest on such Securities when payments are due, (2) the Company's obligations 
with respect to such Secur.ities under Sections 304, 305, 306, 1002 and 1003, (3) the rights, powers, trusts, duties and immunities of 
the Trustee hereunder and (4) this Article. Sub-ject to compliance with this Article, the Company may exercise its option (if any) to 
have this Section applied to any Securities notwithstanding the prior exercise of its option (if any) to have Section 1303 applied to 
such Securities. 

Section 1303. Covenant Defeasance 

Upon the Company's exercise of its option (if any) to have this Section applied to any Securities or any series of Securities, 
as the case may be, (1) the Company shall be released from its obligations under Section 801(3), Sections 1005 through 1006, 
inclusive, and any covenants provided pursuant to Section 301(19), 901(2) or 901(7) for the benefit of the Holders of such Securities 
and (2) the occurrence of any event specified in Sections 501(4) (with respect to any of Section 801(3), Sections 1005 through 1006, 
inclusive, and any such covenants provided pursuant to Section 301(19), 901(2) or 901(7)), and 501(7) shall be deemed not to be or 
result in an Event of Default in each case with respect to such Securities as provided in this Section on and after the date the 
conditions set forth in Section 1304 are satisfied (hereinafter called "Covenant Defeasance"). For this purpose, such Covenant 
Defeasance means that, with respect to such Securities, the Company may omit to comply with and shall have no liability in respect ( 
any term, condition or limitation set forth in any such specified Section (to the extent so specified in the case of Section 501(4)) or 
Article Fourteen, whether directly or indirectly by reason of any reference elsewhere herein to any such Section or Article or by reason 
of any reference in any such Section or Article to any other provision herein or in any other document, but the remainder ofthis 
Indenture and such Securities shall be unaffected thereby. 

Section 1304. Conditions to Defeasance or Covenant Defeasance. 

The following shall be the conditions to the application of Section 1302 or Section 1303 to any Securities or any series of 
Securities, as the case may be: 

(1) The Company shall irrevocably have deposited or caused to be deposited with the Trustee (or another trustee which 
satisfies the requirements contemplated by Section 609 



and agrees to co~nply with the provisions of this Article applicable to it) as trust lunds i n  t ~ u s t  for the purpose of making the 
following payments, specifically pledged as security for, and dedicated solely to, the benefit of the Holders of such 
Securities, (A) money in an amount, or (B) U.S. Government Obligations which through the scheduled payinent of principal 
and interest in respect thereof in accordance with their t e r m  will provide, not later than one day before the due date of any 
payment, money in an amount, or (C) a combination thereof, in each case sufficient, in the opinion of a firm of independent 
public accountants exp~essed in a written certification thereof delivered to the Trustee, to pay and discharge, and which shall 
be applied by the Trustce (or any such other qualifying trustee) to pay and discharge, the principal of and any premium and 
interest on such Securities on the respective Stated Maturities, in accoldance with the terms oi this Indenture and such 
Securities. As used herein, "U.S. Government Obligation" means (x)  any security which is (i) a direct obligation of the 
United States of America for the payment of which the full faith and cred~t of the United States of Alne~ica is pledged or (ii) 
an obligation of a Person controlled or supervised by and acting as an agency or instru~ncntality of the United States ol 
America the payment of which is unconditionally guaranteed as a full faith and credit obligation by the United States of 
America, which, in either case (i) or (ii). is not callable or redeemable at the option of the issuer thereof, and (y) any 
depositary receipt issued by a bank (as defined in Section 3(a)(2) of the Secu~ities Act) as custodian with respect to any U.S. 
Government Obligation which is specified in Clause (x) above and held by such bank for the account ol the holder of such 
depositary receipt. or with respect to any specific payment of principal of or interest on any U S Government Obligation 
which is so specified and held, provided that (except as required by law) such custodian is not authori~ed to make any 
deduction from the amount payable to the holder of such depositary receipt from any amount received by the custodian in 
respect of the U.S. Government Obligation or the specific payment of principal or interest evidenced by such depos~tary 
receipt. 

(2) In the event of an election to have Section 1302 apply to any Securities or any series of Securities, as the case may 
be, the Company shall have delivered to the Trustee an Opinion of Counsel stating that (A) the Co~npany has received from, 
or there has been published by, the Internal Revenue Service a ruling or (B) since the date of this instrument, there has been a 
change in the applicable Federal income tax law, in either case (A) or (B) to the effect that, and based thereon such opinion 
shall confir~n that, the Holders of such Securities will not recognize gain or loss for Federal income tax purposes as a result of 
the deposit, Defeasance and discharge to be effected with respect to such Securities and will be subject to Federal income tax 
on the same amount. in the same manner and at the same times as would be the case iT such deposit, Defeasance and 
discharge were not to occur. 

(3) In the event of an election to have Section 1303 apply to any Securities or any series of Securities. as the case may 
be, the Company shall have delivered to the Trustee an Opinion of Counsel to the effect that the Holders of such Securities 
will not recognize gain or loss for Federal income tax purposes as a result of the deposit and Covenant Defeasance to be 
effected with respect to such Securities and will be subject to Federal income tax on the same amount, in the same manner 
and at the same times as would be the case if such deposit and Covenant Defeasance were not to occur. 



(4) The Company shall have delivered to the Trustee an Officers' Certificate to the effect that neither such Securities nor 
any othcr Securitlcs of the same series, if then listed on any securities exchange, will be delisted as a result of such deposit 

( 5 )  No event which is, o r  after notice or lapse of time or both would become, an Event of Default with respect to such 
Securities or any othe~ Securities shall have occ~~rrcd and be continuing at the time of such deposit 01, with regard to any 
such event specified in  Sections 501(5) and (6), nt any time on or prior to the 90th day after the date of such deposit (it being 
understood that this condition shall not be deemed satisfied until after such 90th day). 

(6) Such Defeasance or Covenant Defeasance shall not cause the Trustee to have a conflicting interest within the 
meaning of the T~ust  Indenture Act (assuming all Securities are in default within the meaning of such Act). 

(7) Such Defeasance or Covenant Defeasance shall not result in a breach 01 violation of, or constitute a default under, 
any other agreement 01. instrument to which the Company is a party or by which it is bound. 

(8) Such Defeasance or Covenant Defeasance shall not result in the trust arising from such deposit constituting an 
investment company within the meaning of the Investment Company Act unless such trust shall be registered under such Act 
or exempt from registration thereunder.. 

(9) At the time of such deposit, (A) no default in the payment of any principal of or premium or interest on any Senior 
Debt shall have occur~ed and be continuing, (B) no event of default with respect to any Senior Debt shall have resulted in 
such Senior Debt becoming, and continuing to be, due and payable prior to the date on which it would otherwise have 
become due and payable (unless payment of such Senior Debt has been made or duly provided for), and (C) no other event o' 
default with respect to any Senior Debt shall have occur~ed and be continuing permitting (after notice or lapse of time or 
both) the holders of such Senior Debt (or a trustee on behalf of such holders) to declare such Senior Debt due and payable 
prior to the date on which it would otherwise have become due and payable. 

(10) The Company shall have delivered to the Trustee an Officers' Certificate and an Opinion of Counsel, each stating 
that all conditions precedent with respect to such Defeasance or Covenant Defeasance have been complied with. 

Section 1305. Deposited Money and U.S. Government Obligations to Be Held in Trust; Miscellaneous Provisions. 

Subject to the provisions of the last paragraph of Section 1003, all money and U.S. Government Obligations (including the 
proceeds thereof) deposited with the 'Trustee or other qualifying trustee (solely for purposes of this Section and Section 1306, the 
Trustee and any such 



other trustee are referred to collectively as the "Trustee") pursuant to Section 1304 in respect of any Securities shall be held in trust 
and applied by the Trustee, in accordance with the provisions 01 such Securities and this Indentuse, to the payment, either directly or 
through any such Paying Agent (including the Company acting as its own Paying Agent) as the Trustee may determine, to the Holders 
of such Securities, of all sums due and to become due thereon in respect of principal and any premium and interest, but money so held 
in trust need not be segregated from other funds except to the extent required by law 

Money and U.S. Government Obligations so held in trust shall not be sub-ject to the provisions of Article Fourteen. 

The Company shall pay and indemnify the Trustee against any tax, fee or other charge imposed on or assessed against the 
U.S. Government Obligations deposited pursuant to Section 1304 or the principal and interest received in respect thereof othel than 
any such tax, See or other charge which by law is Sor the accoun't of the Holders of Outstanding Securities. 

Anything in this Article to the contrary notwithstanding, the Trustee shall deliver or pay to the Company from time to time 
upon Company Request any money or U.S. Government Obligations held by it as provided in Section 1304 with respect to any 
Securities which, in the opinion of a firm of independent public accountants expressed in a written certification thercof delivered to 
the Trustee, are in excess of the amount thereof which would then be required to be deposited to effect the Defeasance or Covenant 
Defeasance, as the case may be, with respect to such Securities. 

Section 1306. Reinstatement. 

I1 the Trustee or the Paying Agent is unable to apply any money in accordance with this Article with respect to any ~ecur i i ies  
by reason of any order or judgment of any court or governmental authority enjoining, restraining or otherwise prohibiting such 
application, then the obligations under this Indenture and such Securities from which the Co~npany has been discharged or released 
pursuant to Section 1302 or 1303 shall be revived and reinstated as though no deposit had occurred pursuant to this Article with 
respect to such Securities, until such time as the Trustee or Paying Agent is permitted to apply all money held in trust pursuant to 
Section 1305 with respect to such Securities in accordance with this Article; provided, however, that if the Company makes any 
payment of principal of or any premium or interest on any such Security following such reinstatement of its obligations, the Company 
shall be subrogated to the rights (if any) of the Holders of such Securities to receive such payment from the money so held in trust. 



ARTICLE FOURTEEN 

Junior Subordinated Securities 

Section 1401. Certain Securities Subordinate to Senior Debt. 

As provided pursuant to Section 301 or in a supplemental indenture. the Company may issue one or more series of Securities 
subject to the provisions of this Article Fourteen, and each Holder oi a Security of a series so issued ("Junior Subordinated 
Securities"), whether upon original issue or upon transfer or assignment thereof, accepts and agrees to bc bound by such provisions. 

The payment of the principal of, premium, if any, and interest on all Junior Subordinated Securities issued with respect to 
which this Article Fourteen applies shall, to the extent and in the manner hereinafter set forth, be subordinate and subject in right of 
payment to the prior payment in full of all Senior Debt, whether outstanding at the date of this Indenture or thereafter incurred. 

No provision of this Article Fourteen shall prevent the occurrence of any default or Event of Detault hereunder. 

Section 1402. Payment Over 0l'Proceeds Upon Default. 

In the event and during the continuation of any default in the payment of principal, premium, interest or any other payment 
due on any Senior Debt continuing beyond the period of grace, if any, specified in the instrument evidencing such Senior Debt, unless 
and until such default shall have been cured or waived or shall have ceased to exist, or in the event that the maturity of any Senior 
Debt has been accelerated because of a default, then no payment shall be made by the Company with respect to the principal 
(including redemption and sinking fund payments) of, or premium, if any, or interest on the Junior Subordinated Securities. 

In the event that, notwithstanding the foregoing, any payment shall be received by the Trustee or any holder when such 
payment is prohibited by the preceding paragraph of this Section 1402, such payment shall be held in trust for the benefit of, and shall 
be paid over or delivered to, the holders of Senior Debt or their respective representatives, or to the trustee or trustees under any 
indenture pursuant to which any of such Senior Debt may have been issued, as their respective interests may appear, but only to the 
extent that the holders of the Senior Debt (or their representative or representatives or a trustee) notify the Trustee within 90 days of 
such payment of the amounts then due and owing on the Senior Debt and only the amounts specified in  such notice to the Trustee shall 
be paid to the holders of Senior Debt. 

Section 1403. Payment Over of Proceeds Upon Dissolution, Etc. 

Upon any payment by the Company, or distributiori of assets of the Company of any kind or character, whether in cash, 
property or securities, to creditors upon any dissolution or winding-up or liquidation or reorganization of the Company, whether 
voluntary or involuntary or in bankruptcy, insolvency, receivership or other proceedings, all amounts due or to become due upon all 
Senior Debt shall first be paid in full, or payment thereof provided for in money in accordance with its terms, before any payment is 
made on account of the principal (and premium, if any) or interest on the Junior Subordinated Securities; and upon any such 
dissolution or winding-up or liquidation or reorganization any payment by the Company, or distribution of assets of the Company of 
any kind 



or charactel, whether in cash, ploperty or securities, to which the Holders of the Junior Subordinated Securities or the Trustee would 
be entitled, except for the provisions of this Article Foul teen, shall be paid by the Company or by any receiver, trustee in bankruptcy, 
liquidating trustee, agent or other person making such payment or distribution, or by the Holders of the Junior Subordinated Securities 
or by the Trustee under this Indenture if received by them or it, directly to the holders of Senior Dcbt (pro rata to such holders on the 
basis of the respective amounts of Senior Debt held by such holders, as calculated by the Company) or their representative or 
representatives, or to the trustee or trustees under any indenture pursuant to which any instruments evidencing any Senior Debt may 
have been issued, as their respective interests may appear, to the extent necessary to pay all Scnior Dcbt in full, in money or money's 
worth, after giving eflect to any concurrent payment or distribution to or for the holders of Senior Debt, before any paylnent or 
distribution is made to the holders of Junior Subordinated Securities or to the Trustee. 

In the event that, notwithstanding the foregoing, any payment or distribution of assets of the Company of any kind or 
character, whether in cash, property or securities, prohibited by the foregoing, shall be received by the Trustee or the holders of the 
Junior Subordinated Securities bcfore all Senior Debt is paid in full, or provision is made for such payment in money in accordance 
with its terms, such paymcnt or distribution shall be held in trust for the benefit of and shall be paid over or delivered to the holders of 
Senior Debt or their representative or representatives, or to the trustee or trustees under any indenture pursuant to which any 
instruments evidencing any Senior Debt may have been issued, as their respective interests may appear, as calculated by the Company, 
for application to the payment of all Scnior Debt remaining unpaid to the extent necessary to pay all Senior Debt in full in money in 
accordance with its terms, after giving effect to any concurrent payment or distribution to or for the holders of such Senior Debt. 

For purposes of this Article Fourteen, the words, "cash, property or securities" shall not be deemed to include shares of stock 
of the Company as reorganized or readjusted, or securities of the Company or any other corporation provided lor by a plan of 
reorganization or readjustment, the payment of which is subordinated at least to the extent provided in this Article Fourteen with 
respect to the Junior Subordinated Securities to the payment of all Senior Debt which may at the time be outstanding; provided that (i) 
the Senior Debt is assumed by the new corporation, if any, resulting from any such reorganization or read.justment, and (ii) the rights 
of the holders of the Senior Debt are not, without the consent of such holders, altered by such reorganization or readjustment. The 
consolidation of the Company with, or the merger of the Company into, another corporation or the liquidation or dissolution oi the 
Company following the conveyance or transfer of its property as an entirety, or substantially as an entirety, to another corporation 
upon the terms and conditions provided for in Article Eight hereof shall not be deemed a dissolution. winding-up, liquidation or 
reorganization for the proposes o l  this Section 1403 if such other corporation shall, as a part of such consolidation, merger, 
conveyance or transfer, comply with the conditions stated in Article Eight hereof. Nothing in Section 1402 or in this Section 1403 
shall apply to claims of, or payments to, the Trustee under or pursuant to Section 607. 

Section 1404. Subrogation to Rights of Holders of Senior Debt. 

Subject to the payment in full of all Senior Debt, the rights of the holders of the Junior Subordinated Securities shall be 
subrogated to the rights of the holders of Senior Debt to receive 



payments or distributions of cash, property or securities of the Company applicable to the Senior Debt; and, for the purposes of such 
subrogation, no payment or distributions to the holders of the Senior Debt of' any cash, property or securities to which the holders of' 
the Junior Subordinated Securities or the Trustee would be entitled except for the provisions ofthis Article Fourteen, and no payment 
over pursuant to the provisions of this Article Fourteen, to or for the benel'it of the holders of Senior Debt by holders ofthe Junior ,' 

Subordinated Securities or the Trustee, skiall, as between the Company. its creditors other than holders of Senior Debt, and the Holders 
of'the Junior Subordinated Securities, be deemed to be a payment by the Company to or on account of'the Senior Debt. It is 
understood that the provisions of this Article Fourteen are and are intended solely for the purposes of' defining the relative rights of the 
holders of the Junior Subordinated Securities, on the one hand, and the holders of the Senior Debt on the other hand. 

Nothing contained in this Article Fourteen or elsewhere in  this Indenture or in the Junior Subordinated Securities is intended 
to or shall impair, as between the Company, its creditors other than the holders of Senior Debt, and the holders of the Junior 
Subordinated Securities, the obligation of the Company, which is absolute arid unconditional, to pay to the holders of the Junior 
Subordinated Securities the principal of (and premiutn, if any) and interest on the Junior Subordinated Securities as and when the 
same shall become due and payable in accordance with their terms, or is intended to or shall affect the relative rights of the holders of 
the Junior Subordinated Securities and creditors ofthe Company other than the holders of the Senior Debt, nor shall anything herein or 
therein prevent the Trustee or the holder of ariy Junior Subordinated Security from exercising all remedies otherwise permitted by 
applicable law upon default under this Indenture, subject to the rights, if any, under this Article Fourteen of the holders of Senior Debt 
in  respect of cash, property or securities of the Company received upon the exercise of any such remedy. 

Upon any payment or distribution of assets of the Company referred to in this Article Fourteen, the Trustee, subject to the 
provision of Article Six, and the Holders of the Junior Subordinated Securities shall be entitled to rely upon any order or decree made 
by any court of competent jurisdiction in which such dissolution, winding-up. liquidation or reorganization, liquidation or 
reorganization proceedings are pending, or a certificate of the receiver, trustee in bankruptcy, liquidation trustee, agent or other person 
making such payment or distribution, delivered to the Trustee or to the Holders of the Junior Subordinated Securities, for the purposes 
of ascertaining the persons entitled to participate in such distribution, the holders of the Senio~ Debt and other indebtedness of the 
Company, the amount hereof or payable thereon, the amount or amounts paid or distributed thereon and all other facts pertinent . 
thereto 01 to this Article Fourteen. 

Section 1405. Trustee to Effectuate Subordination. 

Each Holder of a Junior Subordinated Security by his or her acceptance thereof authorizes and directs the 'Trustee in his or 
her behalf to take such action as may be necessary or appropriate to effectuate the subordination provided in this Article Fourteen and 
appoints the Trustee his or her attorney-in-fact for any and all such purposes. 



Section 1406. Notice to Trustee. 

The Company shall give prompt written notice to a Responsible Officer of the Trustec of any lact known to the Company 
which would prohibit the making of any payment ol monies to or by the Trustee in respect of the Junior Subordinated Securities 
pursuant to the provisions 01 this Article Fourteen Notwithstanding the provisions of this Article Fourteen or any other provision of 
this Indenture, the Trustec shall not be charged with knowledge of the existence of any facts which would prohibit the making of any 
payment of monies to or by the Trustee in respect ol the Junior Subordinated Securities pursuant to the provisions of this 
Article Fourteen. unless and until a Responsible Olficer of the T~ustee shall have received written notice the~eof at the Principal 
Office of the Trustee from the Company or a holdel or holders of Senior Debt or from any trustee therefor; and before the receipt of 
any such written notice. the Trustee, subject to the provisions of Article Six, shall be entitled in all respects to assume that no such 
facts exist; p~ovided. however, that if the Trustee shall not have received the notice provided for in this Section 1406 at least two 
Business Days prior to the date upon which by the t ams  hereof any money may become payable for any purpose (including, without 
limitation, the payment of the principal of (or premium, il any) or interest on any Junior Subordinated Security), then, anything herein 
contained to the contrary notwithstanding, the Trustee shall have full power and authority to receive such money and to apply the 
same to the purposes for which they were received, and shall not be affected by any notice to the contrary which may be received by it 
within two Business Days prior to such date. 

The Trustee, subject to the provisions of Article Six, shall be entitled to rely on the delivery to it of a written notice by a 
person representing hi~nself to be a holder of Senior Debt (or a trustee on behalf of such holder) to establish that such notice has been 
given by a holder of Senior Debt or a trustee on behalf of any such holder or holders. In the event that the Trustee determines in good 
faith that further evidence is required with respect to the right of any person as a holder of Senior Debt to participate in any payment 
or distribution pursuant to this Article Fourtccn, the Trustee may request such person to furnish evidence to the reasonable satisfaction 
of the Trustee as to the amount of Senior Debt held by such Person, the extent to which such person is entitled to participate in such 
payment or distribution and any other facts pertinent to the rights of such person unde~  this Article Fourteen, and if such evidence is 
not furnished the Trustee may defer any payment to such person pending judicial determination as to the right of such person to 
receive such payment. 

Section 1407. Rights of Trustee as Holder of Senior Debt; Preservation of Trustee's Rights. 

The Trustee in its individual capacity shall be entitled to all the rights set forth in this Articlc Fourteen in respect of any 
Senior Debt at any time held by it. to the same extent as any other holder of Senior Debt, and nothing in this Indenture shall deprive 
the Trustee ol any 01 its rights as such holder. 

Nothing in this Article Fourteen shall apply to claims of. or payments to, the Trustee under or pursuant to Section 607. 



Section 1408. No Waiver of Subordination Provisions. 

No right of any present or Suture holder ot any Senior Debt to enforce subordination as herein provided shall at any time in 
any way be prejudiced or impaired by any act or failure to act on the part of the Company or by any act or failure to act, in good faith, 
by any such holder, or by any noncompliance by the Company with the terms, provisions and covenants of this Indenture, regardless 
of any knowledge thereof which any such holder may have or otherwise be charged with. 

Without in any way limiting the generality of the foregoing paragraph, the holders of' Senior Debt may, at any time and from 
time to time, without the consent ol' or notice to the Trustee or the holders of the Junior Subordinated Securities, without incurring 
responsibility to the holders of the Junior Subordinated Securities and without impairing or releasing the subordination provided in 
this Article or the obligations hereunder of the holders ofthe Junior Subordinated Securities to the holders of Senior Debt, do any one 
or more of the Sollowingr (i) change the manner, place or terms of payment or extend the time of payment of, or renew or alter, Senior 
Debt, or otherwise amend or supplement in any manner Senior Debt or any instrument evidencing the same or any agreement under 
which Senior Debt is outstanding; (ii) sell, exchange, release or otherwise deal with any property pledged, mortgaged or otherwise 
securing Senior Debt; (iii) release any person liable in any manner Ibr the collection of Senior Debt; and (iv) exercise or refrain from 
exercising any rights against the Company and any other person. 



This instrument may be executed in any number of counterparts, each or which so executed shall be deemed to be an original, 
but all such counterparts shall togcther constitute but one and the same instrument. 

In Witness Whereof. the parties hereto have caused this Indenture to be duly executed as of the day and year first above 
written. 

THE 'IJNION L,IGHT, HEAT AND POWER 
COMPANY 

Wendy L. Aumiller 
Treasurer 

DEUTSCHE BANK TRUST COMPANY AMERICAS 
as Trustee 

BY 
George F. Kubin 
Vice President 



Exhibit 10.yy 

Adopted pursuant to resolutions of the Cinergy Corp. 

Benefits Committee on December 17,20 

AMENDMENT TO THE 

CINERGY CORP. NON-UNION EMPLOYEES' PENSION PLAN 

The Cinergy COIF. Non-Union Employees' Pension Plan, as amended and restated effective January 1,2003, is hereby 
amended, effective as of January 1,2005 or such other date specified below. 

(1) Ex~lanation of Amendment 

'The Amendment (i) clarifies the actuarial factors applicable to level income forms of benefit, (ii) clarifies that nonresident aliens with 
no United States source income are not eligible to participate in the Plan, (iii) reduces the amount to which an involuntary cash-out 
applies from $5,000 to $1,000, (iv) provides that, for purposes of the traditional program, accrued vacation pay will be taken into 
account when determining the highest average earnings of a participant in the phased retirement program and when determining the 
highest average earnings of a Participant whose highest average annual earnings for any three consecutive calendar years out of his 
last ten years of participation do not occur during the final three years of his participation, (v) increases the multiplier, for purposes of 
the traditional program formula, from 1.4 percent to 1.55 percent for years of participation in excess of 35 for participants who 
terminate employment on or after January 1,2005 and (vi) deletes the exclusion of employees of Vestar, Inc. 

(2) Amendment 

(a) For annuity starting dates beginning on or after July 1, 2004, Section 1.5(c) of'the Plan is hereby amended and restated in its 
entirety to read as fbllows: 

"Lump Sums and Level lricome Forms of Pavrnerit: 

With respect to any lump sum payment under Subsection '7.2(f) (Cash Balance Account Single Sum) or Section 8.3 (Small 
Benefits), and any level income form of payment that may be payable under Subsection 7.2(d) (Life Annuity Level Income 
Option) or Subsection 7.2(e) (100 Percent Contingent Annuitant Level Income Option) that may be payable under the Plan 
during a Plan Year, the Actuarial Equivalent will be calculated using the applicable mortality table as prescribed from time to 
time by the Secretary of the Treasury (for distributions with Annuity Starting Dates after December 30, 2002, the mortality 
table prescribed in Revenue Ruling 2001-62) and an interest rate equal to the "applicable interest rate" under Code 
subsection 417(e) as specified by the Commissioner of Internal Revenue in revenue rulings, notices or other guidance 
published in the Internal Revenue Bulletin (currently based on the annual rate of interest on 30-year Treasury securities) for 
the fifth full calendar month preceding the first day of the Plan Year in which the Annuity Starting Date occurs." 



(b) Section 1.5 of the Plan is hereby amended by adding the following at the end thereof: 

"(g) Snecial Rule Ibl Level Income Ontion: 

In the case of a Participant who had an accrued bcnefit under the Plan as oi June 30,2004, no benefit dctcrrnination 
of the level incomc option lorm of payment will produce an amount with respect to the accrued benefit under the 
Plan as of June 30,2004 that is less than that which would havc becn produced utilizing both the actuarial 
assumptions specified in the Plan as in effect on June 30,2004 and the annual pension accrued as of Junc 30,2004, 
determined under the provisions 01 the Plan as then in effect." 

(c) Section 1.38 of the Plan is hereby amended by adding the following at the end thereof: 

"Notwithstanding tlic foregoing provisions 01 this Section. an Eligible E~nployce shall not include any individual who is a 
non~esident alien and who rcceives no earned income (within the meaning of Section 91 l(d)(2) of the Code) from an 
Employer which constitutes income from sources within the United States (within the meaning of Section 861 (a)(?) of the 
Code)." 

(d) Effective as of January 1, 2003, Section 1.38 is hereby amended by deleting the following sentence from such Section: 

"Notwithstanding the foregoing provisions of this Section 1.38, Eligible Employee shall not include any Employee of Vestar, 
Inc. whose Employment Commencement Date is after December 3 1. 2002." 

(e) Section 1.52 of the Plan is hereby amcnded by adding the following at the end thereof: 

"Notwithstanding the foregoing, in the evcnt that the Participant's highest average annual Earnings occurs other than du~ing 
his last 36 months of Participation, the Participant's Highest Average Earnings shall be calculated as if the Accrued Vacation 
Pay, if any, that was received by the Participant was received during the last month that occurs during the period that is used 
for purposes of determining the Participant's Highest Average Earnings. 

Notwithstanding the foregoing. but only with respect to a Participant who is in the Employer's phased retirement program. in 
the evcnt that the Participant receives Accrued Vacation Pay in the Plan Year immediately following the Plan Year in which 
he begins to participate in the phased retirement program, the Participant's Highest Average Earnings shall be calculated as if 
such Accrued Vacation Pay was received by the Participant during the last month that occurs during the period that is used 
for purposes of determining the Participant's Highest Average Earnings." 

( f) Section 4.1 of the Plan is hereby amended and restated in its entirety to read as follows: 



"Normal Retirement Pension Formula 

Except as otherwise expressly provided in this Article, a Participant who retires on or aftel his Normal Retirement Date will 
be entitled to a Nonforfeitable Annual Pension under this Plan equal to the sum of (a) plus (b), wherc (a) is equal to: 

(1 )  1.1 percent of the Participant's Highest Average Earnings plus 

(2) 0.5 percent of the amount by which his Highest Average Earnings exceed his applicable Covered 
Compensation, multiplied by the number of his ycars of Participation not in excess of 35; 

and (b) is equal to: 

(1) except as provided in Subsection (2) below, 1.4 percent of the Participant's Highest Average Earnings, 
inultiplied by the numbel of his years of Participation in excess of 35, and 

(2) for each Participant whose Severance from Service occurs on or after January 1,2005, 1.55 percent of the 
Participant's Highest Average Earnings, multiplied by the number of his years of' Participation in excess of 
'lc > 3  
JJ. 

(g) Section 4.1A(b) of the Plan is hereby amended by adding the following at the end thereof: 

"If at the time that the Participant first becomes a Cash Balance Participant in acco~dance with Subsection 3.2(c) he has at 
least 35 years of Participation in the Cinergy Corp. Union Employees' Retirement Income Plan or the Cinergy Corp. 
Non-Union Employees' Pension Plan under a formula other than a cash balance formula, his opening balance in his Cash 
Balance Account (as of the date he becomes a Cash Balance Participant) shall be determined as provided above in this 
Subsection (b) except that his accrued benefit (payable in the form of an annuity for the life of the Participant beginning at 
the later of the Participant's normal retirement date under the transferor plan or the first day immediately prior to the date the 
Participant becomes or again becomes a Cash Balance Participant) with respect to which assets (and liabilities) were 
transferred from the Cinergy Corp. Union Employees' Retirement Income Plan or Cinergy Corp. Non-Union Employees' 
Pension Plan) shall be determined as if his years of Pa~ticipation in excess of 35 were multiplied by 1.55 percent. rather than 
by 1.4 percent. in the pension formula contained in the applicable transferor plan." 

(h) Effective with respect to distributions made on or after March 1, 2005, Section 8.3 of the Plan is hereby amended by deleting 
the amount of "$5,000" each place it appears therein and substituting therefore the amount of "$1,000." 



IN WITNESS WHEREOF. Cinergy Corp. has caused this Amendment to be executed and approved by its duly authorized 
officer. 

By: Is1 Timothv J. Verhaeen 
Timothy J. Verhagen 
Vice President of Human Resources 

Date: December 1 7.2004 



Exhibit l0.fff 

Adopted pursuant to resolutions of the Cinergy Corp. 

Benefits Committee on December 17,20( 

AMEN1)RIENT 1'0 THE 

CINEKGY CORP. NON-UNION EMPLOYEES' 401(K) PLAN 

The Cinergy Corp. Non-Union Employees' 401(1<) Plan. as amended and restated effective January 1,2003, is hereby 
amended, effective as of January 1,2005 or such other date specified below. 

Ex~lanation of Amendment 

The amendment (i) clarifies that nonresident aliens with no United States sou~ce income are not eligible to participate in the Plan, (ii) 
provides that individuals who were terminated in connection with the t~ansition of certain information 
technology-related responsibilities from the Company will be entitled to receive a profit-sharing contribution for 2004 even if they 
are not employed by the Company and its affiliates on December 31,2004, (iii) clarifies the Plan's disability provisions, (iv) reduces 
the amount to which an involuntary cash-out applies from $5,000 to $1,000 and provides that such determination shall be made after 
taking into account rollover contributions and (v) clarifies the Plan's ERISA Section 404(c) provisions. 

Amendment 

(a) Section 2.1(0) of the Plan is hereby amended and restated in its entirety to provide as follows: 

"Eligible Employee" means an Employee on the payroll of an Employer who has attained age 18, provided, however, that 
an "Eligible Employee" shall not include (1) an Employee whose terms and conditions of employment are governed by a 
collective bargaining agreement unless the collective bargaining agreement provides for such participation, (2) a "leased 
employee" (as defined in Section 3.3), (3) an individual who is classified by the Employer as a summer laborer or a sunimer 
employee and (4) an individual who is a nonresident alien and who receives no earned income (within the meaning of 
Section 91 l(d)(2) of the Code) from an Employer which constitutes income from sources within the United States (within 
the meaning of Section 861(a)(3) of the Code)." 

(b) Effective as of January 1, 2004, Section 4.10(a) of the Plan is hereby amended and restated in its entirety to provide as 
follows: 

"Balanced Profit Sharing Contributions. Each Employer may, in its discretion, make a Balanced Profit Sharing Contribution to the 
Plan for a Plan Year in an amount determined by the Company. Any Balanced Profit Sharing Contribution made by an Employer for 
a Plan Year shall be allocated among Balanced Program Employees (as defined in Subsection 4.10(c) below) who are employed with 
the Employer as Balanced 



Program Employees on the last day of the Plan Year, provided. however, that any Balanced Profit Sharing Contribution made by an 
Employer for the Plan Year ending on December 31, 2004 shall be allocated among (i) Balanccd Program Employees (as defined in 
Subsection 4.10(c) below) who are employed with thc Employer as Balanced Program Employees on the last day of the Plan Year and 
(ii) any individual who was a Balanced Program Employee du~ ing  at least one day of the Plan Year and who voluntarily terminated 
employment with the Company and its Affiliates, between August 7, 2004  and October 31, 2004, and commenced 
employment with Computer Sciences Corporation, International Business Machines Corporation or dbaDirect Inc., or one 
of their affiliates, in connection with the transition of certain information technology-related responsibilities from the 
Company. The allocable share of each such Balanced Program Employee described in the preceding sentence shall be 
in the ratio which his Profit Sharing Earnings (as defined in Subsection 4.10(c) below) bears to the aggregate of such 
Profit Sharing Earnings for all such Balanced Program Employees." 

(c) Effective as of January 1, 2004, Section 4.10(b) of the Plan is hereby amended and restated in its entirety to provide as 
follows: 

"Investor Profit Sharing Contributions. Each Employer may, in its discretion, malce an Investor Profit Sharing Contribution to the 
Plan for a Plan Year in an amount determined by the Company. Any Investor Profit Sharing Contribution made by an Employcr for a 
Plan Year shall be allocated among Investor Program Employees (as defined in Subsection 4.10(c) below) who are employed with the 
Employer as Investor Program Employees on the last day oS the Plan Year, provided, however, that any Investor Profit Sharing 
Contribution made by an Employer for the Plan Year ending on December 31, 2004 shall be allocated among (i) Investor Program 
Employees (as defined in Subsection 4.10(c) below) who are employed with Ihc Employer as Investor Program Employees on the last 
day of the Plan Year and (ii) any individual who was an Investol Program Employee during at least one day of the Plan Year and who 
voluntarily terminated employment with the Company and its Affiliates, between August 7, 2 0 0 4  and October 31, 
2004, and commenced employment with Computer Sciences Corporation, International Business Machines Corporation 
or dbaDirect Inc., or one of their affiliates, in connection with the transition of certain information 
technology-related responsibilities from the Company. The allocable share of each such lnvestor Program Employee 
described in the preceding sentence shall be in the ratio which his Profit Sharing Earnings (as defined in Subsection 
4.10(c) below) bears to the aggregate of such Profit Sharing Earnings for all such Investor Program Employees." 

(d) The first sentence of Section 5.3 of the Plan is hereby amended and restated in its entirety to provide as follows: 

"TJpon a Member's termination of employment for any reason, including retirement or death, or upon a Member's Disability, 
the Member's Profit Sharing Account shall be distribr~table as provided in Article 6." 

(c) The first scntence of Section 6. I of the Plan is hereby amended and restated in its entirety to provide as follows: 



"Upon a Member's termination of employment for any reason, including retirement or death, or upon a Member's Disability, 
the vested amount of the Member's Account will be distributable to the Member, or to the Member's Beneficiary in case of 
the Member's death." 

( f) Effective with respect to distributions on or after March 28. 2005, Section 6.2(b) of the Plan is hereby amcnded and ~estated 
in its entirety to provide as follows: 

"If the vcsted portion of the Membel's Account to be distributed pursuant to Section 6.1 does not exceed $1,000, then the distribution 
will be made as soon as practicable Ibllowing termination of employment. If the value of the vested portion of the Member's Account 
exceeds $1,000, then the distribution will be madc as of any Valuation Date electcd by the Member, subject to (a) through (g)." 

(g) Effective with respect to distributions on or after March 28, 2005, the first sentence of the second paragraph of Section 6.3(c) 
of the Plan is hereby amended and restated in its entirety to provide as follows: 

"If a Member dies prior to commencement of distribution of his Account, and the value of the vested portion of his Account balance 
exceeds $1,000, the Member's Beneficiary may elect to receive distribution of the vested portion of the Member's Account in a lump 
sum or in annual installments over a period not exceeding the greater of ten years or the Beneficiary's life expectancy as of the date 
payments commence." 

(h) Section 7.3 of the Plan is hereby amended by adding the following at the end thereof 

"(d) ERISA Section 404(c). The Plan is intended to be an "ERISA Section 404(c) plan" as defined in Department of 
Labor Regulations Section 2550.404~-l(b). Pursuant to Department of Labor Regulations Section 
2550.404c-l(d)(2)(ii)(E)(4)(viii), the Benefits Committee shall be the fiduciary that shall ensure that (i) sufficient 
procedures are in place so that information relating to the purchase, holding and sale of Cinergy Stock, and the 
exercise of voting, tender and similar rights with respect to such securities by Members and Beneficiaries, is 
maintained in accordance with procedures which are designed to safeguard the confidentiality of such information, 
except to the extent necessary to comply with federal laws or state laws not preempted by ERISA, (ii) such 
procedures are being followed and (iii) an independent fiduciary has been appointed to carry out activities relating 
to any situations which the Benefits Conirnittee determines involve a potential for undue employer influence upon 
Members and Beneficiaries with regard to the direct or indirect exercise of shareholder rights." 

(i) Effective with respect to distributions on or after March 28, 2005, Paragraph 2 of Section 6 of the Addendum to the Plan is 
hereby amended and restated in its entirety to provide as follows: 



"2. Rollovers Included in Determinino Value ol Acco~tnt Balance for Involuntarv Distributions. For purposes of Subsection 
6.2 of the Plan, the value of a participant's nonSorfeitable account balance shall be determined after taking into account that 
portion of the account balance that is attributable to rollover contributions (and earnings allocable thereto) within the 
meaning oS Sections 402(c), 403(a)(4), 403(b)(8), 408(d)(3)(A)(ii), and 457(e)(16) oS the Code. IS the value of the 
participant's nonforfeitable account balance as so determined is $1,000 or less, the Plan shall immediately distribute the 
participant's entire r~onforfeitable account balance." 

IN WITNESS WHEREOF, Cinergy Corp. has caused this Amendment to be executed and approved by its duly authorized 
officer. 

By: 1st Timothy J. Verhagen 
Timothy J. Verhagen 
Vice President of Human Resources 

Date: December 17. 2004 



Exhibit 10.jj.j 

Adopted pursuant to resolutions of the Cinergy C o ~ p .  

Benefits Committee on December 17,20C 

AMENDMENT TO THE 

CINERGY CORP. UNION EMPLOYEES' 401(K) PLAN 

'The Cinergy Corp. Union Employees' 401(k) Plan, as amended and restated effective January 1, 2003, is hereby amended, 
effective as of January 1,2005 or such other date specified below. 

Ex~lanation of Amendment 

The amendment (i) clarifies that nonresident aliens with no United States source income are not eligible to participate in the Plan, (ii) 
clarifies the Plan's disability p~ovisions, (iii) reduces the amount to which an involuntary cash-out applies from $5,000 to $1,000 and 
provides that such determination shall be made after taking into account rollover contributions and (iv) clarifies the Plan's ERISA 
Scction 404(c) provisions. 

Amendment 

(a) Section 2.1(0) of the Plan is hereby amended and restated in its entirety to provide as follows: 

"Eligible Employee" means an Employee on the payroll of an Employer who has attained age 18 and whose terms and 
conditions of employment are governed by a collective bargaining agreement that provides for participation in the Plan, 
provided, however, that an "Eligible Employee" shall not include (1) a "leased employee" (as defined in Section 3.3), (2) an 
individual who is classified by the Employer as a summer laborer or a summer employee and (3) an individual who is a 
nonresident alien and who receives no earned income (within the meaning of Section 91 1 (d)(2) of the Code) from an 
Employer which constitutes income from sources within the United States (within the meaning of Section 861(a)(3) of the 
Code)." 

(b) The first sentence of Section 5.3 of the Plan is hereby amended and restated in its entirety to provide as follows: 

"Upon a Member's termination of employment for any reason, including retirement or death, or upon a Member's Disability, 
the Member's Profit Sharing Account shall be distributable as provided in Article 6." 

(c) The first sentence of Section 6.1 of the Plan is hereby amended and restated in its entirety to provide as follows: 

"Upon a Member's termination of employ~nent for any reason, including retirement or death, or upon a Member's Disability 
the vested amount of' the Member's Account will 



be distributable to the Member, or to the Member's Beneficiary in case of the Member's death." 

(d) Effective with respect to distributions on or aftel March 28, 2005, Section 6.2(b) of the Plan is hereby amended and restated 
in its entirety to provide as follows: 

"If the vested portion of the Member's Account to be distributed pursuant to Section 6.1 does not exceed $1,000, then the distribution 
will be made as soon as practicable following tel-mination of employment. If the value of the vested portion of the Member's Account 
exceeds $1,000. then the distribution will be made as of any Valuation Date elected by the Membel-, subject to (a) through (g)." 

(e) Effective with respect to distributions on or after March 28, 2005, the first sentence of the second paragraph of Section 6.3(c) 
of the Plan is hereby amended and restated in its entirety to provide as follows: 

"If a Member dies psi01 to co~n~ncncelnent of distribution of his Account, and the value of the vested portion of his Account balance 
exceeds $1,000, the Member's Beneficiary may elect to receive distribution of the vested portion of the Member's Account in a lump 
suln or in annual installments over a period not exceeding the greater of ten years or the Beneficiary's life expectancy as of the date 
paylnents commence." 

(r) Section 7.3 of the Plan is hereby amended by adding the following at the end thereof: 

"(d) ERISA Section 404(c). The Plan is intended to be an "ERISA Section 404(c) plan" as defined in Department of 
L.abor Regulations Section 2550.404~-1 (b). Pursuant to Department of Labor Regulations Section 
2550.404c-l(d)(2)(ii)(E)(4)(viii), the Benefits Committee shall be the fiduciary that shall ensure that (i) sufficient 
procedures are in place so that information relating to the purchase, holding and sale of Cinergy Stock, and the 
exercise of voting. tender and similar rights with respect to such securities by Members and Beneficiaries, is 
maintained in accordance with procedures which are designed to safeguard the confidentiality of such information, 
except to the extent necessary to comply with federal laws or state laws not preempted by ERISA, (ii) such 
procedures are being followed and (iii) an independent fiduciary has been appointed to casry out activities relating 
to any situations which the Benefits Committee determines involve a potential for undue employer influence upon 
Members and Beneficiaries with regard to the direct or indirect exercise of shareholder rights." 

(g) EiTective with respect to distributions on or after March 28,2005, Paragraph 2 of Section 5 of the Addendum to the Plan is 
hereby amended and restated in its entirety to provide as follows: 

"2. Rollovers Included in Determining Value of Account Balance for Involuntary Distributions. For purposes of Subsection 
6.2 of the Plan, the value of a participant's nonforfeitablc account balance shall be determined after taking into account that 
portion of the account balance that is attributable to rollovcr contributions (and earnings 



allocablc thereto) within the meaning of Sections 402(c), 403(a)(4), 403(b)(8), 408(d)(3)(A)(ii), and 457(e)(16) of the Code. 
If the value of the pa~ticipant's nonforfeitable account balance as so determined is $1,000 or less, the Plan shall immediately 
distribute the participant's entire nonforfeitable account balance." 

IN WITNESS WHEREOF, Cinergy Corp. has caused this Amendment to be executed and approved by ils duly authorized 
officer. 

By: Is/ Timothy J. Verhaeen 
Timothy J. Vcrhagen 
Vice President of Human Resources 

Date: December 17.2004 
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Adopted pursuant to resolutions of the Cinergy Corp. 

Benefits Committee on December 17. 2004 

AMENDMENT TO THE 

CINERGY CORP. UNION EMPLOYEES' SAVINGS INCENTIVE PLAN 

The Cinergy Corp. IJnion Employees' Savings Incentive Plan, as amended and restated effective January 1, 200.3, is hereby 
amended, effective as of January 1, 2005 or such other date specified below. 

Ex~lanation of Amendment 

The amendment (i) provides that those employees whose terms of employment are governed by the collective bargaining agreement 
with the International Brotherhood 01 Electrical Workers L,ocal Union 1347 will be permitted to make pre-tax and after-tax 
contributions from overtime pay. ( i i )  clarifies that nonresident aliens with no United States source income are not eligible to 
participate in the Plan, (iii) clarifies that the portion of the Plan that benefits employees whose terms of employment are governed by 
the collective bargaining agreement with the International Brotherhood ot Electrical Workers L,ocal Union 1347 will no longer be a 
"401(k) safe harbor" plan after December 31,2004, (iv) clarilies the Plan's disability provisions, (v) reduces the amount to which an 
involuntary cash-out applies fsom $5,000 to $1,000 and provides that such determination shall be made after talcing into account 
rollover contributions and (vi) clarifies the Plan's ERISA Section 404(c) provisions 

Amendment 

(a) Section 2.l(k) of the Plan is hereby amended and restated in  its entirety to provide as follows: 

L'"C~mpen~ation" rneans- 

(1) for pi~rposes of Sections 4.1,4.2 and 4.3, the Employee's "base compensation"; 

(2) for purposes of Section 4.4, "compensation" as defined in Section 414(s) of the Code; and 

(3) for purposes of Sections 2. l (w) and 4.6, "compensation" as defined in Section 41 5(c)(3) of the Code. 

The following provisions shall apply for purposes of determining an Employee's "base compensation". 

(A) For Employees whose terms of employment are not governed by the collective bargaining agreement with the 
International Brotherhood of Electrical Workers Local Union 1347, "base compensation" means the Employee's 
base rate of 





pay, exclusive of any allowances, premiums, bonuses, overtime pay, or other forms or types of compensation, for 
the applicable period. 

(B) For Employees whose terms of elnployment are governed by the collective bargaining agreement with the 
International Brotherhood of Electrical Workers L,ocal Union 1347, "base compensation" means (iJ for purposes 
of Sections 4.1 and 4.2, the sum of the Employee's base rate of pay and overtime pay, exclusive of any allowances, 
premiurns, bonuses, or other forms or types of compensation, for the applicable period and (ii) for purposes of 
Section 4 3,  the Employee's base rate of pay, exclusive of any allowances, premiums, bonuses, overtime pay, or 
other forms or types of compensation, for the applicable period. 

( c )  For Employees paid on an hourly basis, the "base rate of pay" means the Employee's hourly base rate of pay 
multiplied by the Employee's hours worked during the applicable period. 

(D) For all Employees, "base compensation" shall be determined prior to any reductions for Deferred Compensation 
Contributions and other elective contributions made by the Employer on the Employee's behalf during or for the 
Plan Year that are not includable in gross income under Section 125 of the Code, Section 402(e)(3) of the Code, 
Section 402(h) of the Code, Section 403(b) of the Code or, lor Plan Years beginning on or after January 1, 2001, 
Section 132(r) of the Code. 

The Compensation of each Employee that may be taken into account under the Plan for a Plan Year will not exceed 
$210,000 (as adjusted by the Secretary of the Treasury pursuant to Section 401 (a)(17) of the Code). For purposes of this 
Subsection 2.I(k), Compensation shall include any elective amounts that are not includible in the gross income of the 
employee by reason of Section 132(f)(4) of the Code." 

(b) Section 2.1(0) of the Plan is hereby amended and restated in its entirety to provide as follows: 

"Eligible Employee" means an Employee on the payroll of an Employer who has attained age 18 and whose terms and 
conditions of ernployment are governed by a collective bargaining agreement that provides for participation in the Plan. 
provided, however, that an "Eligible Employee" shall not include ( I )  a "leased employee" (as defined in Section 3..3), (2) an 
indivitfual who is classified by the Employer as a summer laborer or a summer employee and (3) an individual who is a 
nonresident alien and who receives no earned income (within the meaning of Section 91 I (d)(2) of the Code) from an 
Employer which constitutes income from sources within the United States (within the meaning of Section 861(a)(3) of the 
Code)." 

(c) Section 4.9(a) of the Plan is hereby amended and restated in its entirety to provide as follows: 



"Except for the portion of the Plan that benefits those Ernployees whose terms of employment are goverried by the 
collective bargaining agreement with the lnterriational Brotherhood of Electrical Workers Local Union 1347, the Plan is 
intended to satisfy the actual deferral percentage test contained in Section 4.4(b) of the Plan and, with respect to 
Employer Matching Contributions, the actual contribution percentage test contained in Section 4.4(c) of the Plan, ( 
respectively, by meeting the requirements of the design-based safe harbors contained in Section 401 (k)(12) arid 
401 (m)(11) of the Code. Sections 4.9(b) and 4.9(c) shall not apply to those Employees who are covered by the collective 
bargaining agreement with the International Brotherhood of Electrical Workers Local Union 1347." 

(d) The first sentence of Section 5.3 of the Plan is hereby amended and restated in its entirety to provide as follows: 

"Upon a Member's terminatioo of employment for any reason, including retirement or death, or upon a Member's Disability, 
the Member's Profit Sharing Account shall be distributablc as provided in Article 6." 

(e) The first sentence of Section 6.1 of the Plan is hereby amended and restated in its entirety to provide as follows: 

"Upon a Mcrnber's termination of employment for any reason, including retirement or death, or upon a Member's Disability, 
the vested amount of the Member's Account will be distributable to the Member, or to the Member's Beneficiary in case of 
the Member's death." 

( f) Effective with respect to distributions on or after March 28. 2005, Section 6.2(b) of the Plan is hereby amended and restated 
in its entirety to provide as follows: 

"If the vested portion of the Member's Account to be distributed pursuant to Section 6.1 does not exceed $1,000, then the distribution 
will be made as soon as practicable following termination of employment. If the value of the vested portion of the Mernber's Account 
exceeds $1,000, then the distribution will be made as of any Valuation Date elected by the Member, subject to (a) through (g)." 

(g) Effective with respect to distributions on or after March 28,2005, the first sentence of the second paragraph of Section 
6.3(c) of the Plan is hereby amended and restated in its entirety to provide as follows: 

"If a Member dies prior to commencement of' distribution of his Account, and the value of the vested portion of his Account balance 
exceeds $1,000, the Member's Beneficiary may elect to receive distribution of the vested portion of the Member's Account in a lump 
sum or in annual installments over a period not exceeding the greater of ten years or the Beneficiary's life expectancy as of the date 
payments commence." 

(1.1) Section 7.3 of the Plan is hereby amended by adding the following at the end thereof 



"(d) ERISA Section 404(c). The Plan is intended to be an "ERISA Section 404(c) plan" as defined in Department of 
Labor Regulations Section 2550.404~-1 (b). Pursuant to Department of Labor Regulations Section 
2550.404~-1 (d)(2)(ii)(E)(4)(viii), the Benefits Committee shall be the fiduciary that shall ensure that (i) sufficient 
procedures are in place so that infor~nation reladng to the purchase, holding and sale of Cinergy Stock, and the 
exercise of voting. tender and similar rights with respect to such securities by Members and Beneficiaries, is 
maintained in accoldance with procedures which are designed to safeguard the confidentiality of such information, 
except to the extent necessary to comply with federal laws or state laws not preempted by ERISA, (ii) such 
procedures are being followed and (iii) an independent fiduciary has been appointed to carry out activities relating 
to any situations which the Benefits Committee determines involve a potential for undue employer influence upon 
Members and Beneficiaries with regard to the direct or indirect exercise of shareholder rights." 

(i) Effective with respect to distributions on or after March 28, 2005, Paragraph 2 of Section 5 of the Addendurn to the Plan is 
hereby amended and restated in its entirety to provide as follows: 

"2. Rollovers Included in Determining Value of Account Balance for Involuntasy Distributions. For purposes of Subsection 
6.2 of the Plan, the value of a participant's rlonforfcitable account balance shall be determined afier taking into account that 
poition of the account balance that is attributable to rollover contributions (and earnings allocable thereto) within the 
meaning of Sections 402(c), 403(a)(4), 403(b)(8), 408(d)(3)(A)(ii). and 457(e)(16) of the Code. If the value of the 
participant's nonforfeitable account balance as so determined is $1,000 or less, the Plan shall ilnmediately distribute the 
participant's entire nonforfeitable account balance." 

IN WITNESS WHEREOF, Cinergy Corp. has caused this Amendment to be executed and approved by its duly authorized 
officer. 

By: Is1 Timothy J. Verhaeen 
Timothy J. Verhagen 
Vice President of Human Resources 

Date: December 17.2004 



AMENDMENT TO THE 

CINERGY CORP. EXCESS PENSION PLAN 

Exhibit l0.uuu 

i 

'The Cinergy Corp. Excess Pension Plan, as amended and restated effective as of January 1, 1998 and as further amended 
from time to time (the "Plan"), is hercby amended effective as of January 1, 2005. 

(1) Ex~ianation of Amendment 

The Plan is amended to provide that a Participant's benefit under the Plan, if  any, shall be determined without taking into 
account the provision of the Cinergy Corp. Non-Union Employees' Pension Plan which providcs that, in  the event the 
Participant's highest average annual earnings occurs other than during his last 36 months of participation, the Participant's 
highest average earnings shall be calculated as if the accrued vacation pay, if any, that was received by the Participant was 
received during the last month that occurs during the period that is used for purposes of determining the Participant's highest 
average earnings. 

(2) Amendment 

Section 1.22 of the Plan is hereby by adding the following to the end thereof: 

"Notwithstanding the foregoing, a Participant's benefit under the Plan shall be calculated without taking into account the 
provision in Cinergy's Pension Plan which provides that, in the event the Participant's highest average annual Earnings (as 
defined in Cinergy's Pension Plan) occurs other than during his last 36 months of Participation (as defined in Cinergy's 
Pension Plan), the Participant's Highest Average Earnings (as defined in Cinergy's Pension Plan) shall be calculated as if the 
Accrued Vacation Pay (as defined in Cinergy's Pension Plan), if any, that was received by the Participant was received 
during the last month that occurs during the period that is used for purposes of determining the Participant's Highest Average 
Earnings (as defined in Cinergy's Pension Plan)." 

IN WITNESS WHEREOF, Cinergy Corp. has caused this Amendment to be executed and approved by its duly authorized officer as 
ofthe date set forth above. 

By: Is/ Timothy J. Verhagen 
1 21 17/04 
Timothy J. Verhagen 
Vice President of Human Resources 



Exhibit l0.cccc 

Summarv Sheet of Comnensation Arrangement Between Ciner~v Corp. and its 
Non-Emnlovee Directors 

Effective January 1, 2005, the fees paid to the non-employee Directors of the Cinergy Corp. Board of Directors will consist of: 

Type of Fee 

Annual Board Retainer 
Annual Committee Retainer 
Annual Committee Chair Retainer 
Annual Lead Director Retainer 
Board Meeting Attendance 
Committee Meeting Attendance 
Annual Equity Award 

Amount 

$60,000 (payable 50% each in cash and stock) 
$ 8.500 
$ 8,500 
$5,000 
$2,000 ($1,250 if attended by conference call) 
$2,000 ($1,250 if attended by conftrence call) 
450 units of Cinergy common stock 

In addition, when a non-employee Director is first elected to the Board, he or she is granted a non-qualified stock option to purchase 
12,500 shares of Cinergy common stock. Cinergy also reimburses all non-employee Directors for expenses incurred to attend and 
participate at Board and Committee meetings. 



Exhibit 21 

Subsidiarv Listing 

As of December 31, 2004, the following is a listing of the subsidiaries ot each registrant in which Cinergy Corp. has a greater than 
1070 ownership interest in and their state or. country of incorporation or organization indented to show degree of remoteness from 
regist~ant. 

State or Country of 
Name of Company Organization or 
lIndentation indicates subsidiarv relationshiv) Incorvoration 

Cinergy Corp. (1) Delaware 

Cinergy Services, Inc. Delaware 

CC Funding Trust I Delaware 

CC Funding Trust I1 Delaware 

Cinergy Receivables Company LLC Delaware 

Cinergy Risk Solutions Ltd. Vermont 

The Cincinnati Gas & Electric Company (1  
Cinergy Power Investments, Inc. 
The Union Light, Heat and Power Company (1) 
Tri-State Improvement Company 
Miami Power Corporation 
KO Transmission Company 

PSI Energy, Inc. ( 1 )  
South Construction Company, Inc. 

Cinergy Investments, Inc. 
Cinergy --Cadence, Inc. 

Cadence Network. Inc. 
Cinergy Capital & Trading, Inc. 

Brownsville Power I. LLC 
Calcdonia Power I, LLC 
CinPower I, LLC 
Cinergy Canada, Inc. 
Cinergy Climate Change Investments, LLC 
Cinergy Limited Holdings, LLC 

Cinergy Marketing & Trading, L P  
Ohio River Valley Propane, LLC 

Cinergy General Holdings, LLC 
Cinergy Mexico Limited, LLC 

Cinergy Mexico Holdings, L.P. 
Cinergy Mexico Marketing & Trading, LLC 

Cinergy Mexico General, LLC 
Cinergy Retail Power Limited, Inc. 

Cinergy Retail Power, L.P. 
Cinergy Retail Power General, Inc. 
Cinergy Retail Sales, LLC 
CinFuel Resources, Inc. 
LH1, LLC 

Ohio 
Ohio 
Kentucky 
Ohio 
Indiana 
Kentucky 

Indiana 
Indiana 

Delaware 
Indiana 
Delaware 
Indiana 
Delaware 
Delaware 
Delaware 
Canada 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Texas 
Delaware 
Delaware 
Delaware 

(1) Companies indicated are registrants with the Securities and Exchange Commission. 





Name of Company 
{Indentation indicates subsidiary relationship) 

Oak Mountain Products, LLC 
Cinergy 'Transportation, LLC 
SYNCAP 11, LLC 

Cinergy Telecommunications Holding Company, Inc. 
Q-Comm Corporation 

QCC, Inc. 
Cinergy Communications Company 
Cinergy MetroNet, Inc. 
Kentucky Data Link, Inc. 

Chattanooga Data Link, Inc. 
Cincinnati Data Link. Inc. 
Cinergy Telecommunication Networks - Indiana, Inc. 
Cinergy Telecommunication Networks - Ohio, Inc. 
Indianapolis Data Link, Inc. 
KDI, Holdings, LLC 
Knoxville Data Link, Inc. 
Lexington Data Link, Inc. 
Louisville Data Link, Inc. 
Memphis Data Link, Inc. 
Nashville Data Link, Inc. 

Lattice Communications, LLC 
LB Tower Company, LLC 

Cinergy Engineering, Inc. 
Cinergy-Centrus, Inc. 
Cinergy-Centrus Communications, Inc. 
Cinergy Solutions Holding Company, Inc. 

3036243 Nova Scotia Company 
Cinergy Solutions Limited Partnership 

3075959 Nova Scotia Company 
1388368 Ontario Inc. 
Cinergy Solutions - Demand, Inc. 

Cinergy Solutions - Demand, Ltd. 
Keen Rose Technology Group Limited 
Optimira Controls, Inc. 

Cinergy EPCOM College Park, LLC 
Cinergy Solutions, Inc. 

BSPE Holdings, LLC 
BSPE Limited, LLC 

BSPE, L.P. 
BSPE General, LLC 

Cinergy Energy Solutions, Inc. 
U.S. Energy Biogas Corp. 

Biogas Financial Corporation 
ZFC Energy Inc. 

Power Generation (Suffolk), Inc. 
Suffolk Energy Partners, L.P. 

Suffolk Biogas, Inc. 
Lafayette Energy Partners, L.P. 
Taylor Energy Partners, L.P. 

Resources Generating Systems, Inc. 
Hoffman Road Energy Partners, LLC 
Illinois Electrical Generation Partners, L.P. 

Zapco Illinois Energy, Inc. 
Avon Energy Partners, L.L.C. 
Devonshire Power Partners, L.L.C. 
Riverside Resource Recovery, L.L.C. 

Illinois Electrical Generation Partners I1 L.P. 

State or Country of 
Organization or 
Incorporation 

Delaware 
I 

Delaware 
Delawarc 
Delaware 
Nevada 
Nevada 
Kentucky 
Indiana 
Kentucky 
Tennessee 
Ohio 
Indiana 
Ohio 
Indiana 
Delaware 
Tennessee 
Kentucky 
Kentucky 
Tennessee 
Tennessee 
Delaware 
Delaware 
Ohio 
Delaware 
Delaware 
Delaware 
Canada 
Canada 
Canada 
Canada 
Delaware 
Canada 
Canada 
Canada 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Texas 
Delaware 
Delaware 
Connecticut 
Delaware 
Delaware 
Virginia 
Delaware 
New Jersey 
Pennsylvania 
New York 
Delaware 
Delaware 
Delaware 
Illinois 
Illinois 
Illinois 1 
Delaware 



State or Country of 
Name of Company Organization or 
lIndentation indicates subsidiarv relationship) Incorporation 

BMC Energy, LL,C 
Brookhaven Energy Partners. LL.C 
Countryside Genco, L.L.C. 
Morris Genco, L.L..C. 

Brickyard Energy Partners, L,LC 
Dixon/L,ee Energy Partners, LL,C 
Roxanna Resource Recovery L.L.C. 
Streator Energy Partners. LLC 
Upper Rock Energy Partners, L.LC 

Barre Energy Partners, L..P. 
Biomass New Jersey, L,.L.C. 
Brown County Energy ~ssociates, L,LC 
B~~rlington Energy, Inc. 
Cape May Energy Associates, L.P. 
Dunbaston Energy Partners, L,imited Partnership 
Garland Energy Development, LLC 
Oceanside Energy Inc. 
Onondaga Energy Partners. L..P. 
Oyster Bay Energy Partners, L,.P. 
Smithtown Energy Partners, L.P. 
Springfield Energy Associates, Limited Partnership 
Suffolk Transmission Partner, L..P. 
Tucson Energy Partners LP 
Zapco Broome Nanticoke Corp. 
Zapco Development Corporation 
Zapco Energy Tactics Corporation 
Zapco Readville Cogeneration, Inc. 
Z,FC Royalty Partners, A Connecticut L.imited Partnership 
ZMG, Inc. 

Cinergy GASCO Solutions, L,LC 
Countryside Landfill Gasco, L.L.C. 
Morris Gasco, L.L,.C. 
Brown County Landfill Gas Associates, L.P. 

Cinergy Solutions of Monaca, L,LC 
Cinergy Solutions of Narrows, LLC 
Cinergy Solutions of Rock Hill. LLC 
Cinergy Solutions of San Diego, Inc. 
Cinergy Solutions of South Charleston, LLC 
Cinergy Solutions of St. Bernard, LdL.C 
Cinergy Solutions O&M, L,L,C 
Cinergy Solutions Operating Services ol' Delta Township, LL,C 
Cinergy Solutions Operating Services oS Lansing, LL.C 
Cinergy Solutions Operating Services of Shreveport, L.LC 
Cinergy Solutions Operating Services of Oklahoma, L,LC 
Cinergy Solutions of Philadelphia, LL;C 
Cinergy Solutions Partners, LLC 

CST Limited, LLC 
CST Green Power, L.P. 

Green Power Holdings, LLC 
Green Power Limited, LLC 

South Houston Green Power, L.P. 
Green Power G.P., L,L.C 

CST General, LLC 
CSGP of Southeast Texas, LLC 
CSGP Limited, IdLC 

CSGP Services, L..P. 
CSGP General, LLC 

Delawarc 
Ncw York 
Delawaic 
Dclawarc 
Delaware 
Delaware 
Illinois 
Delaware 
Delaware 
Delaware 
New Jersey 
Delawasc 
Vermont 
Delaware 
New Hampshire . 
Delaware 
New York 
New York 
New York 
New York 
Vermont 
Delaware 
Delaware 
New York 
Delaware 
Delaware 
Delaware 
Connecticut 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Texas 
Texas 
Delaware 
Delaware 
Delaware 
Texas 



State or Country of 
Name of Company Organization or 
(Indentation irldicates subsidiary relationship) Incor~oration 

I 
Lansing Grand River Utilitics, LLC Dclawarc 
Oklahoma Arcadian Utilities, LLC Delawale 
Shrcvcport Rcd River Utilities, LLC Delaware 

Cinc~gy Solutions of Tuscola, Inc. Delaware 
Delta Township Utilities, LLC Delawarc 
Dclta Township Utilities 11, LLC Delaware 
Energy Equipment Leasing LLC Delaware 
Tsigen-Cinergy Solutiorls LLC Delaware 
Trigen-Cinergy Solutions of Ashtabuia LLC Delaware 
Cinergy Solutions of Boca Raton, LLC Delaware 
Cinergy Solutions of Cincinnati, LLC Ohio 
Cinergy Solutions - Utility, Inc. Delaware 
Trigen-Cinergy Solutions of Lansing LLC Delaware 

TtigenICinergy-USFOS of Lansing LLC Delaware 
Trigen-Cinergy Solutions of Orlando LLC Delaware 
Trigen-Cinesgy Solutions of Owings Mills LLC Delaware 
Trigen-Cinergy Solutions of Owings Mills Energy Equipment Leasing, LLC Delaware 
Trigen-Cinergy Solutions of Rochester LLC Delaware 
Trigen-Cinergy Solutions of Silver Grove LLC Delaware 
Cinergy Solutions of St. Paul, LLC Delaware 

Environmental Wood Supply, LLC Minnesota 
St. Paul Cogeneration LLC Minnesota 

Trigen-Cinergy Solutions of Tuscola, LLC Delaware 
Cinergy Supply Network, Inc. Delaware 

Reliant Services, LLC Indiana 
MP Acquisitions Corp., Inc. Indiana 

Miller Pipeline Corporation Indiana 
Fiber Link, LLC Indiana 

Cinergy 'rechnology, Inc. Indiana 

Cinergy Global Resources, Inc. 
Cinergy UK, Inc. 
Cinergy Global Power, Inc. 

CGP Global Greece Holdings, SA 
Attiki Denmark ApS 

Attiki Gas Supply Company SA 
Cinergy Global Ely, Inc. 

EPR Ely Power Limited 
EPR Ely Limited 

Ely Power Limited 
Anglian Straw Limitcd 

Anglian Ash Limited 
Cinergy Global Power Services Limited 
Cinergy Global Power (UK) Limited 

Cinergy Global Trading Limited 
Cinergy Trading and Marketing Limited 
Commercial Electricity Supplies Limited 
Cinergy Renewable Trading Limited 
UK Electric Power Limited 
Cinergy Global Power Iberia, S.A. 

Cinergy Global Holdings, Inc. 
Cinergy Holdings B.V. 

Cinergetika U/L a.s. 
Cinergy Zambia B.V. 

Copperbelt Energy Corporation PLC 
Power Sports Limited 

Moravske Teplarny a.s. 

Delaware 
Delaware 
Delaware 
Greece 
Denmark 
Greece 
Delaware 
England 
England 
England 
England 
England 
England 
England 
England 
England & Wales 
England 
England 
England 
Spain 
Delaware 
The Netherlands 
Czech Republic 
The Netherlands 
Republic of Zambia 
Republic of Zambia 
Czech Republic 



State or Country of 
Name of Company Organization or 
andentation indicates subsidiarv relationship) Incorporation 

Cinergy Global (Cayman) Holdings, Inc. 
Cinergy Global Hydrocarbons Pakistan 
Cinergy Global Tsavo Power 

IPS-Cinergy Power Limited 
Tsavo Power Company Limited 

Cinergy MPI V, Inc. 
event Resources Overseas I, LLC 
Midlands Hydrocarbons (Bangladesh) Limited 
Cinergy Global Power Africa (Proprietary) L,imited 

CinTec L,LIC 
CinTec I LLC 

event Resources I LLC 
event Resources Holdings L,L,C 

CinTec I1 LLC 

Cinergy Technologies, Inc. 
Cinergy Broadband, LLC 

CCB Communications, LLC 
CCB Indiana. LLC 
CCB Kentucky, LLC 
CCB Ohio, L.L,C 

Access Broadband, LLC 
Cinergy Ventures, LLC 

Configured Energy Systems, Inc. 
Current Communications Group, L,LC 
Maximum Performance Group, Inc. 

Cinergy Ventures 11, LLC 
Catalytic Solutions, Inc. 
Electric City COIF. 

Cinergy e-Supply Network. LLC 
Cinergy One, Inc. 
Cinergy Two, Inc. 

Cinergy Wholesale Energy, Inc. 
Cinergy Power Generation Services, L.LC 
Cinergy Origination & Trade, LL,C 

Cinergy Foundation, Inc. 

Cayman Islands 
Cayman Islands 
Cayman Islands 
Kenya 
Kenya 
Cayman Islands 
Delaware 
England 
South Africa 

Delaware 
Delaware 
Delaware 
Delaware 
Delaware 

Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
California 
Delaware 
Delaware 
Delaware 
Delaware 

Ohio 
Delaware 
Delaware 

Indiana 



Exhibit 23 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the inco~poration by reference in Cinelgy Corp. '~ Registration Statement Nos. 33-55267, 33-55713, 33-56089, 
33-56093,33-56095,333-5 1484,333-83461,333-83467,333-72898,333-72900,333-72902,333-8 1770,333-101 707 and 
333-102515 of our reports dated February 11,2005 relating to the financial statements (which expIesses an unqualified opinion on the 
Company's consolidated financial statements and includes an explanato~y paragraph referring to the Company's change effective in 
January 1,2003 in its accounting method for asset retirement obligations; change erlective January 1, 2003 in its accounting for stock 
based compensation; and change effective July 1, 2003 in its accounting for the consolidation of variable interest entities) and 
manage~nent's report on the effectiveness of internal control over financial reporting appearing in this Annual Report on Form 10-K 
of Cincrgy Corp. for the year ended December 31,2004. 

IS/ Deloitte & Touche LLP 
Deloitte & Touche LLP 
Cincinnati, Ohio 
February 25,2005 



CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference in The Cincinnati Gas & Elect~ic Company's Registration Statement No. 333-1 12574 of 
our report dated February 11, 2005 (which expresses an unqualified opinion on the Company's consolidated financial statements and 
includes an explanatory paragraph referring to the Company's change effective in January 1, 2003 in its accounting method for asset 
~etircment obligations), appearing in this Annual Report on Form 10-K of The Cincinnati Gas & Electric Company f o ~  the year ended 
December 3 1.2004. 

IS/ Deloitte & Touche LLP 
Deloitte & Touche LLP 
Cincinnati, Ohio 
February 25, 2005 



CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorpolation by reference in PSI Energy, Iric.'s Registration Statement No. 333-103304 of our leport dated 
February 11, 2005 (which expresses an unqualified opinion on the Cornpany's consolidated financial statements and includes an 
explanatory paragraph referring to the Company's change effective in January 1, 2003 in its accounting method for asskt retirement 
obligations), appearing in this Annual Report on Form 10-IS of PSI Energy, Inc. lor the year ended Decernber 31, 2004. 

IS/ Deloitte & Touche LLP 
Deloitte & Touche LLP 
Cincinnati, Ohio 
February 25, 2005 



CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We consent to the incorporation by reference in The Union L,ight, Heat and Power Company's Registration Statement Nos. 
333-1 19120 and 33-40245 of our report dated February 11,2005 (which expresses an unqualified opinion on the Company's 
financial statements and includes an explanatory paragraph referring to the Company's change efcective in January 1, 2003 in its 
accounting method for asset retirement obligations), appearing in this Annual Report on Forrn 10-K of The Union Light, Heat and 
Powcr Company for the year ended December 31,2004. 

IS/ Deloitte & Touche LLP 
Deloitte &. Touche L,L,P 
Cincinnati, Ohio 
February 25, 2005 



Exhibit 24 

POWER OF ATTORNEY 

KNOW ALL BY 'THESE PRESENTS, that the undersigned hereby constitutes and appoints James E. Rogers and James L. 
Turner, or either of them with full power to act without the other, the undersigned's true and lawful attorneys-in-fact and agents, with 
full power of substitution and resubstitution, to execute for and on behalf of the undersigned, in the undersigned's capacity as a 
director of Cinergy C o p ,  the Cinesgy Corp. Annual Report on Form 10-K for the fiscal year ended December 3 1,2004, and to file 
the signed Form 10-K with the Securities and Exchange Commission. 

The undersigned does hereby ratify and confirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hereof. 

IN WITNESS WHEREOF. the undersigned has hereunto caused this Power of Attorney to be executed on this 18th day of 
February, 2005. 

IS/ Michael G. 
Browning 
Michael G. Browning 



POWER OF ATTORNEY 

KNOW AL,L BY THESE PRESENTS, that the undersigned hereby constitutes and appoints James E. Rogers and James L. 
Turnel, or either of thein with full power to act without the other, the undersigned's true and lawful attorneys-in-fact and agents, with 
St111 power of substitution and resubstitution, to cxecute for and on behalf of the undersigned, in  the undersigned's capacity as a 
director oi Cinergy Corp., the Cinergy Corp. Annual Report on Form 10-K for the fiscal year ended Deccmbel 31,2004, and to file 
the signed Form 10-K with the Securities and Exchange Commission. 

The undersigned does hereby ratify and confirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hereof. 

IN WITNESS WHEREOF. the undersigned has hereunto caused this Power of Attorney to bc executed on this 25th day of 
February, 200.5. 

IS/ Phillip R. 
Cox 
Phillip R. Cox 



POWER OF ATTORNEY 

KNOW ALL BY THESE PRESENTS, that the undersigned hereby constitutes and appoints J a m s  E. Rogers and James L. 
Turner, or either of them with full power to act without the other, the undersigned's true and lawful attorneys-in-fact and agents, with 
full power of st~bstitution and resubstitution, to execute for and on behalf of the undersigned, in the undersigned's capacity as a 
director of'Cinergy Corp., the Cinergy Corp. Annual Report on Form 10-K for the fiscal year ended December 31,2004, and to file 
the signed Form 10-K wit11 the Securities and Exchange Commission. 

The undc~signed does hereby ratify and confirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hereof: 

IN WITNESS WHEREOF, the undersigned has hereunto caused this Power of Attorney to be executed on this 18th day of' 
February, 2005. 

IS/ George C. 
Juilfs 
George C. Juilfs 



POWER OF ATTORNEY 

KNOW AL.L, BY THESE PRESENTS. that the undersigned hereby constitutes and appoints Jalnes E. Rogers and James L. 
Turner, or either of them with full power to act without the other, the undersigned's true and lawful attorneys-in-fact and agents, with 
lull power of substitution and resubstitution, to execute for and on behalf of the undersigned, in the unclcrsigned's capacity as a 
director of Cinergy Corp., the Cinergy Corp. Annual Report on Form 10-K lor the fiscal year ended L)ecember 31,2004, and to file 
the signed Form 10-K with the Securities and Exchange Commission. 

The undersigned does hereby ratify and confirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hereof. 

IN WITNESS WHEIEOF. the undersigned has hereunto causetl this Power of Attorney to be executed on this 18th day of 
February, 2005. 

IS/ Thomas E. 
Petry 
Thomas E. Petry 



POWER OF ATTORNEY 

KNOW ALL BY THESE PRESENTS, that the undersigned hereby constitutes and appoints James E. Rogers and James L. 
Turner, or either of'them with full power to act without the other, the undersigned's true and lawful attorneys-in-fact and agents, with 
full power of substitution and resubstitution, to execute li)r and on behalf of the undersigned, in the undersigned's capacity as a 
director of Cinergy Corp., the Cinergy Corp. Annual Report on Form 10-K for the fiscal year ended December 31,2004, and to file 
the signed Form 10-K with the Securities and Exchange Commission. 

The undersigned docs hereby ratifj, and confilm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hereof. 

IN WITNESS WHEREOF, the undersigned has hereunto caused this Power of Attorney to be executed on this 18th day of 
February, 2005. 

IS/ Mary L. 
Schapiro 
Mary L. Schapiro 



POWER OF ATTORNEY 

KNOW AL,L, BY THESE PRESENTS, that the undersigned hereby constitutes and appoints James E. Rogers and James L,. 
Turner, or either of them with full power to act without the other, the undersigned's true and lawful attorneys-in-[act and agents, with 
full power of substitution and resubstitution, to execute for and on behalf of the undersigned, in the undersigned's capa'city as a 
director of Cinergy Corp., the Cinergy Corp. Annual Report on Form 10-K for the fiscal year ended Dccember 31,2004, and to file 
the signed Form 10-K with the Securities and Exchange Commission. 

Thc undersigned does hereby ratify and confirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hereof. 

IN WITNESS WHEREOF, the undersigned has hereunto caused this Power of Attorney to be executed on this 19th day of 
February, 2005. 

IS/ John J. Schiff, 

John J. Schiff, Jr. 

... ". ..,...,,. .. ,..,.----- .... " ".,.""--."" ..... ".-.",." """ ,........,.. " .,...~,....,.. "..".,,"" ,.,,.,......... " .......................... " ........................ " ,,,,,,,,,,,,,, 



POWER OF ATTORNEY 

I 

KNOW ALL BY THESE PRESENTS, that thc undersigned hereby constitutes and appoints James E. Rogers and James L. 
Turner, or either of them with full power to act without the other, the undersigned's truc and lawful attorneys-in-fact and agents, with 
full power of substitution and resubstitution, to execute for and on behalf of the undersigned, in thc undersigned's capacity as a 
director of Cincrgy Corp., the Cinergy Corp. Annual Report on Forrn 10-K for the fiscal year ended December 31, 2004, and to file 
thc signed Form 10-K w~th the Securities and Exchange Commission. 

'The undersigned does hereby ratify and confirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hereof. 

IN WITNESS WHEREOF, the undersigned has hereunto caused this Power of Attorney to be executed on this 25th day of 
February, 2005. 

IS/ Philip R. 
Sharp 
Philip R. Sharp 



POWER OF ATTORNEY 

KNOW ALL BY THESE PRESENTS, that the undersigned hereby constitutes and appoints James E. Rogers and James L.. 
Turner. or either of them with full power to act without the other, the undersigned's true and lawful attorneys-in-fact and agents, with 
full power of substitution and resubstitution, to execute for and on behalf ofthe undersigned, in the undersigned's capacity as a 
director of Cinergy Corp., the Cinergy Corp. Annual Report on Forin 10-K for the fiscal year ended Dccernber 3 1,2004. and to file 
thc signed Form 10-K with the Securities and Exchange Commission. 

The undersigned docs hereby ratify and confirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hereof. 

IN WITNESS WHEREOF, the undersigned has hereunto caused this Power of Attorney to be executed on this 25th day of 
February, 2005. 

IS/ Dudley S. 
Taft 
Dudley S. Taft 



POWER OF ATTORNEY 

KNOW ALL BY THESE PRESENTS, that the undersigned hereby constitutes and appoints James E. Rogers and James L. 
Turner, or either ofthem with full power to act without the other. the undersigned's true and lawful attorneys-in-fact and agents, with 
full power of' substitution and resubstitution, to execute for and on behalf" of the undersigned, in the undersigned's capakity as a 
director of' PSI Energy, Inc., the PSI Energy, Inc. Annual Report on Form 10-K for the fiscal year ended December 3 1,2004, and to 
file the signed Form 10-K with the Securities and Exchange Commission. 

The undersigned does hereby ratify and confirm all that said attorneys-in-f'act and agents, and each of them. shall lawfully 
do by virtue hereof. 

IN WITNESS WHEREOF, the undersigned has hereunto caused this Power of Attorney to be executed on this 18th day of 
February, 2005. 

IS/ Kay E. Pashos 
Kay E. Pashos 



POWER OF ATTORNEY 

KNOW AL.L BY THESE PRESENTS, that the undersigned hcreby constitutes and appoints James E. Rogers and James L,. 
Turner, 01 eithcl of them with full power to act without the other, the undersigned's truc and lawful attorneys-in-fact and agents, with 
full power of substitution and ~csubstitution, to cxecutc fol and on behalf of the undersigned, in the undersigned's capacity as a 
director of The Cincinnati Gas & Electric Company and The TJnion L,ight, Heat and Power Company, the Annual Report on Form 
10-K for each corporation for the fiscal year ended Dccember 31, 2004, and to file the signed Form 10-K with thc Securities and 
Exchange Commission. 

The undersigned does hereby ratify and confirm all that said attorneys-in-fact and agents, and each of them, shall lawfully 
do by virtue hereof. 

IN WITNESS WHEREOF, the undersigned has hereunto caused this Power of Attorney to be executed on this 18th day of 
February, 2005. 

IS/ Michael J. 
Cyrus 
Michael J. Cyrus 



Exhibit 31.a 

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER 

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I, James E. Rogers, certify that: 

1. I have reviewed this annual report on Form 10-K of Cinergy Corp., The Cincinnati Gas & Electric Company, PSI Energy, Inc., and 
The Union Light, Heat and Power Company; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrants as of, and for, the periods presented in 
this report; 

4. The registrants' other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange 
Act Rules 13a-15(f) and 1%-15(f)) for the registrants and have: 

a) Designed such disclosure controls and procedures. or caused such disclosure controls and procedures to be designed under 
our supervision, to ensure that material information relating to the registrants, including their consolidated subsidiaries, is 
made known to us by others within those entities, particularly during the period in which this report is being prepared; 

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

c) Evaluated the effectiveness of the registrants' disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
report based on such evaluation; and 

d) Disclosed in this report any change in the registrants' internal control over financial reporting that occurred during the 
registrants' most recent fiscal quarter (the registrants' fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, the registrants' internal control over financial reporting; and 

5. ?he registrants' other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financi: 
reporting, to the registrants' auditors and the audit committee of the registrants' board of directors (or persons performing the 
equivalent functions): 



a) All significant deficiencies and material weaknesses in the dcsign or operation of internal control over financial reporting 
which are reasonably likely to adversely affect the registrants' ability to record, process. summarize and report financial 
information; and 

b) Any fraud, whether or not material, that involves management or othcr employees who have a significant role in the 
registrants' internal control over financial reporting. 

Date: February 25, 2005 

IS/ James E. Roeers 
James E. Rogers 
Chief Executive Officer 



Exhibit 31.b 

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER 

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

I, James L. Turner, certifjl that: 

1.  I have reviewed this annual report on Form 10-K of Cinergy Corp.. The Cincinnati Gas & Electric Company, PSI Energy, Inc., and 
The Union Light, Heat and Power Conlpany; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrants as of, and for, the periods presented in 
this report; 

4. The registrants' other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange 
Act Rules 13a-15(f) and 15d-15(f)) for the registrants and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under 
our supervision, to ensure that material information relating to the registrants, including their consolidated subsidiaries, is 
made known to us by others within those entities, particularly during the period in which this report is being prepared; 

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

c) Evaluated the effectiveness of the registrants' disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
report based on such evaluation; and 

d) Disclosed in this report any change in the registrants' internal control over financial reporting that occurred during the 
registrants' most recent fiscal quarter (the registrants' fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, the registrants' internal control over financial reporting; and 

5. The registrants' other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrants' auditors and the audit committee of the registrants' board of directors (or persons performing the 
equivalent functions): 



a) All significant deficiencies and material weaknesses in the design or operation of inlernal control over financial reporting 
which are reasonably likely LO adversely affect the ~egistrants' ability to record, process, summarize and report financial 
information; and 

b) Any fraud, whether or not material, that involves management or other e~nployees who have a significant role in the 
registrants' internal control over financial reporting. 

Date: February 25, 2005 

IS/ James L. Turner 
Jarnes L. Turner 
Chief Financial Officer 



Exhibit 32.a 

CERTIFICATION PURSUANT '1'0 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Annual Repost of Cinergy Corp., Thc Cincinnati Gas & Electric Company, PSI Energy, Inc. and The Union 
Light, Heat and Powcr Company (the "Companies") on Form 10-K for the period ending December 3 1, 2004 as filed with the 
Securities and Exchange Commission on the date hereof (the "Report"), I, James E. Rogers, Chief Executive Officer of the 
Companies, certify, pursuant to 18 U.S.C. !j 1350, as adopted pursuant to $ 906 of the Sarbancs-Oxley Act of 2002, to the best of my 
knowledge and belief, that: 

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of 
operations of the Companies. 

Date: February 25, 2005 

1st James E. Rogers 
James E. Rogers 
Chief Executive Officer. 



Exhibit 32.b 

CERTIFICATION PIJRSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES--OXL,EY ACT OF 2002 

In connection with the Annual Report of Cinergy Corp., The Cincinnati Gas & Electric Company, PSI Energy, Inc. and The TJnion 
Light, Heat and Power Company (the "Companies") on FOI-111 10-K for the period ending December 3 1, 2004 as filed with the 
Securities and Exchange Co~nmission on the date hereof (the "Report"), I, James L,. Tulner, Chief Financial OSficer of the Companies, 
ce~tify. pursuant to 18 U.S.C. 3 1150, as adopted pursuant to 3 906 of the Sarbanes-Oxley Act of 2002, to the best of my knowledge 
and bclief, that: 

( 1 )  The Report Sully co~nplics with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

(2) The information contained in the Report fairly presents, in  all material respects, the financial condition and result of 
operations of the Companies. 

Date: February 25, 2005 

IS/ James L. Turner 
James I,. Turner 
Chief Financial Officer 
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