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Ms. Sara Kyle

Chairman

Tennessee Regulatory Authority

460 James Robertson Parkway

Nashville, TN 37243-0505

VIA UPS OVERNIGHT DELIVERY

October 9, 2007

RE: Petition of Kentucky Utilities Company for an Order Authorizing the
Issuance of Securities and the Assumption of Obligations
Docket No. 07-00156

Dear Ms. Kyle:

Pursuant to Finding No. 4 of the Commission’s Order in the aforementioned
proceeding, Kentucky Utilities Company (“KU”) hereby files an original and
thirteen (13) copies of all correspondence submitted to the Kentucky Public
Service Commission (“KPSC”) and the Virginia State Corporation Commission
(“VSCC”) under said Order.

On October 9, 2007, pursuant to the KPSC Order Authorizing the Issuance of
Securities and the Assumption of Obligations, a report setting forth the
provisions of KU’s multi-year revolving credit facility was provided.

Additionally, KU, d/b/a Old Dominion Power (“ODP”) filed pursuant to the

VSCC Order Authorizing the Issuance of Securities and the Assumption of
Obligations, a Preliminary Report of Action as stipulated in the order.
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Kentucky Utilities Company
State Regulation and Rates
220 West Main Street

PO Box 32010

Louisville, Kentucky 40232
www.eon-us.com

Rick E. Lovekamp

Manager - Regulatory Affairs
T 502-627-3780

F 502-627-3213

rick.lovekamp @eon-us.com



Ms. Sara Kyle
October 9, 2007

Attached are copies of all correspondence submitted to the KPSC and VSCC.
Please confirm your receipt of this information by placing the File Stamp of
your Office on the enclosed additional copy. Should you have any questions

regarding this transaction or this information, please contact me or Don Harris
at (502) 627-2021.

Sincerely,
) / -
Rick E. Lovekamp
cc:  Ron Jones — Tennessee Regulatory Authority
Pat Miller — Tennessee Regulatory Authority

Dan Arbough
Kendrick Riggs — Stoll - Keenon - Ogden
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BEFORE THE TENNESSEE REGULATORY AUTHORITY

NASHVILLE, TENNESSEE
September 13, 2007
IN RE: )
)
PETITION OF KENTUCKY UTILITIES COMPANY ) DOCKET NO.
FOR AN ORDER AUTHORIZING THE ISSUANCE OF ) 07-00156
SECURITIES AND THE ASSUMPTION OF OBLIGATIONS )

ORDER APPROVING FINANCING TRANSACTIONS

This matter came before Chairman Eddie Roberson, Director Sara Kyle, and Director Ron
Jones of the Tennessee Regulatory Authority (the “Authority” or “TRA™), the voting panel assigned
to this docket, at a regularly scheduled Authority Conference held on August 20, 2007 for
consideration of the Petirion for an order authorizing the issuance of securities and the assumption of
obligations filed on June 20, 2007 by Kentucky Utilities Company.

THE PETITION

Kentucky Utilities Company (“KU™) is a Kentucky and Virginia corporation that
provides retail electric service to five (5) customers in Tennessee, approximately 502,000
customers in 77 counties in Kentucky, and approximately 30,000 customers in southwest
Virginia. KU’s Petition requests authority to enter into one or more multi-year revolving credit
facilities (each a “Credit Facility” and collectively the “Credit Facilities”).

KU states that the aggregate maximum credit available under all Credit Facilities would
not exceed $35,000,000. Each individual draw of funds under a Credit Facility would be short-
term debt with a term not to exceed 364 days. However, a Credit Facility itself would be for a
term not to exceed tive (5) years. The terms goveming each Credit Facility would be the most

favorable that can be negotiated by KU with the respective bank. KU will negotiate terms for
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fees, such as commitment fees, as well as interest rates for funds borrowed under the Credit
Facility. Based upon current market conditions, KU expects that the interest rate for a Credit
Facility would not exceed 5.8%.

FINDINGS AND CONCLUSIONS

Tenn. Code Ann. § 65-4-109 (2004) states:

No public utility shall issue any stocks, stock certificates, bonds, debentures, or other
evidences of indebtedness payable in more than one (1) year from the date thereof,
until it shall have first obtained authority from the authority for such proposed issue.
It shall be the duty of the authority after hearing to approve any such proposed issue
maturing more than one (1) year from the date thereof upon being satisfied that the
proposed issue, sale and delivery is to be made in accordance with law and the
purpose of such be approved by the authority.

At a regularly scheduled Authority Conference held on August 20, 2007, the voting panel assigned

to this docket voted unanimously to approve the Petition after making the following findings:

1, the proposed financing transactions are subject to Authority approval pursuant to Tenn.

Code Ann. § 65-4-109 (2004),

2. the proposed financing transactions are being made in accordance with the laws
enforceable by the Authority,
3 the purposes of the above-described transactions are in the public interest, and

4. Kentucky Utilities Company shall be required to file with the Authority any
documentation that is required to be filed by the Kentucky Public Service Commission and the

Virginia State Corporation Commission.

1T IS THEREFORE ORDERED THAT:

L. The Petition of Kentucky Utilities Company for an order requesting authority to enter

into one or more multi-year revolving credit facilities with an aggregate maximum available credit of

$35,000,000 as discussed herein is approved.



¥

“>: John Wade Hendricks C5ID: 253-60%56 0971372007, 14:18, p 4

2. The authorization given hereby shall not be used by any party for the purpose of
inferring an analysis or assessment of the risks involved, and the decision is not intended to create

any liability on the part of the Tennessee Regulatory Authority, the State of Tennessee, or any

Cl (e

Eddie Roberson, Chairman

z/;/ C?

d Sara Kyle, Director

political subdivision thereof.

Ro es, Dirddtor
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Ms. Elizabeth O’Donnell

Executive Director

Kentucky Public Service Commission
211 Sower Boulevard

Frankfort, Kentucky 40602

October 9, 2007

RE: The Application of Kentucky Utilities Company for an Order
Authorizing the Issuance of Securities and the Assumption of
Obligations - Case No. 2007-00233

Dear Ms. O’Donnell:

Pursuant to the Commission’s Order, Ordering Paragraph No. 5, dated August
2, 2007, in the aforementioned proceeding, Kentucky Utilities Company
(“KU™) hereby files an original and three (3) copies of information related to an
issuance under said Order.

Effective June 22, 2007, KU entered into a 364 day credit facility with a
financial institution for $35 million. This agreement contained an option to
extend the facility to a multi-year facility upon receipt of regulatory approval.
Upon receipt of the order issued August 2, 2007 in the above-referenced case,
the expiration date of the credit facility was extended, effective September 20,
2007, to June 22, 2012. The details of the revised credit facility are shown

below:
Borrower: KU
Bank: U.S. Bank National Association
Commitment: $35,000,000
Implementation Date: 9/20/2007
Expiration Date: 6/22/2012
Commitment Fee (.05%): $17,500
Annual Facility Fee (.07%): $24,500

112

Kentucky Utilities Company
State Regulation and Rates
220 West Main Street

PO Box 32010

Louisville, Kentucky 40232
www.eon-us.com

Rick E. Lovekamp

Manager - Regulatory Affairs
T 502-627-3780

F 502-627-3213

rick.lovekamp @eon-us.com



Ms. Elizabeth O’Donnell
October 9, 2007

Please confirm your receipt of this information by placing the File Stamp of
your Office on the enclosed additional copy. Should you have any questions
regarding the information filed herewith, please contact Don Harris at (502)
627-2021 or myself.

Sincerely,

A =S S

Rick E. Lovekamp

cc:  Dan Arbough
Kendrick Riggs — Stoll - Keenon - Ogden
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:

THE APPLICATION OF KENTUCKY
UTILITIES COMPANY FOR AN ORDER
AUTHORIZING THE ISSUANCE OF
SECURITIES AND THE ASSUMPTION
OF OBLIGATIONS

CASE NO.
2007-00233

N Nt Nt “ut? s

ORDER

On June 13, 2007, Kentucky Utilities Company (“KU") filed an application for
authority to enter into one or more multi-year revolving credit facilities (“Facilities™) with
one or more financial institutions (“Institutions”). The aggregate maximum amount of
credit available under all Facilities would not exceed $35,000,000.

While each draw of funds would be short-term debt, with a term not to exceed
364 days, KU foresees entering into contracts with Institutions of up to 5 years. KU
expects market conditions to remain favorable for entrance into muiti-year Facilities;
hence, it is advantageous for KU to enter into the proposed long-term credit
arrangement(s) even though the debt under such arrangement(s) will be short term.
This situation would alleviate the time and costs of negotiation and renewal on an
annual basis during the term of the credit commitment.

KU would negotiate terms for fees as well as interest rates for funds borrowed.
Interest rate options would set rates at some spread in relation to such indices as the
Institutions’ prime rate, the Federal Funds Rate or the London Inter-Bank Offered Rate
(“LIBOR”), as well as provisions for converting from one interest rate to another. KU

believes that rates under a Facility would not exceed 5.8 percent or approximately 40



basis p oints above current LIBOR, bas ed on c urrent market conditions. KU does
expect rates to vary over the 5-year term of the credit commitment. KU also expects it
may be required to pay an initial fee to establish the Facility, as well as an ongoing
administrative fee to maintain the credit commitment. KU does not believe the initial fee
would exceed .05 percent of the Institution’s commitment, and the Administrative fee
wouid not exceed .07 percent annually.

KU’s variable rate external debt contains provisions whereby liquidity or credit
support may be provided by instruments such as the Facilities in question, thus making
the extermal long-term debt more marketable and eliminating the need for bond
insurance. It is expected that the Facilities would serve this function and, in such role,
funds would not necessarily be drawn. KU contends that it is possible that funds
associated with this line of credit could be used to finance the general costs of operation
or costs of construction programs, such as Trimble County Unit Two," until permanent
or long-term financing can be arranged. Borrowing under the Facilities would be used
to meet short-term financing needs as they arise, and KU does not assign specific
financing to any particular capital project or use, and does not project finance projects.

KU has not contacted any Institution to discuss proposals as of the date of its
application. KU may enter into one or more short-term Credit Facilities, for terms less
than one year, not requiring Commission approval. Such short-term Credit Facilities

could contain provisions giving the option of extension of the term of the short-term

' Case No. 2004-00507, The Joint Application of Louisville Gas and Electric
Company and Kentucky Utilities Company for a Certificate of Public Convenience and
Necessity and a Site Compatibility Certificate, for the Expansion of the Trimble County
Generating Station, Orders dated November 1, 2005 and November 9, 2005.

-2- Case No. 2007-00233



Facilities to a mult-year term, in the event that KU received approval necessary to enter
into the extension.

The Commission, having considered the evidence of record and being otherwise
sufficiently advised, finds that the proposed assumption of obligations in connection
therewith as set out in KU’s application should be approved and that the proposed
financing is for lawful objects within the corporate purposes of KU’s utility operations, is
necessary and appropriate for and consistent with the proper performance of its service
to the public, will not impair its ability to perform that service, is reasonably necessary
and appropriate for such purposes, and should therefore be approved.

IT IS THEREFORE ORDERED that:

1. KU is authorized to enter into one or more multi-year revolving Credit
Facilities with one or more financial institutions in an aggregate amount not to exceed
$35 million, as set forth in its application.

2. KU is authorized to execute, deliver and perform its obligations under the
agreements and documents as set out in the application, and to perform the
transactions contemplated by such agreements.

3. The proceeds from the transactions authorized herein shall be used only
for the lawful purposes set out in the application.

4, KU shall agree only to such terms and prices consistent with this Order.

5. KU shall, within 30 days from the entrance into any multi-year Credit
Facility, file with this Commission a statement setting forth the date or dates of
implementation of the Credit Facility, or of exercise of any extension option as well as all

fees and expenses.

-3- Case No. 2007-00024



Nothing contained herein shall be construed as a finding of value for any purpose
or as a warranty on the part of the Commonwealth of Kentucky or any agency thereof
as to the securities authorized herein.

Done at Frankfort, Kentucky, this 2™ day of August, 2007.

By the Cormmission

ATTEST:

Case No. 2007-00233
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Ms. Elizabeth O’Donnell Louisville Gas and Electric
Executive Director Company
Kentucky Public Service Commission State Regulation and Rates
211 Sower Boulevard 220 West Main Street

PO Box 32010
Frankfort, Kentucky 40602 Louisville, Kentucky 40232

www.eon-us.com

Rick E. Lovekamp
Manager - Regulatory Affairs
T 502-627-3780

October 9, 2007 F 502-627-3213

rick.lovekamp @eon-us.com

RE: The Application of Louisville Gas and Electric Company for an Order
Authorizing the Issuance of Securities and the Assumption of
Obligations - Case No. 2007-00232

Dear Ms. O’Donnell:

Pursuant to the Commission’s Order, Ordering Paragraph No. 5, dated August
2, 2007, in the aforementioned proceeding, Louisville Gas and Electric
Company (“LG&E”) hereby files an original and three (3) copies of
information related to an issuance under said Order. LG&E inadvertently
omitted filing this report within 30 days as stipulated in Ordering Paragraph No.
5 and apologizes for this oversight.

Effective June 22, 2007, LG & E entered into 364 day credit facilities with
three financial institutions for an aggregate amount of $125 million. These
agreements contained an option to extend the facilities to multi-year facilities
upon receipt of regulatory approval. Upon receipt of the order issued August 2,
2007 in the above-referenced case, the expiration date of the credit facilities
was extended, effective August 16, 2007, to June 22, 2012. The details of the
revised credit facilities are shown below:

Borrower: LG&E LG&E LG&E
Bank of

Bank: America Deutsche Bank WestLB
Commitment: $50,000,000 $25,000,000 $50,000,000
Implementation Date: 8/16/2007 8/16/2007 8/16/2007
Expiration Date: 6/22/2012 6/22/2012 6/22/2012
Commitment Fee (.05%): $25,000 $12,500 $25,000
Annual Facility Fee (.07%): $35,000 $17,500 $35,000

1]2



Ms. Elizabeth O’Donnell
October 9, 2007

Please confirm your receipt of this information by placing the File Stamp of
your Office on the enclosed additional copy. Should you have any questions
regarding the information filed herewith, please contact Don Harris at (502)
627-2021 or myself.

Sincerely,

Rick E. Lovekamp

cc:  Dan Arbough
Kendrick Riggs — Stoll - Keenon - Ogden
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COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:

THE APPLICATION OF LOUISVILLE
GAS AND ELECTRIC COMPANY FOR
AN ORDER AUTHORIZING THE
ISSUANCE OF SECURITIES AND THE
ASSUMPTION OF OBLIGATIONS

CASE NO.
2007-00232

ORDER

On June 13, 2007, Louisville Gas and Electric Company (‘LG&E”) filed an
application for authority to enter into one or more multi-year revolving credit facilities
(“Facility”) with one or more financial institutions (“Institution”). The aggregate maximum
amount of credit available under all Credit Facilities would not exceed $125,000,000.

While each draw of funds would be short-term debt, with a term not to exceed
364 days, LG&E foresees entering into contracts with Institutions of up to 5 years.
LG&E expects market conditions to remain favorable for entrance into multi-year Credit
Facilities; hence, it is advantageous for LG&E to enter into the proposed long-term
credit arrangement(s) even though the debt under such arrangement(s) will be short
term. This situation would alleviate the time and costs of negotiation and renewal on an
annual basis during the term of the credit commitment.

LG&E would negotiate terms for fees as well as interest rates for funds borrowed.
Interest rate options would set rates at some spread in relation to such indices as the
Institution’s prime rate, the Federal Funds Rate or the London Inter-Bank Offered Rate

(“LIBOR"), as well as provisions for converting from one interest rate to another. LG&E



believes that rates under a Facility would not exceed 5.8 percent or approximately 40
basis points above the current LIBOR, based on current market conditions. LG&E does
expect rates to vary over the 5-year term of the credit commitment. LG&E also expects
that it may be required to pay an initial fee to establish the Facility, as well as an
ongoing administrative fee to maintain the credit commitment. LG&E does not believe
the initial fee would exceed five basis points or .05 percent of the Institution’s
commitment, and the Administrative fee would not exceed seven basis points or .07
percent annually.

LG&E's variable rate external debt contains provisions whereby liquidity or credit
support may be provided by instruments such as the Facilities in question, thus making
the extemal long-term debt more marketable and eliminating the need for bond
insurance. It is expected that the Facilities would serve this function and, in such role,
funds would not necessarily be drawn. LG&E contends that it is possible that funds
associated with this line of credit could be used to finance the general costs of operation
or costs of construction programs, such as the construction of Trimble County Unit Two,
until permanent or long-term financing can be arranged. Borrowing under the Facilities
would be used to meet short-term financing needs as they arise, and LG&E does not
assign specific financing to any particular capital project or use, and does not project
finance projects.

LG&E had not contacted any Institution to discuss proposals as of the date of its
application. LG&E may enter into one or more short-term Credit Facilities, for terms
less than one year, not requiring Commission approval. Such short-term Credit

Facilities could contain provisions giving the option of extension of the term of the short-

-2- Case No. 2007-00232



term Facilities to a multi-year term, in the event that LG&E received approval necessary
to enter into the extension.

The Commission, having considered the evidence of record and being otherwise
sufficiently advised, finds that the proposed assumption of obligations in connection
therewith as set out in LG&E’s application should be approved and that the proposed
financing is for lawful objects within the corporate purposes of LG&E’s utility operations,
is necessary and appropriate for and consistent with the proper performance of its
service to the public, will not impair its ability to perform that service, is reasonably
necessary and appropriate for such purposes, and should therefore be approved.

IT IS THEREFORE ORDERED that:

1. LG&E is authorized to enter into one or more multi-year revolving Credit
Facilities with one or more financial institutions in an aggregate amount not to exceed
$125 million, as set forth in its application.

2. LG&E is authorized to execute, deliver and perform its obligations under
the agreements and documents as set out in the application, and to perform the
transactions contemplated by such agreements.

3. The proceeds from the transactions authorized herein shall be used only
for the lawful purposes set out in the application.

4, LG&E shall agree only to such terms and prices consistent with this Order.

5. LG&E shall, within 30 days from the entrance into any multi-year Credit
Facility, file with this Commission a statement setting forth the date or dates of
implementation of the Credit Facility, or of exercise of any extension option as well as all

fees and expenses.

-3- Case No. 2007-00232



Nothing contained herein shall be construed as a finding of value for any purpose
or as a warranty on the part of the Commmonwealth of Kentucky or any agency thereof
as to the securities authorized herein.

Done at Frankfort, Kentucky, this 2™ day of August, 2007.

By the Commission

ATTEST:

Execttive Director

Case No. 2007-00232
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Mr. Joel Peck, Clerk Oid Dominion Power

Virginia State Corporation Commission Company

Document Control Center State Regulation and Rates
00 East Main Street - Tyler Building 1F 220 West Main Street

1300 Eas © yler building PO Box 32010

Richmond, Virginia 23218 Louisville, Kentucky 40232
www.eon-us.com

VIA UPS OVERNIGHT DELIVERY

Rick E. Lovekamp
Manager - Regulatory Affairs

October 9, 2007 T 502-627-3780
F 502-627-3213

rick.lovekamp @eon-us.com

RE: Kentucky Utilities Company (Case No. PUE-2007-000056)
Preliminary Report of Action

Dear Mr. Peck:

Pursuant to the Commission’s Order, Ordering Paragraph No. 3, dated August
3, 2007, in the aforementioned proceeding, Kentucky Utilities Company, d/b/a
Old Dominion Power Company (“KU/ODP or “the Company”) hereby submits
a Preliminary Report of Action.

Effective June 22, 2007, KU/ODP entered into a 364 day credit facility with a
financial institution for $35 million. This agreement contained an option to
extend the facility to a multi-year facility upon receipt of regulatory approval.
Upon receipt of the order issued August 3, 2007 in the above-referenced case,
the expiration date of the credit facility was extended, effective September 20,
2007, to June 22, 2012. Enclosed please find a copy of the underlying
agreement that explains the terms, conditions, and available borrowing rate
options.

Please confirm your receipt of this information by placing the File Stamp on the
enclosed additional copy and returning it in the enclosed self-addressed,
stamped envelope. Should you have any questions regarding the information
filed herewith, please contact Don Harris at (502) 627-2021 or me.

Sincerely,
Rick E. Lovekamp

cc:  Dan Arbough
Kendrick Riggs — Stoll - Keenon - Ogden
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COMMONWEALTH OF VIRGINIA O 7 O 8
STATE CORPORATION COMMISSION 8 1 0 O 2

AT RICHMOND, AUGUST 3. 2007

APPLICATION OF

KENTUCKY UTILITIES COMPANY

CASE NO. PUE-2007-000056
dfv/a OLD DOMINION POWER COMPANY

jen]

= o

For authority to issue securities under = Cé
Chapter 3 of Title 56 of the Code of 5 i)
Virginia _ L :
> 2

= 2

ORDER GRANTING AUTHORITY [

On June 21, 2007, Kentucky Utilities Company, d/b/a/ Old Dominion Power Compc:ny
(“Applicant” or the “Company™), filed an Application with the State Corporation Commissién
(“Commission”) requesting authority to issue securities under Chapter 3 of Title 56 of the Code
of Virginia (“Code™). Applicant paid the requisite fee of $250.

Applicant requests authority to structure a Revolving Credit Facility (“RCF”) by entering

agreements and assuming obligations necessary to establish one or more credit facilities between
-3 r‘hrh

Lot
W S My

any and one or more banks or other financial institutions (“Bank™) to provide up to
$35,000,000 of aggregate short-term borrowings. Applicant states that the committed source of
funds under the RCF will provide credit support, enhance the marketability, and eliminate the
need for bond insurance on its variable rate, external, long-term debt. In addition, borrowings
under the RCF could also be used to provide funds for general financing needs on a short-term
basis until permanent financing can be arranged.

While the RCF would provide a committed source of short-term debt, Applicant states
that funds available undef the RCF may not necessarily be drawn. By Commission Order dated
September 21, 2004, in Case No. PUE-2002-00644, Applicant was granted authority to issue up
to $4Q0,000,000 in short-term debt in the form of unsecured promissory notes and/or commercial

paper through December 31, 2007. This alternative source of short-term debt, while not



committed, may offer a more cost effective source of funds. Applicant states that its aggregate
short-term borrowings from all sources, inclusive of the RCF, will not exceed the $400,000,000
limit established in Case No. PUE-2002-00644.

The term of any funds borrowed under the RCF would not exceed 364 days. However,
the term of the RCF could extend to five (5) years. Applicant believes that market conditions
are favorable for a multi-year RCF, which will also avoid the time and cost to negotiate renewal
of committed funds. Applicant expects that an origination fee to establish the RCF would not
exceed five basis points or 0.05% of the amount of funds committed. Applicant further expects
that the annual facility fee for the RCF will not exceed seven basis points or 0.07% of the amount
of funds committed. Applicant intends to negotiate for interest rate options on RCF borrowings
that can be converted from one rate to another. Based on current market conditions, the
Company believes that interest rates on RCF t_:orrowin gs would not exceed 40 basis points above
the current London Inter-Bank Offered Rate (“LIBOR”).

THE COMMISSION, upon consideration of the Application and having been advised by
Staff, is of the opinion and finds that approval of the Application will not be detrimental to the
public interest. Accordingly,

IT IS ORDERED THAT:

1)  Applicant is hereby authorized to structure a RCF for a term of up to five (5) years
by entering agreements and assurning obligations necessary to establish one or more credit
facilities between the Company and one or more Banks to provide up to $35,000,000 of
committed short-term borrowing capacity.

2) The aggregate principal amount of RCF borrowings shall not exceed $35,000,000
and the Company’s aggregate short-term indebtedness, inclusive of RCF borrowings, shall not
exceed the $400,000,000 limit authorized by Commission Order dated September 21, 2004, in
Case No. PUE-2002-00644.



3) Applicant shall submit a Preliminary Report of Action within thirty (30) days of its
entrance into any RCF, to include a copy of the underlying agreement(s) that explain the terms, .
conditions, and available borrowing rate options.

4)  Applicant shall file a final Report of Action on or before January 31, 2013, to
include a summary of all origination, commitment, and facility fees paid during the term of the
RCF.

5) Approval of the Application shall have no implications for ratemaking purposes.

6) This matter shall be continued, subject to the continuing review, audit, and
appropriate directive of the Commission.

AN ATTESTED COPY hereof shall be sent by the Clerk of the Commission to: Kendrick
R. Riggs, Esquire, Stoll Keenon Ogden PLLC, 2000 PNC Plaza, 500 West Jefferson Street,
Louisville, Kentucky 40202; Daniel K. Arbough, Director, Corporate Finance and Treasurer,
Kentucky Utilities Company, 220 West Main Street, Louisville, Kentucky 40202; and to the

Commission’s Division of Economics and Finance.

A True Copy 2/&-/
Teste: .

Clerkofthe
Siate Corporation Comimission



OFFICERS' CERTIFICATE

L. Danicl K. Arbough. hereby certify that 1 am Treasurer of Kentueky Utilities Company
(the “Company™), a corporation organized and cexisting under the Laws of the Commonw calth of
Kentueky and the Commonw ealth of Virginia: and that in accordance with certain provisions of
the Credit Agreement by and between the Company and U.S. Bank. N A (the "Bank™) dated
June 22, 2007 (the Credit Agreement™). I do hereby certity to the followimng:

(1 Attached hereto are true and correct copies of the approvals of the Kentueky
Public Service Commisston, Virginia State Corporation Commission and the
Tennessee Regulatory Authority authorizing the extension of the term of the
Agreement; and

(2) As of September 20, 2007, no event or conditions which constitutes an Event of
Default or which upon notice, lapse of time. or both would become an Event of
Default exists or will exist after giving effect to the extension of the Expiration
Date, and now as of this date “Expiration Date™ means June 22, 2012,

IN WITNESS WHEREOF, [ haxa executed and issued this Certificate for and on behalf
of Kentucky Utilities Company this Agf " day of September, 2007.

KE\TLCK), LT[LITIES CO\jP \\,{

{m{/////n

DA\[ELK ARBOLG " Treasurer

LOL Liviary B4 SN 36882 hod8 Lo}



CREDIT AGREEMENT

by and between

KENTUCKY UTILITIES COMPANY

and

U.S. BANK NATIONAL ASSOCIATION

Dated as of June 22, 2007
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CREDIT AGREEMENT

THIS CREDIT AGREEMENT (the "Agreement™) ts dated as of June 22. 2007,
and is made by and among KENTUCKY UTILITH:S COMPANY, a Kentucky and Virginia
corporation (the "Borrower”). and U.S. BANK NATIONAL ASSOCIATION (together with its
successors and permitted assigns. the "Bank™).

The parties hereto hereby agree as follows:

ARTICLE |
CERTAIN DEFINITIONS

1.01  Certain Definitions. In addition to words and terms defined elsewhere in
this Agreement, the following words and terms shall have the following meanings, respectively.
unless the context hereol clearly requires otherwise:

Affiliate as to any Person shall mean any other Person (1) which directly or
indirectly controls, is controlled by, or is under common control with such Person, (i1) which
beneficially owns or holds 5% or more of any class of the voting or other equity interests of such
Person, or (1i1) 5% or more of any class of voting interests or other equity interests of which is
beneficially owned or held, directly or indirectly, by such Person. Control, as used in this
definition, shall mean the possession, directly or indirectly, ot the power to direct or cause the
direction of the management or policies of a Person, whether through the ownership of voting
securitics, by contract or otherwise, including the power to elect a majority of the directors or
trustees of a corporation or trust, as the case may be.

Agreement shall mean this Credit Agreement as the same may be supplemented
or amended from time to time, including all schedules and exhibits,

Annual Statements shall have the meaning assigned to that term in Scction

5.01()A).

Authorized Persons shall mean those individuals, designated by written notice to
the Bank from the Borrower, authorized to exccute notices, certificates, reports and other
documents on behalt of the Borrower required hereunder or under the other Loan Documents.
The Borrower may amend such list of individuals from time to time by giving written notice of
such amendment to the Bank.

Base Rate shall mean the greater of (1) the interest rate per annum mternally 0 use
from time to time by the Bank at its Principal Office as its then prime rate, which rate may not be
the Towest rate then being charged commercial borrowers by the Bank. or (11) the Federal Funds
Effective Rate plus 1:.2% per annum.

Base Rate foan shall mean a Revolving Credit Loan which bears interest at the

Base Rate.



Base Rate Option shall mean the option of the Borrower to have Revolving Credit
Loans bear interest at the Base Rate, under the terms and conditions set forth in Section

3.01(b)).

Benefit Arrangement shall mean at any time an "employee benelit plan.” within
the mcaning of Section 3(3) of ERISA, which (1) 1s covered by ERISA, (i1) is neither a Plan nor a
Multiemployer Plan and (iii) is maintained. sponsored or otherwise contributed to by any
member of the ERISA Group.

Borrowing Date shall mean, with respect to any Revolving Credit Loan. the date
for the making thereof.

Borrowing Tranche shall mean specilied portions of the Revolving Credit Loans
outstanding as follows: (1) any Euro-Rate Loans under the same Revolving Credit Loan Request
or Conversion/Continuation Notice by the Borrower which have the sume Interest Period shall
constitute one Borrowing Tranche, and (ii) all Revolving Credit Loans to which a Base Rate
Option applies shall constitute one Borrowing Tranche.

Business Day shall mean any day other than a Saturday, Sunday or legal holiday
on which commercial banks are authorized or required to be ¢losed for business in Louisville,
Kentucky or New York, New York and, if the applicable Business Day relates to any Luro-Rate
Loan, such day must also be a day on which dealings in Dollar deposits are carried on in the
I.ondon interbank market.

Closing Date shall mean June 22, 2007.

Commitment shall mean $35.000,000, as such amount may be reduced pursuant
to Section 2.09.

Consolidated Capitalization shall mean. at any lime. the sum ot Consolidated Net
Worth at such time and Consolidated Indebtedness at such time.

Consolidated Indebtedness shall mean, at any time, the consolidated Indebtedness
of the Borrower and the Consolidated Subsidiaries as of such time.

Consolidated Net Worth shall mean, at any time, the sum of (a) consolidated
cquity of the Borrower and the Consolidated Subsidiarics at such time and (b) minority interests
at such time.

Consolidated Subsidiary shall mean, with respect to any Person at any time, any
Subsidiary or other Person the accounts of which would be consoliduted with those of such first
Person in its consolidated financial statements as of such ime in accordance with generally
accepted accounting principles; unless otherwise specified. Consolidated Subsidiary means a
Consohidated Subsidiary of the Borrower.

Conversion/Continuation Notice shall have the meaning given such term in

Section 2.07.
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Dollar, Dollars, U.S. Dollars and the symbol § shall mean lawtul money of the
United States of America.

Environmental Laws shall mean any and all federal, state, local and forcign Laws
relating to (1) the protection of the environment, (it) the cffect of the environment on human
health, (i11) emissions, discharges or releases of pollutants, contaminants, hazardous substances
or wastes into surface water. ground water or land, or (iv) the manufacture. processing,
distribution, use, treatment, storage, disposal, transport or handling of pollutants, contaminants,
hazardous substances or wastes or the clean-up or other remediation thercot.

ERISA shall mean the Employee Retirement Income Security Act of 1974, as the
same may be amended or supplemented from time to time, and any successor statute of similar
import, and the rules and regulations thereunder, as from time to time in effect.

ERISA Group shall mean, at any time, the Borrower and all members of a
controlled group of corporations and all trades or businesses (whether or not incorporated) under
common control and all other entities which, together with the Borrower. are treated as a single
employer under Scction 414 of the Internal Revenue Code.

ERISA Termination Event shall mean any event or condition that would
constitute grounds under Section 4042 of ERISA for the termination of. or for the appointment of
a trustee to administer, any Plan,

Luro-Rate shall mean with respect to the Revolving Credit Loans comprising any
Borrowing Tranche to which the Euro-Rate Option applies tor any Interest Period, the interest
rate per annum determined by the Bank by dividing (the resulting quotient rounded upward to
the ncarest 1/16th of 1% per annumy) (1) the average of the London interbank offered rates set
forth on the "LIBO" page of the Reuters Monitor Money Rate Service (or appropriate successor
or, if Reuters or its successor ceases to provide such quotes, a comparable replacement
determined by the Bank) at approximately 11:00 a.m. (London time) two (2) Business Days prior
to the first day of such Interest Period for an amount comparable to such Borrowing Tranche and
having a borrowing date and a maturity comparable to such Interest Period by (i) a number
equal to 1.00 minus the Euro-Rate Reserve Percentage. The Euro-Rate may also be expressed by
the following formula:

Average of London interbank offered rates

on LIBO page of Reuters Monitor Money Rate
Service or appropriate successor

1.00 - Euro-Rate Reserve Percentage

The Yuro-Rate applicable to any Revolving Credit Loan outstanding shall be adjusted on the
cltective date ot any change in the Euro-Rate Reserve Percentage as of such effective date. The
Bank shall give prompt notice to the Borrower of the Euro-Rate as determined or adjusted in
acvordance herewith, which determination shall be conclusive absent manifest error.

Luro-Rate Loan shall mean a Revolving Credit Loan which bears interest at a rate
per annum cqual to the Euro-Rate plus the Euro-Rate Spread. in accordance with Section
3.01(b)il).




Euro-Rate Option shall mean the option of the Borrower to have Revaolving Credit
f.oans bear mterest at a rate per annum equal to the Euro-Rate plus the Euro-Rate Spread. in
accordance with Scection 3.01(b)(i1).

Luro-Rate Reserve Pereentage shall mean the maximum percentage (expressed as
a decimal rounded upward to the nearest 1/100 of 1%) as determined by the Bank which s in
effect during any relevant period. as presceribed by the Board of Governors of the Federal
Reserve System (or any successor) for determining the reserve requirements (including
supplemental, marginal and emergency reserve requirements) with respect to curocurrency
funding (currently referred to as "Eurocurrency Liabilities”) of a member bank in such System.

Euro-Rate Spread shall mean 0.40% per annum,

vent of Default shall mean any of the Events of Default described in

Section 8.01.

Expiration Date shall mean 364 days Irom the exccution date of this Agreement;
provided, however, that (a) if the Kentueky Public Service Commission approves the Borrower's
application for permission to enter into long-term revolving lines of credit indebtedness on
substantially the same terms and conditions as set forth in such application (a copy of which is
attached hereto as Exhibit F), (b) the Bank receives a copy ol such Kentucky Public Service
Commission approval certified by an authorized officer of the Borrower, and (¢) an authorized
olticer of the Borrower certifies to the Bank that as of the date of delivery to the Bank of the
Kentucky Public Service Commission approval referred to in clause (b) hercol no event or
condition which constitutes an Event of Default or which upon notice, lapse of time, or both
would become an Event of Detault exists or would exist after giving effect to the extension of
the I:xpiration Date, then “Expiration Date” shall mean June 22, 2012,

Facility I'ee shall mean the fec referred to tn Section 2.03.

IFederal Funds Effective Rate for any day shall mean the rate per annum (based on
a year of 365 or 366 days, as the case may be, and actual days clapsed and rounded upward to the
nearest 17100 of 1%%) announced by the FFederal Reserve Bank of New York (or any successor)
on such day (or if such day 1s not a Business Day, the next preceding Business Day) as being the
weighted average of the rates on overnight Federal funds transactions arranged by Federal {unds
brokers with members of the Federal Reserve System on the previous trading day, as computed
and announced by such Federal Reserve Bank (or any successor) in substantially the same
manner as such ['ederal Reserve Bank computes and announces the weighted average it refers to
as the "Federal Funds Effective Rate” as of the date of this Agreement: provided, if such Federal
Reserve Bank (or its successor) does not unnounce such rate on any day which is a Business
Day. the "Federal Funds Eltective Rate™ for such day shall be the average ot the quotations for
such dav on such transactions recerved by the Bank from three (3) FFederal funds brokers of
recognized standing sclected by it.

FERC shall mean the Federal Energy Regulatory Commission.

FIERC Order shall have the meaning given to such term i Scction 5.01(g)(ii).



FPA shall have the meaning given to such term in Section 5.01 (g)(iD).

GAAP shall mean generally accepted accounting principles as are in effect in the
United States from time to time, subject to the provisions of Section 1.03, and applied on a
consistent basis both as to classification of items and amounts.

Guaranty of any Person shall mean any obligation, contingent or otherwise, off
such Person to pay any Indebtedness of any other Person or to otherwise protect, or having the
practical ¢ffect of protecting, the holder of any such Indebtedness against loss (whether such
obligation arises by virtue of such Person being a partner of a partnership or participant in a joint
venture or by agreement to pay, to keep well, to purchase assets, goods, securities or services or
otherwise).

Historical Statements shall have the meaning assigned to that term in Scction

5.01(i)(A).

Indchtedness of any Person shall mean (in each case, whether such obligation is
with full or limited recourse) (a) any obligation of such Person for borrowed money, (b) any
obligation of such Person evidenced by a bond, debenture, note or other similar instrument, (c)
any obligation of such Person to pay the deferred purchase price of property or services, cxcept a
trade account pavable that arises in the ordinary course of business but only if and so fong as the
same is payable on customary trade terms and within 90 days, (d) any obligation of such Person
as lessee under a capital lease, (e) any obligation of such Person to purchasc property that arises
out of or in connection with the sale of the same or substantially similar property, () any non-
contingent obligation ot such Person to reimburse any other Person in respect of amounts paid
under a letter of credit 1ssued by such other Person to the extent that such reimbursement
obligation remains outstanding after it becomes non-contingent, (g) any obligation with respect
to an interest rate or currency swap or simifar obligation obligating such Person to make
payments, whether periodically or upon the happening of a contingency, except that if any
agreement relating to such obligation provides for the netting of amounts payable by and to such
Person thercunder or if any such agreement provides for the simultaneous payment of amounts
by and to such Person, then in each such case, the amount of such obligation shall be the net
amount thereof, (h) any Indebtedness of others secured by (or for which the holder of such
Indebtedness has an existing right, contingent or otherwise, to be secured by) a Lien on any asset
ot such Person and (i) any Guaranty by such Person of the Indebtedness of others.

Interest Period for a Euro-Rate Loan shall have the meaning given to such term in
Section 3.02.

Interest Rate Option shall mean any Euro-Rate Option or Base Rate Option.

Interim_Statements shall have the meaning assigned to that term in
OHNA).

tn
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Internal Revenue Code shall mean the Internal Revenue Code of 1986, as the
same may be amended or supplemented trom time to time, and any suecessor statute of similar
import. and the rules and regulations thereunder, as from time to time in effect.




Labor Contracts shall mean all employment agrecments, employment contracts,
collective bargaining agreements and other agreements among the Borrower and its employees.

Law shall mean any law (including common law), constitution, statute, treaty,

regulation. rule, ordinance. opinion. release. raling, order, injunction, writ, decree or award of
any Official Body.

Lien shall mean any mortgage. deed of trust. pledge, lien, security interest, charge
or other encumbrance or security arrangement of any nature whatsoever, whether voluntarily or
involuntarily given. including any arrangement to provide priority or preference and any
conditional sale or title retention arrangement. and any assignment, deposit arrangement or lease
intended as, or having the effect of] security. In addition, in the case of securities, "Lien" shall
inctude any third party's night or option to purchase such securities.

Loan Documents shall mean this Agreement, the Revolving Credit Note and any
other instruments, certificates or documents delivered or contemplated to be delivered hereunder
or thercunder or in connection hercwith or therewith, as the same may be supplemented or
amended from time to time in accordance herewith or therewith, and Loan Document shall mean
any ol the Loan Documents.

Material Adverse Change shall mean (1) a material adverse change in the
business, property, condition {financial or otherwise), operations, results of operations or
prospects of the Borrower, or the Borrower and its Subsidiaries taken as a whole, (ii) a material
adverse change in the ability of the Borrower to perform its obligations under the Loan
Documents, or (ii1) a matenial adverse change in the validity or enforceability of any of the Loan
Documents or the rights or remedies of the Bank thercunder.

Month, with respect to an Interest Period under the Euro-Rate Option, shall mean
the interval between the days in consecutive calendar months numerically corresponding to the
first day of such Interest Period. It any Interest Period begins on a day of a calendar month for
which there is no numerically corresponding day in the month in which such Interest Period is to
end, the final month of such Interest Period shall be deemed to end on the last Business Day of
such final month.

Moody's shalt mean Moodyv's Investors Service, Inc.. or any successor to the
rating agency business thereof.

Multiemplover Plan shall mean any employee benefit plan covered by Title I'V of
ERISA which i1s a "multiemployer plan” within the meaning of Section 4001(a)(3) of ERISA and
to which the Borrower or any other member of the ERISA Group is then making or accruing an
obligation to makce contributions or. within the preceding five Plan vears. has made or had an
obligation to make such contributions.

Mutltiple Emplover Plan shall mean a Plan which has two or more contributing
sponsors (including the Borrower or any other member of the ERISA Group) at least two ot
whom are not under common control, as such a plan 1s described in Sections 4063 and 4064 of
FRISA.
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Notices shall have the meaning assigned to that term in Section 9.06.

Obligation shall mean any obligation or liability of the Borrower to the Bank,
howsoever ereated. arising or evidenced. whether direet or indirecet, absolute or contingent, now
or hereatter existing, or due or to become due, under or in connection with this Agreement, the
Revolving Credit Note or any other Loan Document.

Ofhcial Body shall mean any national. federal, state, local or other government or
political subdivision or any agency, authority, bureau, central bank, commission, department or
instrumentality of cither, or any court, tribunal, grand jury or arbitrator, in each case whether
forcign or domestic.

PBGC shall mean the Pension Benefit Guaranty Corporation established pursuant
to Subtitle A of Title IV of ERISA or any successor.

Permitted Liens shall mean:

(1) Liens for taxes, assessments, governmental charges or levies, or
similar charges. incurred in the ordinary course of business, provided that the payment thereof is
not at the time required by Section 7.01(b);

(1) Pledges or deposits made in the ordinary course of business to
secure payment of workers™ compensation, or to participate in any fund in connection with
workers™ compensation. unemployment insurance, old-age pensions or other social security
programs;

(it))  Liens of mechanics, materialmen, warchousemen, carricers, or other
statutory Liens, sceuring obligations incurred in the ordinary course of business and Liens of
landlords securing obligations to pay fcase payments, provided, in cach case that the payment
thereof is not at the tme requived by Section 7.01(b);

(iv)  Good faith pledges or deposits made in the ordinary course of
business to sceure performance of bids, tenders, contracts (other than for the repayment of
borrowed money) or leases or 1o secure statutory obligations, or surety, appeal, indemnity,
pertormance or other similar bonds required in the ordinary course of business;

(v) Easements, rights-of-ways, reservations, exceptions, minor
encroachments, restrictions and similar charges created or incurred in the ordinary course of
business which in the aggregate do not matenally intertere with the business operations of the
Borrower or its Subsidiaries:

(vi)  Licens on property leased by the Borrower or any of its Subsidiaries
under capital and operating leases sceuring obligations of the Borrower or its Subsidiaries to the

lessor under such leases:

(vit)  Purchase Money Sccurity Interests;



(viit) - Attachments. judgments and other similar Liens arising in
connection with court proceedings. provided (a) the exccution or other enforcement of such
Liens is cffectively stayed and the claims secured thereby are being actively contested in good
faith and by appropriate proceedings in such manner as not to have the Property of the Borrower
or any Signtlicant Subsidiary subject to such Liens forfeitable or (b) with respect to judgments or
orders tor the payment of money. the nenpayment of which will not give rise to an Event of
Default under Section 8.01(1):

(1x)  Lcases, licenses or similar rights to use property of the Borrower or
any ol its Subsidiaries whercunder the Borrower or any of its Subsidiaries is lessor. licensor or
the equivalent thercol upon fair and reasonable terms:

(x) Licns existing on Property at the time such Property is acquired by
the Borrower or any of its Subsidiaries. whether or not the Indebtedness secured thereby is
assumed by the Borrower or such Subsidiary;

(x1)  Licns existing on Property of a Person at the time such Person is
merged into or consolidated with the Borrower or any of its Subsidiaries or all or substantially all
of the Property of any Person is sold. leased or otherwise transferred to the Borrower or any of
its Subsidiaries:

(x11)  Liens arising in connection with a receivables sccuritization
transaction:

(xiit) Liens in favor of the Borrower or a Subsidiary of the Borrower; or

(xiv) Liens resulting from extensions, renewals, refinancings and
refundimgs of Indebtedness seeured by any Permitted Liens, provided that there is no increase in
the outstanding principal amount of the Indebtedness secured thereby and any new Lien attaches
only to the same Property theretotore subject to such earlier Lien.

Person shall mean any individual, corporation, partnership, assoctation, joint-
stock company. trust. unincorporated organization, joint venture, limited liability company,
government or political subdivision or agencey thereof, or any other entity.

Plan shall mean at any tume an employee pension benelit plan (including a
Multiple Employer Plan but not a Multiemployer Plan) which is covered by Title IV of ERISA
or 1s subject 1o the mummum funding standards under Section 412 ol the Internal Revenue Code
and cither (1) is maintained by any member of the ERISA Group for employees ol any member
of the ERISA Group or (1) has at any time within the preceding five years been maintained by
any entity which was at such time a member of the ERISA Group for employees of any entity
which was at such time a member of the ERISA Group.

Principal Office shall mean the principal banking office of the Bank in New York,
New York,

Prohibited 'ransaction shall mean any prohibited transaction as defined in
Section 4975 of the Internal Revenue Code or Section 406 of ERISA tor which neither an




individual or a class exemption has been issued by the United States Department of Labor nor a
statutory exemption applics.

Property shall mean all real and personal property. both owned and leased,
tangible or intangible, now owned or hereatter acquired. of the Borrower.

Purchase Moncy Sccurity Interest shall mean a Lien upon a tangible asset (and
any additions thereto and property in replacement or substitution thercof) securing loans to the
Borrower or a Subsidiary of the Borrower or deferred payments by the Borrower or a Subsidiary
of the Borrower to tinance all or a portion of the purchase price of such asset; provided that
(i) the amount of Indebtedness secured thereby does not exceed the purchase price therefor and
(i1) such Lien is created substantially simultaneously with or within 12 months after such
purchase.

Reportable Event means a reportable event described in Section 4043 of ERISA
and regulations thereunder with respect to a Plan.

Revolving Credit Loans shall mean collectively, and Revolving Credit Loan shall
mean separately, all Revolving Credit Loans or any Revolving Credit Loan made by the Bank to
the Borrower pursuant to Section 2.01.

Revolving Credit Loan Request shall mean a request for Revolving Credit Loans
made in accordance with Section 2.04.

Revolving Credit Note shall mean the Revolving Credit Note issued by the
Borrower to the Bank in the form of Exhibit A hereto evidencing the Revolving Credit Loans,
together with all amendments, extensions, renewals, replacements, refinancings or refundings
thereof in whole or in part.

Signiticant Subsidiary shall have the meaning given to such term in Regulation S-
X of the Sccurities and Exchange Commission.

Standard & Poor's shall mean Standard & Poor's Ratings Service. a Division of
The McGraw Hill Companies, Inc.. or any successor to the rating agency business thereof,

Subsidiary ol any Person at any time shall mean (i) any corporation or trust of
which more than 50% (by number of shares or number of votes) of the outstanding capital stock
or shares of beneficial interest normally entitled to vote for the election of one or more directors
or trustees (regardless of any contingency which does or may suspend or difute the voting rights)
is at such time owned directly or indirectly by such Person or one or more of such Person's
Subsidiaries, or any partnership or imited hability company ot which such Person is a general
partner or managing member or of which more than 50% of the partnership or membership
interests s at the time directly or indirectly owned by such Person or one or more of such
Person's Subsidiaries, or (1) any corporation, trust, partnership, limited liabitity company or
other entity which is controlled by such Person or one or more of such Person's Subsidiarices.

Voting Capital shall mean securities or other ownership interests of a corporation,
partnership or other entity. the holders of which are generally and ordinarily. in the absence of
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contingencies, entitled to vote for the election of the board of directors or other Persons
performing similar functions of such corporation. partnership or other entity.

1.02  Constuction. Unless the context ot this Agreement otherwise clearly
requires. the following rules ol construction shall apply to this Agreement and cach of the other
Loan Documents:

(a) references to the plural include the singular, the plural, the part and the
whole; "or" has the inclusive meaning represented by the phrase "and/or,” and "including” has
the meaning represented by the phrase "including without limitation";

(b) references to "determination” of or by the Bank shall be deemed to include
good faith estimates by the Bank (in the case of quantitative determinations) and good faith
beliefs by the Bank (in the case of qualitative determinations) and such determination (unless
otherwise expressly provided herein) shall be conclusive absent manifest error;

(c) whenever the Bank is granted the right herein to act in its sole discretion
or to grant or withhold consent such right shall be exercised in good faith;

(d) the words "hereof,” "herein,” "hereunder.” "hereto” and similar terms in
this Agreement or such other Loan Document refer to this Agreement or such other Loan
Document as a whole and not to any particular provision of this Agreement or such other Loan
Document;

(¢) the section and other headings contained in this Agreement or such other
L.oan Document and the Table of Contents {1t any) preceding this Agreement or such other Loan
Document are for reference purposes only and shall not control or atfect the construction of this
Agreement or such other Loan Document or the interpretation thereof in any respect;

(H article, section, subscction. clause. schedule and exhibit references are to
this Agreement or such other Loan Document. as the case may be, unless otherwise specified;

(L) reference to any Person includes such Person's successors and assigns but,
if applicable, only if such successors and assigns are permitted by this Agreement or such other
Loan Document, as the case may be, and reference to a Person in a particular capacity excludes
such Person in any other capacity;

th) reference to any agreement (including this Agreement and any other Loan
Document together with the schedules and exhibits hereto or thereto). document or instrument
means such agreement. document or instrument as amended. moditied. replaced. substituted for.
superseded or restated:

(i) relative to the determination ot any period of time. "from"” means "from
and including.” "to" means "to but excluding” and "through” means "through and including”: and

() references to "shall” and "will" are intended to have the same meaning.
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1.03  Accounting Principles. Ixcept as otherwise provided in this Agreement.
all computations and determiations as to accounting or financial matters and all financial
statements to be delivered pursuant to this Agreement shall be made and prepared in accordance
with GAAP (including principles of consolidation where appropriate), and alt accounting or
financial terms shall have the meanings ascribed to such terms by GAAP.

ARTICLE [T
REVOLVING CREDIT FACILITY

201 Commitment. Subject to the terms and conditions hereof and relying upon
the representations and warranties herein set forth, the Bank agrees to make Revolving Credit
Loans to the Borrower at any time or [rom time to time on or after the date hereof to the
Lxpiration Date in an aggregate principal amount not to exceed at any onc time outstanding the
Commitment. Within such limits of time and amount and subject to the other provisions of this
Agreement, the Borrower may borrow, repay and reborrow pursuant to this Section 2.01.
Notwithstanding any other provision hereof, each Revolving Credit Loan shall be repaid by the
Borrower within one vear after the Borrowing Date thereol.

2.02  Nature of Bank's Obligations with Respect to Revolving Credit Loans.
The aggregate of Revolving Credit Loans outstanding hereunder to the Borrower at any time
shall never exceed the Commitment. The Bank shall have no obligation to make Revolving
Credit Loans hereunder on or after the Expiration Date.

2.03  Fees.

{a) The Borrower agrees to pay to the Bank, as consideration for the Bank's
Commitment hereunder, a nonrefundable tee equal to the amount of the Commitment times
0.05%. payable on the Closing Date.

(b) Accruing from the date hercof untl the Expiration Date. the Borrower
agrees to pay to the Bank, as consideration for the Bank's Commitment hereunder, a
nonrefundable facility fee (the "Facility I'ee”) equal to the amount of the Commitment times
0.07% per annum (computed on the basis of a year of 365 or 366 days, as the case may be, and
actual days elapsed). The Facility Fee shall be payable in arrears on the first Business Day of
cach January, April, July and October afier the date hereof, commencing on October 1, 2007, and
on the Expiration Date or upon acceleration of the Revolving Credit Note.

2.04  Revolving Credit Loan Requests. Except as otherwise provided herein,
the Borrower may from time to time prior to the Expiration Date request the Bank to make
Revolving Credit Loans, by delivering to the Bank. not later than (i) 11:00 a.m. (New York time)
three (3) Business Days prior to the proposed Borrowing Date with respect to the making of a
lzuro-Rate Loan., and (11) 11:00 a.m. (New York time) on the proposed Borrowing Date with
respect to the making of a Base Rate Loan. a duly completed request theretor substantially in the
torm of [Exhibit B hereto or a request by telephone immediately confirmed in writing by letter,
tacsimile or telex in such form (each. a "Revolving Credit Toan Request™): it being understood
that the Bank may rely on the authority of any individual making such a telephonic request
without the necessity of receipt of such written confirmation, provided that such individual




identifies himsell or hersell as an Authorized Person. Each Revolving Credit oan Request shall
be irrevocable and shall specity (1) the proposed Borrowing Date: (i1) the aggregate amount of
the proposed Revolving Credit Eoan comprising cach Borrowing Tranche. which shall be in
itegral multiples of $1.000.000 and not fess than $1.000.000 for cach Borrowing Tranche to
which the Furo-Rate Option applies and not less than the lesser of $500.000 or the maximum
amount available hereunder for cach Borrowing ‘I'ranche to which the Base Rate Option applies:
(iii) whether the Euro-Rate Option or Base Rate Option shall apply to the proposed Revolving
Credit Loan comprising the Borrowing Tranche; and (iv) an appropriate Interest Period for a
Euro-Rate f.oan comprising such Borrowing Tranche.

2.05  Making Revolving Credit Loans. The Bank shall fund the Revolving
Credit Loans to the Borrower in U.S. Dollars and immediately available funds prior to 2:00 p.m.
(New York time) on the Borrowing Date to an account of the Borrower specified in the
Revolving Credit Loan Request.

2.06  Revolving Credit Notes. The obligation of the Borrower to repay the
aggregate unpaid principal amount of the Revolving Credit Loans made to it by the Bank,
together with interest thercon, shall be evidenced by a Revolving Credit Note dated the Closing
Date payable to the order of the Bank in a face amount equal to the Cominitment of the Bank.

2.07  Conversion and Continuation of Qutstanding Advances. Base Rate Loans
shall continue as Base Rate Loans unless and until such Base Rate Loans are converted into
Euro-Rate Loans pursuant to this Section 2.07 or are repaid in accordance with Section 4.03.
Jiach Euro-Rate [oan shall continue as a Euro-Rate Loan until the end of the then applicable
Interest Period therefor, at which time such Euro-Rate Loan shall be automatically converted into
a Base Rate Loan unless (x) such Euro-Rate Loan is or was repaid i accordance with
Section 4.03 or (y) the Borrower shall have given the Bank a Conversion/Continuation Notice
(as dehined below) requesting that, at the end of such Interest Period. such Euro-Rate Loan
continue as a lzuro-Rate Loan for the same or another Interest Period. Subject to the terms of
Section 3.02, the Borrower may elect from time to time to convert all or any part of the Base
Rate Loans into a Euro-Rate Loan.

The Borrower shall give the Bank irrevocable notice substantially in the form of
Exhibit C hereto (a "Conversion/Continuation Notice”) of cach conversion of Base Rate Loans
into a Euro-Rate Loan or continuation of a Euro-Rate {.oan not tater than 11:00 a.m. {(New York
time) on the third Business Day prior to the date of the requested conversion or continuation,
spectlying:

(1) the requested date. which shall be o Business Day. of such
conversion or cantinuation,

(1) the principal amount. Interest Rate Option and Borrowing ‘I'ranche
ol the Revolving Credit Loan which is to be converted or continued. and

(111)  the duration of the Interest Pertod to be applicable thereto.

I the Borrawer tails o give a Conversion/Continuation Notice for a Borrowing Tranche of
Revolving Credit Loans bearing interest at the Euro-Rate prior to the expiration of an existing
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Interest Period applicable to such Borrowing Tranche. such Borrowing Tranche shall be
converted automatically to the Base Rate Option commencing upon the last day of the existing
Interest Period,

208 Useof Proceeds. The proceeds of the Revolving Credit Loans shall be
used lor general corporate purposes of the Borrower, including without limitation, providing a
source ol funds to be available tor the pavment at maturity of commercial paper and/or the
purchase ol variable rate tax-exempt bond financings issued by the Borrower.

209 Reducetion of Commitment. 'T'he Borrower shall have the right at any time
and from time to time upon five (3) Business Days' prior written notice to the Bank to
permanently reduce. in mimimum amounts of $5.000,000 and whole multiples of $1,000,000 in
excess thereof, or terminate, the Commitment, without penalty or premium, except as hereinafter
sct forth, provided that any such reduction or termination shall be accompanied by the payment
in full of'any Facility Fee then accrued on the amount of such reduction or termination and
provided further that the amount of Revolving Credit Loans outstanding may not exceed the
amount of the Commitment after such reduction. From the effective date of any such reduction
or termination, the obligations of the Borrower to pay the Facility Fee pursuant to Section 2.03
shall correspondingly be reduced or cease.

ARTICLE 1
INTEREST RATES

3.01  Interest Rates.

(a) Pavment of Interest. The Borrower shall pay interest in respect of the
outstanding unpaid principal amount of each Revolving Credit Loan for the period from and
including the date of such Revolving Credit Loan to, but excluding, the date such Revolving
Credit Loan shall be paid in full, at the rate sclected by it from the Base Rate Option or Euro-
Rate Option set forth below applicable to the Revolving Credit Loans. If at any time the
designated rate applicable to any Revolving Credit Loan made by the Bank exceeds the Bank's
highest lawful rate, the rate of interest on such Bank's Revolving Credit Loan shall be limited to
the Bank's highest lawful rate.

(b) Interest Rate Options. Subject to the provisions of Section 3.03, the
Borrower shall have the right to select from the following Interest Rate Options applicable to the
Revolving Credit Loans:

(1) Base Rate Option: A fluctuating rate per annum (computed on the
basis of a year o’ 365 or 366 days, as the case may be, and actual days elapsed) cqual to the Base
Rate, such interest rate to change automatically from time to time cliective as of the effective
date of each change in the Base Rate: or

(1) Euro-Rate Option. A rate per annum (computed on the basis ol a
vear of 300 days and actual days elapsed) equal to the Euro-Rate plus the Euro-Rate Spread. The
Borrower may select ditterent Interest Rate Options and ditterent Interest Periods to apply
simuftancously to the Revolving Credit Loans comprising different Borrowing Tranches,




provided that there shall not be at any one time outstanding more than cight (8) Borrowing
Tranches in the aggregate among all the Revolving Credit Loans.

(«) Changes in Interest Rate, ete. Fach Base Rate Loan shall bear interest on
the outstanding principal amount thereot, tor cach day from and including the date such Base
Rate Loan is made or is automatically converted from a Furo-Rate Loan into a Base Rate Loan
pursuant to Section 2.07, to but excluding the date it is paid or is converted into a Euro-Rate
Loan pursuant to Section 2.07 hereof, at a rate per annum equal to the Base Rate for such day.
Each Euro-Rate Loan shall bear interest on the outstanding principal amount thereof trom and
including the first day of the Interest Period applicable thereto to (but not including) the last day
of such Interest Period at the interest rate determined by the Bank as applicable to such Euro-
Rate Loan based upon the Borrower's selections under Scction 2.04 or 2.07, as applicable, and
otherwise in accordance with the terms hereot.

(d) Rate Quotations. The Borrower may call the Bank on or before the date
on which a request for a Euro-Rate Loan is to be delivered to receive an indication of the rates
then in effect, but it is acknowledged that such projection shall not be binding on the Bank nor
aftect the rate of interest which thereaflter is actually in cffect when the election is made.

3.02  Interest Periods for Furo-Rate Loans. At any time when the Borrower
shall select a Euro-Rate Option by delivering a Revolving Credit Loan Request or a
Conversion/Continuation Notice, as provided herein, the notice shall specity an interest period
(the "Interest Period") during which such Interest Rate Option shall apply, such Interest Period to
be one. two, three or six Months, provided. that:

(a) any Interest Period under the Luro-Rate Option which would otherwise
end on a date which is not a Business Day shall be extended to the next succeeding Business Day
unless such Business Day falls in the next calendar month, in which case such Interest Period
shall end on the next preceding Business Day;

(b) cach Borrowing Tranche of Loans subject to any Luro-Rate Option shall
be in integral multiples of $1,000,000 and not less than $1,000,000; and

(c) the Borrower shall not sclect an Interest Pertod for any portion of the
Revolving Credit Loans that would end after the Expiration Date.

3.03  Interest After Default. To the extent permitted by Law, during the
continuance of an Event of Default, the Bank may. at its option, by notice to the Borrower, in
addition to its rights under Section 8.02:

(a) declare that no Revolving Credit Loan may be made as. converted into or
continued as a Furo-Rate Loan:

(h) declare that (1) the rate of interest for each Revolving Credit Loan
otherwise applicable pursuant to Section 3.01¢b) shall be equal to 2% per annum plus the rate of
interest otherwise applicable to such Revolving Credit Loan: and (i) cach other Obligation
hereunder if not paid when due shall bear interest at a rate per annum cqual to the sum ot the
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Base Rate plus an additional 2% per annum (rom the time such Obligation becomes due and
payable and until it 1s paid in full

The Borrower acknowledges that such increased rates reflect, among other things, the tact that
such Revolving Credit Loans or other amounts have become a substantially greater risk given
their detault status and that the Bank is entitled to additional compensation tor such risk. Such
interest shall be payable by the Borrower upon demand by the Bank.

3.04 Euro-Rate Unascertainability and illepality. 1f at any time the Bank shall
have determined that:

(i) adequate and reasonable means do not exist tor ascertaining such
Euro-Rate, or

(i)  a contingency has occurred which matenially and adversely affects
the London interbank eurodoliar market relating to the Euro-Rate, or

(i11)  after making all reasonable efforts, deposits of the relevant amount
in Dollars for the relevant Interest Period tor a proposed Euro-Rate Loan are not available to the
Bank with respect to such Euro-Rate Loan in the London interbank curodollar market, or

(iv)  such Euro-Rate will not adequately and fairly reflect the cost to the
Bank of the establishment or maintenance of any such Fzuro-Rate Loan, or

(v) the making, maintenance or funding of any Euro-Rate Loan has
been made impracticable or unlawful by compliance by the Bank in good faith with any Law or
any interpretation or application thereof by any Ofticial Body or with any request or directive of
any such Official Body (whether or not having the torce of Law),

then, in the case of any cvent specified above, the Bank shall promptly so notify the Borrower
thereof and as to the specific circumstances giving rise to such notice. Upon such date as shall
be specified in such notice (which shall not be earlier than the date such notice is given) the
obligation of the Bank to allow the Borrower to select a Euro-Rate Option shall be suspended
until the Bank shall have Jater notified the Borrower of the Bank's determination that the
circumstances giving rise to such previous determination no longer exist. If at any time the Bank
makes a determination under this Section 3.04 and the Borrower has previously notilied the
Bank of its sclection of’a Euro-Rate Option and such Interest Rate Option has not yet gone into
eftect, such notification shall be deemed to provide for the selection of the Base Rate Option
with respect to such Revolving Credit Loans. If the Bank notifies the Borrower of a
determination under subsection (v) of this Section 3.04. the Borrower shall, subject to the
Borrower's indemnitication Obligations under Section 4.04(b), as to any Euro-Rate Loan, on the
date specitied in such notice either convert such Revolving Credit Loan to the Base Rate Option
or prepay such Revolving Credit Loan in accordance with Section 4.03. Absent due notice from
the Borrower of conversion or prepayment, such Revolving Credit Loan shall antomatically be
converted to the Base Rate Option upon such specified date.



ARTICLE IV
PAYMENTS

4.01  Payments. All payments or prepayments to be made in respect of
principal or interest on the Revolving Credit Loans, Facility Fees or other fees or amounts due
from the Borrower hereunder shall be payable prior to 11:00 a.m. (New York time) on the date
when due without presentment, demand, protest or notice of any kind, all of which are hereby
expressly waived by the Borrower. Such payments shall be made to the Bank at the Principal
Oftice or to such account as the Bank shall designate in writing, in U.S. Dollars and in
immediately available funds. The Bank's statement of account, ledger or other relevant record
shall, in the abscence of manifest crror, be conclusive as the statement of the amount of principal
of and interest on the Revolving Credit Loans and other amounts owing under this Agreement.

4.02 Interest Payment Dates. Interest on Base Rate Loans shall be due and
payable in arrcars on the first Business Day of each April, July, October and January after the
date hereof, commencing on October 1, 2007, and on the Expiration Date or upon acccleration of
the Revolving Credit Note. Interest on each Euro-Rate Loan shall be due and payable in arrears
on the last day of cach Interest Period for such Euro-Rate Loan and also on the day which is
three (3) months after the first day of such Interest Period if such Interest Period i1s greater than
three (3) months and on the Expiration Date or upon acceleration of the Revolving Credit Note.
Interest on the principal amount of each Revolving Credit Loan or other monetary Obligation
shall be due and payable on demand after such principal amount or other monetary Obligation
becomes due and payable (whether on the stated maturity date, upon acceleration or otherwisc).

4.03 Principal Payments.

(a) Required Payments: Termination. At any time that the aggregate
outstanding principal balance of the Revolving Credit Loans shall exceed the amount of the
Commitment, the Borrower shall immediately prepay the amount of such excess. The
outstanding Revolving Credit Loans and all other unpaid Obligations shall be paid in tull by the
Borrower on the Expiration Date. Notwithstanding the termination of this Agreement on the
[xpiration Date, until all of the Obligations (other than contingent indemnity obligations) shall
have been fully paid and satisfied and all financing arrangements between the Borrower and the
Bank hercunder and under the other Loan Documents shall have been terminated. all of the rights
and remedies under this Agreement and the other Loan Documents shall survive.

(b) Voluntary Payments. The Borrower may from time to time pay. without
penalty or premiuwm, all outstanding Base Rate Loans, or. in a minimum aggregatc amount of
$£500.000. any portion of the outstanding Base Rate Loans on any Business Day upon notice to
the Bank by no fater than 11:00 a.m. (New York time) on the date of such prepayment. The
Borrower may from tme to time pay, subjcct to the payment of any funding indemnification
amounts required by Section 4.04(b) but otherwise without penalty or premium. all outstanding
Furo-Rate Loans, or. in a minimum aggregate amount of $1.000.000 or any integral multiple of
$1.000,000 in excess thereof, any portion of the outstanding Euro-Rate Loans upon three
Business Days' prior notice to the Bank.




All prepayment notices shall be irrevocable. The principal amount of the
Revolving Credit Loans for which a prepayment notice is given, together with interest on such
principal amount (except with respect to Base Rate Loans to which Section 4.02 shall apply),
shall be due and payable on the date specified in such prepayment notice as the date on which the
proposed prepayment is to be made. If the Borrower prepays a Revolving Credit Loan but fails
to specify the applicable Borrowing Tranche which the Borrower is prepaying, the prepayment
shall be applied first to Base Rate Loans, then to Revolving Credit Loans to which the Euro-Rate
Option applies. Any prepayment of Euro-Rate Loans hereunder shall be subject to the
Borrower's Obligation to indemnify the Bank under Section 4.04(b).

4.04 Additional Compensation in Certain Circumstances.

(a) Increased Costs or Reduced Return Resulting from Taxes, Reserves,
Capital Adequacy Requirements, Expenses, Etc. If any new, or change in any existing, Law,
guideline or interpretation or application thereof by any Official Body charged with the
interpretation or administration thereof or compliance with any new, or change in any existing,
request or directive (Whether or not having the force of Law) of any central bank or other
Official Body, in each case occurring after the date hereof:

(1) subjects the Bank to any tax or changes the basis of taxation with
respect to this Agreement, the Revolving Credit Note, the Revolving Credit Loans or payments
by the Borrower of principal, interest, Facility Fees or other amounts due from the Borrower
hereunder or under the Revolving Credit Note (except for taxes on the overall net income of such
Bank and franchise taxes, if any, imposed in lieu of net income taxes),

(i)  imposes, modifies or deems applicable any reserve, special deposit
or similar requirement against credits or commitments to extend credit extended by, or assets
(funded or contingent) of, deposits with or for the account of, or other acquisitions of funds by,
the Bank, or

(ili)  imposes, modifies or deems applicable any capital adequacy or
similar requirement (A) against assets (funded or contingent) of, or letters of credit, other credits
or commitments to extend credit extended by, the Bank, or (B) otherwise applicable to the
obligations of the Bank under this Agreement, and the result of any of the foregoing is to
increase the cost to, reduce the income receivable by, or impose any expense (including loss of
margin) upon the Bank with respect to this Agreement, the Revolving Credit Note, or the
making, maintenance or funding of any part of the Revolving Credit Loans (or, in the case of any
capital adequacy or similar requirement, to have the effect of reducing the rate of return on the
Bank's capital, taking into consideration the Bank's customary policies with respect to capital
adequacy) by an amount which the Bank in its sole discretion deems to be material,

the Bank shall from time to time notify the Borrower of the amount determined in good faith
(using any averaging and attribution methods employed in good faith) by the Bank to be
necessary to compensate the Bank for such increase in cost, reduction of income or return or
additional expense, provided that the Bank shall not give the Borrower notice hereunder unless
the Bank is generally imposing such increased costs on its similarly situated customers. Such
notice shall be delivered within thirty (30) Business Days after the Bank becomes aware of such
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increase of costs, reduction of income or return or imposition of expense and shall sct forth in
reasonable detail the basis tor such determination. Such amount shall be due and payable by the
Borrower to the Bank ten (10) Business Days after such notice is given.

(b) Indemnity. In addition to the compensation required by subsection (a) of
this Scetion 4.04, the Borrower shall indemnily the Bank against all Labilities, losses or expenses
(including loss of margin, any Joss or expense incurred in liquidating or employing deposits from
third parties and any loss or expense incurred in connection with tunds acquired by the Bank to
fund or maintain Euro-Rate Loans) which the Bank sustains or incurs as a consequence of any of
the following:

(1) payment, prepayment, conversion or renewal of any Euro-Rate
Loan on a day other than the last day of the corresponding Interest Period (whether or not such
payment or prepayment is mandatory, voluntary or automatic and whether or not such payment
or prepayment is then due), or

(11) attempt by the Borrower to revoke (expressly, by later inconsistent
notices or otherwise) in whole or part any notice relating to Revolving Credit Loan Requests
under Section 2.04. Converston/Continuation Notices pursuant to Section 2.07 or notice of
prepayment under Section 4.03 in respect of the making or continuation of, or conversion to, or
prepayment of Euro-Rate Loans.

If the Bank sustains or incurs any such loss or expense, it shall from time to time
notify the Borrower of the amount determined in good faith by the Bank (which determination
may include such assumptions, atlocations of costs and expenses and averaging or attribution
methods as the Bank shall deecm reasonable) to be necessary to indemnify the Bank for such loss
or expense. Such notice shall set forth in reasonable detail the basis for such determination.
Such amount shall be due and payable by the Borrower to the Bank ten (10) Business Days after
such notice s given.

4.05  Taxes. (a) All payments made by the Borrower under this Agreement or
the Revolving Credit Note shall be made free and clear of, and without deduction or withhelding
for or on account of, any present or future income, stamp or other taxes, levies, imposts, dutics,
charges, fees, deductions or withholdings, now or hereafter imposed, levied, collected, withheld
or assessed by any governmental authority, excluding net income taxes and franchise taxes
imposed as a result of a present or former connection between the Bank and the jurisdiction of
the governmental authority imposing such tax or any political subdivision or taxing authority
thereof or therein (other than any such connection arising solely from the Bank having exccuted,
delivered or performed its obligations or recerved a payment under, or entorced, this Agreement
or the Revolving Credit Note), 1 any such non-excluded taxes. levies, imposts, duties, charges.
fees. deductions or withholdings ("Nen-Excluded Taxes") are required to be withheld from any
amounts pavable to the Bank hereunder or under the Revolving Credit Note, the amounts so
pavable to the Bank shall be increased to the extent necessary to vield to the Bank (after payment
of alt Non-Excluded Taxes) interest or any such other amounts payable hereunder at the rates or
in the amounts specitied in this Agreement, provided. however, that the Borrower shall not be
required to increase any such amounts payable to the ank, if the Bank 1s not organized under
the laws ol the United States of America or a state thercof and the Bank fails to comply with the
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requirements ol paragraph (b) of this subscction. Whenever any Non-Excluded Taxes are
payvable by the Borrower. as promptly as possible thereafter the Borrower shall send to the Bank
for 1ts own account or lor the account of the Bank. as the case may be, a certitied copy of an
orginal official receipt received by the Borrower showing payment thercof or, i an official
receipt cannot be obtained with commercially reasonable effort. other evidence of pavment
reasonably acceptable to the Bank. [t the Borrower fails to pay any Non-Excluded Taxes when
due to the appropriate taxing authority or fails to remit to the Bank the required receipts or other
required documentary evidence after receiving appropriate notification of such tax liability from
the Bank. the Borrower shall indemnify the Bank for any incremental Non-Excluded Taxes,
interest or penalties that may become payable by the Bank as a result of any such failure. The
agreements in this subsection shall survive the termination of this Agreement and the payment of
the Revolving Credit Loans and all other amounts payable hereunder,

(b) The Bank, it it is not incorporated under the laws of the United States of
America or a state thereof, shall:

(1) deliver to the Borrower (on or before the date of any payment by
the Borrower) two duly completed copies of Internal Revenue Service Form W-8BEN, W-8ECI,
other appheable form. or successor applicable form, as the case may be;

(11) deliver to the Borrower further copies of any such form or
certification (1) after the occurrence of any event requiring a change in the most recent form
previously detivered by it to the Borrower, il as a result thereof the Bank would no longer be
entitled to an exemption from U.S. withholding tax or (ii) upon the reasonable request of the
Borrower:

unless in any such case any change in treaty. law or regulation has occurred alter the date such
Person becomes a party hereto which renders all such forms inapplicable or which would prevent
such Person from duly completing and delivering any such form with respect to it and such
Person so advises the Borrower. Each Person which is not incorporated under the laws of the
United States or a state thereof that shall become an assignee of the Bank pursuant to

Section 9.11 shall, upon the effectiveness of the related transfer, be required to provide all of the
forms. certifications and statements required pursuant to this subsection.

ARTICLE V
REPRESENTATIONS AND WARRANTIES

5.0 Representations and Warranties. The Borrower represents and warrants to
the Bank as [ollows:

(4) Organization and Qualitication. The Borrower and cach of its Significant
Subsidiaries 1s a corporation, validly existing and in good standing under the laws of its
jurisdiction of incorparation. The Borrower and each of its Significant Subsidiaries has the
corporate power to own or fease its propertics and to engage in the business it presently conducts
of proposes to conduct. The Borrower and cach of its Significant Subsidiaries is duly licensed or
qualitied and in good standing in cach jurisdiction where the property owned or leased by it or
the nature of the business transacted by it or both makes such licensing or gqualitication
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necessary. except in jurisdictions in which the failure to be in good standing or to be so qualified
or licensed would not result in a Material Adverse Change.

{b) Ownership. All of the outstanding common stock of the Borrower has
been validly issued, is fully paid and nonassessable and is owned by E. ON U.S. LLC. The
Borrower has not granted any options. warrants or other rights outstanding to purchase any
shares ol 1its common stock.

(¢) Subsidiarics. Schedule 5.01(c) contains an accurate list of all Subsidiaries
ot the Borrower as ol the date of this Agreement, scetting forth their respective jurisdictions of
organization and the percentage of their respective capital stock or other ownership interests
owned by the Borrower or other Subsidiaries.

(d) Power and Authority. The Borrower has full corporate power to enter
into, execute, deliver and carry out this Agreement and the other Loan Documents, to incur the
Indebtedness contemplated by the Loan Documents and to perform its Obligations under the
L.oan Documents and al) such actions have becn duly authorized by all necessary proceedings on
ts part.

(¢) Validity and Binding Effect. Cach of this Agreement and the Revolving
Credit Note has been duly and vahdly executed and delivered by the Borrower, and cach other
Loan Document which the Borrower is required to execute and deliver on or after the date hereof
will have been duly exccuted and delivered by the Borrower on the required date of delivery of
such Loan Document. This Agreement and each other Loan Document constitutes, or will when
executed constitute, legal. valid and binding obligations of the Borrower on and after its date of
delivery thereof, entorceable against the Borrower in accordance with its terms, except to the
extent that enforceability of such L.oan Document may be limited by bankruptey, insolvency,
reorganization, moratorium or other similar laws affecting the enlorceability of creditors' rights
venerally or general principles ol equity. including without limitation, any cquitable principles
which limit the right ol specific performance.

h No Conflict. Neither the execution and delivery of this Agreement or the
other Loan Documents by the Borrower nor the consummation of the transactions herein or
therein contemplated or comphance with the terms and provisions hereot or thereof by it will
conflict with, constitute a default under or result in any breach of (i) the terms and conditions of
the Articles of Incorporation, by-laws or other organizational documents of the Borrower or
(ii) subject to the matters described in subsection (q)(ii) of this Section 5.01. any Law or of any
material agreement or instrument or any order, writ, judgment, injunction or decree to which the
Borrower is a party or by which it is bound or to which it is subject, or result in the creation or
enforcement of any Lien. charge or encumbrance whatsoever upon any property (now or
hereafter acquired) of the Borrower.

(g) Litigation. Except as disclosed in the Annual Statements (detined below)
and the Interim Statements (defined below). there are no actions. suits, proceedings or
investigations pending or. to the knowledge of the Borrower, threatened against the Borrower or
any Subsidiary of the Borrower at law or cquity before any Otficial Body which individually or
in the aggregate could reasonably be expected to result inany Material Adverse Change. Neither
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the Borrower nor any Subsidiary of the Borrower is in violation of any order, writ, injunction or
decree of any Official Body which could reasonably be expected to result in any Material
Adverse Changes.

th) Fitle to Properties. Lach of the Borrower and its Subsidiaries has good
and marketable title to or valid Teaschold interest in all of its properties, assets and other rights
material to the operations of the Borrower and its Subsidiaries taken as a whole which it purports
to own or lease or which are reflected as owned or leased on its books and records. free and clear
of all Liens and encumbrances except Permitted Liens, and subject to the terms and conditions of
the applicable leases. All leases of property material to the operations of the Borrower and its
Subsidiaries taken as a whole are in full force and cffect without the necessity for any consent
which has not previously been obtained.

(1) I'inancial Statements.

(A) Historical Statements. The Borrower has delivered to the
Bank copies of its audited year-end financial statements for and as of the end of the three (3)
fiscal years ended December 31, 2006 (the "Annual Statements™). In addition, the Borrower has
delivered to the Bank copies ol its unaudited consolidated interim financial statements for the
fiscal vear to date and as of the end of the fiscal quarter ended March 31, 2007 (the "interim
Statements”™) (the Annual and Interim Statements being collectively referred to as the "Historical
Statements™). The Fistorical Statements were compiled from the books and records maintained
by the Borrower's management, present fairly the consohidated financial condition of the
Borrower as of their dates and the results of operations for the fiscal periods then ended and have
been prepared in accordance with GAAP and, except as otherwise stated therein, consistently
applied. subject (in the case of the Interim Statements) to normal year-end audit adjustments.

(B)  Accuracy of Financial Statements. At the Closing Date, the
Borrower has no material habilities, contingent or otherwise, or forward or long-term
commitments that are not disclosed in the Annual Statements or in the notes thereto, and except
as disclosed therein. there are no unrealized or anticipated losses from any commitments of the
Borrower which could reasonably be expected to cause a Material Adverse Change.

(C) No Materral Adverse Change. Since December 31, 2006,
no Material Adverse Change has occurred.

(1) Margin Stock. Neither the Borrower nor any Subsidiary of the Borrower
engages or intends to engage principally, or as one of its important activities, in the business of
extending credit for the purpose. immediately, incidentally or uitimately. of purchasing or
carrving margin stock (within the meanig of Regulation U). No purt of the proceeds of any
Revolving Credit Loan has been or will be used. immediately, incidentally or ultimately. to
purchase or carry any margin stoek or to extend credit to others for the purpose of purchasing or
carrymg any margin stock or to refund Indebtedness origimally mcurred tor such purpose, or for
any purpose which entanls a violation of or which is inconsistent with the provisions of the
regulations of the Board ol Governors of the Federal Reserve System. Neither the Borrower nor
any Subsidiary of the Borrower holds or intends to hold margin stock in such amounts that more



than 235% of the reasonable value ol the assets of the Borrower or anv Subsidiary of the
Borrower are or will be represented by margin stock.

(k) Full Disclosure. Neither this Agreement nor any other Loan Document,
nor any certificate, statement, agreement or other documents turnished by the Borrower or any
Subsidiary of the Borrower to the Bank in connection herewith or therewith, contained as of its
date any untrue statement ol a material fact or omitted as ol its date to state a material fact
necessary in order to make the statements contained herein and therein, taken as a whole, in light
of the circumstances under which they were made, not misicading. There is no tact known to the
Borrower which materially adversely affects the business, property. asscts, linancial condition or
results of operations of the Borrower and its Subsidiaries taken as a whole which has not been set
forth in this Agreement or in the Annual Statements, certificates, statements, agreements or other
documents furnished in writing by the Borrower to the Bank prior to or at the date hercof in
conncction with the transactions contemplated hereby.

() Taxes. All federal, state and other material tax returns required to have
been filed with respect to the Borrower and cach of its Subsidiaries have been filed and payment
or adequate provision has been made for the payment of all taxes, tees, assessments and other
vovernmental charges which have or may become due pursuant to said returns or to assessments
received, except to the extent that (i) such taxes, fees, assessments and other charges are being
contested in good faith by appropriate proceedings diligently conducted and for which reserves
or other appropriate provisions, it any. as shall be required by GAAP shall have been made or
(1) the nonpayment of such taxes, fees, assessments or other changes could not reasonably be
expected to result in a Material Adverse Change.

(m)  Consents and Approvals. No consent, approval. exemption, order or
authorization of], or a registration or filing with, any Oflicial Body or any other Person 1s required
by any Law or any agreement in connection with the execution, dehivery and, except as described
in subscction (y)(ii) of this Section 5.01. performance of this Agreement and the other Loan
Documents by the Borrower, other than such consents, approvals, exemptions. orders or
authorizalions that have been obtained and other than such registrations and filings as have been
made. On the Closing Date, other than the FERC Order. no consent, approval, exemption, order,
authorization, registration or tiling is required by any Law or any agreement in connection with
the execution and delivery of this Agreement and the other Loan Documents by the Borrower.

(n) No Event of Delault: Compliance with Instruments. No event has
occurred and is continuing and no condition exists or will exist after giving cftect to the
borrowings, if any. to be made on the Closing Date under the Loan Documents which constitutes
an Event of Default . Neither the Borrower nor any ol its Subsidiaries 1s in violation ol (i) any
term ol its certificate of incorporation. by-laws. or other organizational documents or (i) any
material agreement or istrument to which it is a party or by which 1t or any ot its propertics is
subject or bound where such violation could reasonably be expected to constitute & Material

Adverse Change.
(0) Insurance. The Borrower and cach of its Signiticant Subsidiaries has

policies of insurance which provide adequate coverage from reputable and financially sound
insurers or is seli=isured. in cach case. m amounts sullicient to insure the asscts and risks of the
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Borrower and cach of'its Significant Subsidiarics in accordance with prudent business practice in
the industry. As of the Closing Date. no notice has been wiven or claim made, and no grounds
exist, to cancel or avold any of such policies or any surety bonds or to reduce the coverage
provided thercby, which could reasonably be expected to result in a Material Adverse Change.

(p) Compliance with Laws. The Borrower and cach of its Subsidiaries is in
compliance in all material respects with all applicable Laws (other than in respect off
Environmental Laws, which are specifically addressed in subsection (8) of this Section 5.01) in
all Junisdictions in which the Borrower or any of its Subsidiaries is doing business, except where
the failure to do so could not reasonably be expected to constitute a Material Adverse Change.

(q) Investment Company Act and Federal Power Act.

(1 Neither the Borrower nor any of its Subsidiaries is an "investment
company” registered or required to be registered under the Investment Company Act of 1940, as
amended (the "Investment Company Act”), or under the "control” of an "investment company"
as such terms are defined in the Investment Company Act or under the "control” of an
"investment company” as such terms are defined in the Investment Company Act.

(i) The issuance of the Revolving Credit Note by the Borrower, the
incurrence of the Indebtedness by the Borrower contemplated by this Agreement and the
borrowing and reborrowing of Revolving Credit Loans hereunder is subject to regulation under
the Federal Power Act, as amended (“FPA”). The FERC issued an order in Docket No. ES06-4-
000 dated January 27, 2006 (the “FERC Order”) authorizing through November 30, 2007, the
issuance by the Borrower of debt securities with a maturity of two years or less in an aggregate
principal amount not exceeding $400,000,000 outstanding at any one time, subject to certain
conditions set forth in the FERC Order. Revolving Credit Loans under this Agreement constitute
debt securities with a maturity of two years or less as referred to in the FERC Order. The FERC
Order is n full force and effect. Additional authorization of the I'ERC will be necessary in order
for the Borrower to obtain any Revolving Credit Loans under this Agreement at any time that the
conditions set forth in the FERC Order are not satisfied, or to have outstanding more than
£400,000,000 in principal amount of debt sccurities with a maturity of two years or less
(including Revolving Credit Loans under this Agreement). The repayment of the Revolving
Credit Loans by the Borrower is permitted under the FPA and no authorization or approval of the
FERC is required in respect of such repayment.

{r) Plans and Benefit Arrangements. The Borrower and each other member
of the ERISA Group arc in compliance tn all material respects with any applicable provisions of
LERISA with respect to all Benefit Arrangements, Plans and Multiemployer Plans, except for any
such noncomphiances that. individually or in the aggregate, could not reasonably be expected to
result in any Material Adverse Change. To the best knowledge of the Borrower, there has been
no Prohibited Transaction with respect to any Benefit Arrangement, any Plan or any
Multicmployer Plan that. assuming the 1axable peried ot such transaction expired as of the date
hercot, could, individually or in the aggregate, reasonably be expected to result in any Material
Adverse Change. ‘The Borrower and all members ot the ERISA Group have made when due any
and all payments required to be made under any agreement relating to a Multiemployer Plan or a
Multiple Emptoyer Plan or any Law pertaining thereto, except where such failures, individually
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or in the aggregate. could not reasonably be expected to result in a Material Adverse Change.
With respect 1o cach Plan, the Borrower and cach member of the ERISA Group (1) have fulfilled
in all matenal respects their obligations under the minimum funding standards ol ERISA.

(1) have not incurred any material liability to the PBGC other than for premiums due but not
delinguent under Section 4007 of ERISA. and (i11) have not had asserted against them any
penalty for Gatlure to fulfill the minimum funding requirements ot ERISA.

(s) Invironmental Matters. Except for conditions, violations or fatlures
which individually and in the aggregate are not reasonably likely to result in a Material Adverse
Change and except as disclosed in the Borrower’s Annual Statements and Interim Statements, (1)
the Borrower and cach of its Subsidiaries are in compliance with all Environmental Laws, (11) the
Borrower and cach of its Subsidiaries are not the subject of any federal or state investigation
evaluating whether any remedial action is needed to respond to a release of any toxic or
hazardous waste or substance into the environment, and (iii) no notice, demand, request for
information. citation, summons or order has been issued, no complaint has been filed, no penalty
has been assessed and no investigation or review is pending or threatened by any governmental
or other entity with respect to any alleged failure by the Borrower or any of its Subsidiaries to
comply in any respect with any of such Environmental Laws.

(1) Ranking. The obligations of the Borrower under this Agreement and the
Revolving Credit Note constitute unsecured and unsubordinated obligations of the Borrower,
which rank pari passu in right of payment with all other present and future unsceured and
unsubordinated Indebtedness of the Borrower, except for such obligations which from timc to
time are mandatorily prelerred by laws applicable to companies generally.

(u) Tax Advice. Neither the Bank nor any of its affiliates has provided the
Borrower with tax advice in connection with this Agreement or the transactions contemplated
hercunder.

(v) Approvals. Other than the FERC Order. no consent, approval, exemption,
order, authorization, registration or filing is required by any Law or any agreement in connection
with the execution and delivery of this Agreement by the Borrower.

5.02  Updates to Representations and Warranties. I any of the representations
or warranties contained in Scction 5.01 become outdated or incorrect in any material respect, the
Borrower may, and prior to making any Revolving Credit Loan Request after the Closing Date
shall, provide the Bank a Schedule 5.02 which will contain such revisions or updates to such
representation and warranties as may be necessary or appropriate to update or correct same;
provided, however. that no representation or warranty shall be deemed to have been amended,
modificd or superseded by any such correction or update. nor shall any breach of representation
or warranty. resulting therefrom be deemed to have been cured thereby, unless and until the
Bank, in its sol¢ and absolute discretion, shall hav e aceepted in writing such revistons or updates
set torth in such Schedule 5.02,




ARTICLE VI
CONDITIONS OF LENDING

The obligation of the Bank to make Revolving Credit Toans hereunder is subject
to the performance by the Borrower ol its obhigations to be performed hercunder at or prior to the
making of any such Revolving Credit Loans and to the satisfaction of the tollowing lurther
conditions:

0,01 Closing Date Conditions. No Revolving Credit Loans shall be made until
cach of the conditions set forth below in this Scction 6.01 have been satistied on or after the
Closing Date:

(a) The representations and warranties of the Borrower contained in Article V
shall be true and accurate in all material respects on and as of the Closing Date with the same
ctfect as though such representations and warranties had been made on and as of such date
(except representations and warrantics which relate solely to an carlier date or time, which
representations and warranties shall be true and correct on and as of the specitic dates or times
referred to therein), and the Borrower shall have performed and complied with all covenants and
conditions hereol’ no Event of Delault shall have occurred and be continuing or shall exist; and
there shall be delivered to the Bank a certificate of the Borrower, dated the Closing Date and
signed by the Chiel Executive Officer, President, Treasurer or Chief Financial Ofticer of the
Borrower. to cach such effect.

(h) There shall be dehivered to the Bank a certificate dated the Closing Date
and signed by the Seeretary or an Assistant Seeretary or Treasurer of the Borrower. certifying as
appropriate as to:

(1) all action taken by the Borrower in connection with this Agreement
and the other Loan Documents:

(i1) the names of the officer or officers authorized to sign this
Agreement and the other Loan Documents and the true signatures of such ofticer or officers and
speeifving the Authorized Persons permitted to act on behalf of the Borrower for purposces of this
Agreement and the true signatures of such individuals, on which the Bank may conclusively rely,
and

(i) copics of the organtzational documents of the Borrower. including
its articles ol incorporation and by-laws as in ¢tfect on the Closing Date. certitied by the
appropriate state official where such documents are filed in a state ottice, together with
certificates from the appropriate state ofticials as to the continued existence and good standing of
the Borrower in cach state where it 1s organized or qualified to do business.

() ‘The Revolving Credit Note and cach other Loan Document shatl have
been duly executed and delivered to the Bank.
(d) There shall be delivered to the Bank g written opinion of Dorothy

O Bricn. Deputy General Counsel of the Borrower, and Frost Brown Todd LLC, special counse]

25



for the Borrower, dated the Closing Date substantially in the form of Exhibits D and [,
respectively.

(¢) Al legal details and proceedings in connection with the transactions
contemplated by this Agreement and the other Loan Documents shall be in form and substance
satisfactory to the Bank and counsel for the Bank, and the Bank shall have received all such
other counterpart originals or certitied or other copies of such documents and proceedings in
connection with such transactions. in form and substance satisfactory to the Bank and said
counsel, as the Bank or said counsel may reasonably request.

(H The Borrower shall pay or cause to be paid to the Bank. to the extent not
previously paid, all fees acerued through the Closing Date and the costs and expenses for which
the Bank is entitled to be reimbursed.

(g) Since December 31, 2006, no Material Adverse Change shall have
occurred; and there shall be delivered to the Bank a certificate dated the Closing Date and signed
by the Chief Executive Officer, President, Treasurer or Chief Financial Officer of the Borrower
to such effect.

(h) The making ol any Revolving Credit Loan on the Closing Date shail not
contravene any Law applicable to the Borrower or the Bank.

(1) No action, proceeding, investigation, regulation or legislation shall have
been instituted, threatened or proposed before any court, governmental agency or legislative
g g g
body 1o enjoin, restrain or prohibit. or to obtain damages in respect of, this Agreement or the
d k4 pes)

consummation of the transactions contemplated hereby or which, in the Bank's reasonable
judgment, would make it inadvisable to consummate the transactions contemplated by this
Agreement or any of the other Loan Documents.

6.02  Each Loan Made On or Alter the Closing Date. At the time of making any
Revolving Credit Loans herecunder and after giving ceffect to the proposed borrowings: except as
disclosed on Schedule 5.02 (as previously delivered to the Bank and accepted by the Bank), the
representations and warranties of the Borrower contained in Article V (other than the
representations and warranties contained in Sections 5.01(g) and 5.01(1)(C). which
representations and warranties are made only on and as of the Closing Date) shall be true in all
material respects on and as of the date of such additional Revolving Credit Loans with the same
cffect as though such representations and warranties had been made on and as of such date
(except representations and warranties which expressly refate solely to an carlier date or time,
which representations and warranties shall be true and correct on and as ol the specific dates or
times referred o therein): no Event of Default shalf have occurred and be continuing or shall
exist; the making of such Revolving Credit Loans shall not contravene any Law applicable (o the
Borrower, the Bank or the FERC Order: all necessary approvals ol the FERC for the requested
Revolving Credit Loans shall be in tull force and etfect; and the Borrower shall have delivered to
the Bank a duly exceuted and completed Revolving Credit Loan Request.




ARTICLE VI
COVENANTS

7.01  Affirmative Covenants. The Borrower covenants and agrees that until
payment in full of the Revolving Credit Loans and interest thereon, satislaction of all of the
Borrower's other Obhygations hereunder and under the other Loan Documents and termination of
the Commitment, the Borrower shall comply at all times with the following affirmative
covenants:

(a) Preservation of Existence. Etc. The Borrower shall, and shall cause each
of its Significant Subsidiaries to, maintain its corporate ¢xistence (except as otherwise
specifically permitted under Section 7.02(b)) and its license or qualification and good standing in
cach junsdiction in which its ownership or lease of property or the nature of its business makes
such license or qualification necessary, except where the failure to be so licensed, qualified or in
good standing would not result in a Material Adverse Change.

(b) Payment ol Liabilitics, Including Taxes, Etc. The Borrower shall, and
shall cause cach of'its Significant Subsidiaries to, duly pay and discharge all habilitics to which
it is subject or which are asserted against it, promptly as and when the same shall become due
and payable, including all taxes, assessments and governmental charges upon it or any of its
properties, assets, income or profits, prior to the date on which penalties attach thereto, except to
the extent that (i) such liabilities, including taxes, assessments or charges, are being contested in
good faith and by appropriate and lawful proceedings diligently conducted and for which such
reserve or other appropriate provisions, if any, as shall be required by GAAP shall have been
made, provided that the Borrower and its Stgnificant Subsidiaries will pay or bond all such
Nabilities forthwith upon the commencement of proceedings to foreclose any Lien which may
have attached as security therefor, or (i) failure to discharge such labilities could not reasonably
be expected to result in a Material Adverse Change.

(c) Maintenance of Insurance. The Borrower shall, and shall cause each ol its
Significant Subsidiaries to, insure its properties and assets with reputable and financially sound
insurers, against loss or damage by lire and such other insurable hazards as such asscts are
commonly insured (including fire, extended coverage, property damage, workers' compensation,
public liability and business interruption insurance) and against other risks (including errors and
omissions) in such amounts, subject to deductions and scelf-insurance retentions, as is consistent
with sound business practice and as simtlar properties and assets are insured by prudent
companies in similar circumstances carrying on similar businesses.

(d) Keeping of Records and Books of Account. The Borrower shall. and shall
cause cach of its Subsidiaries to, maintain and keep proper books of record and account which
cnable the Borrower and its Subsidiaries to issuce financial statements in accordance with GAAP
and as otherwise required by applicable Laws of any Official Body having jurisdiction over the
Borrower or any of'its Subsidiaries, and in which full, true and correct entries shall be made in
all material respects of all its dealings and business and financial affairs.

(¢) Compliance with Laws. The Borrower shall, and shall cause cach ol its
Subsidiaries to, comply with all applicable Laws. including all Environmental Laws, in all
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respects. provided that it shall not be deemed to be a violation of this Section 7.01(e) if any
failure to comply with any Law would not result in fines. penaltics. remediation costs. other
similar habilities or injunctive reliet which in the aggregate would constitute a Material Adverse
Change.

(" Use of Proceeds. The Borrower will use the proceeds of the Loans only
for lawtul purposes in accordance with Section 2.08 and such uses shall not contravene any
applicable Law or any other provision hereof.

(g) Ranking. The Borrower will ensure that the obligations of the Borrower
under this Agreement and the Revolving Credit Note will rank at all imes pari passu in right of
payment with all other present and future unsecured and unsubordinated Indebtedness of the
Barrower, except for such obligations which from time to time are mandatorily preferred by laws
applicable to companies generally.

7.02  Negative Covenants. The Borrower covenants and agrees that until
payment in full of the Revolving Credit Loans and interest thereon, satisfaction of all of the
Borrower's other Obligations hereunder and termination of the Commitment, the Borrower shall
comply with the following negative covenants:

(a) f.iens. The Borrower shall not, and shall not permit any of its Significant
Subsidiaries to, at any time create, incur, assume or suffer to exist any Lien on any of its
properties or assets, tangible or intangible, now owned or herealter acquired, or agree or become
liable to do so, except Permitted Liens.

(b) Liquidations, Mergers, Consolidations, Dispositions. The Borrower shall
not, and shall not permit any of its Significant Subsidiaries to, merge or consolidate with or sell,
assign, lease or otherwise dispose of (whether in one transaction or a series of transactions) all or
substantially all of its assets (whether now owned or hercafter acquired) to any person, except:

(1) the Borrower may merge or consolidate with any Person, provided
that, immediately thereafter and after giving effect thereto, no event shall occur or be continuing
which constitutes an Event of Default and the surviving corporation is the Borrower;

(i1) any Subsidiary of the Borrower may merge or consolidate with, or
sell, assign, lease or otherwise dispose of all or substantially alf ot its ussets to the Borrower or
any of its Significant Subsidiaries; and

(iiiy  any Signtficant Subsidiary may merge or consolidate with any
other Person, provided that immediately thereafter and after giving eflect thereto, no event shall
oceur or be continuing which constitutes an Event of Default and the surviving corporation is a
Swgntficant Subsidiary of the Borrower.

(c) Disposition of Assets. The Borrower shall not. and shall not permit any of
its Stgnificant Subsidiaries to, sell, lease. or otherwise transfer or dispose of voluntarily or
involuntarily (including sale, assignment. discount or other disposition ot accounts, contract
rights, chattel paper, equipment or general intangible with or without recourse) any of their
respective Property, except:
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(1) any sale. transfer, lease or other disposition ol assets in the
avdinary course of business:

(1) any sale, transfer, lease or other disposition of assets by a
Subsidiary to the Borrower or another Subsidiary or by the Borrower to a Subsidiary of the
Borrower:

(i) any sale, transfer, lease or other disposition of worn-out or obsolcte
assets or assets no longer used or uselful in the business of the Borrower or such Subsidiary;

(iv)  any sale or transter of trade receivables in connection with a
recervable securitization facility;

(v) any, sale, lease, transfer or other disposition of assets the net
procceds of which are invested or reinvested, or held in cash or cash equivalents for
reinvestment, in energy-related assets or applied to repay Indebtedness of the Borrower; and

(vi)  any sale, transfer, lease or other disposition of assets, other than
those specifically excepted in clauses (1), (1), (111), (iv) and (v) above, so long as the assets
subject to sale, transfer, lease or other disposition pursuant to this subsection (vi) do not exceed
during the term of this Agreement more than {5% of the total asscts of the Borrower as reported
on the balance sheet of the Borrower as of December 31, 2006.”

(d) Affitiate Transactions. The Borrower shall not, and shall not permit any
of its Subsidiaries to, enter into or carry out any transaction (including purchasing property or
services from or selling property or services to any Affiliate of the Borrower) with any Affiliate
{other the Borrower or any Subsidiary), unless such transaction is entered into in the ordinary
course of business upon fair and reasonable terms and conditions no less favorable to the
Borrower or such Subsidiary than the Borrower or such Subsidiary could obtain in a comparable
arms-length transaction, provided that, notwithstanding the foregoing, (1) so long as no Event of
Detault exists or would result and be continuing, to the extent permitted by applicable Law, the
Borrower and any of its Subsidiaries may declare or pay dividends on their capital stock, (i)
transactions between the Borrower or its Subsidiaries with the Borrower’s Affiliate, E.ON U.S.
Services, Inc., a service company, as required by and in compliance with any Law administered
by or promulgated or issued by the FERC or the Kentucky Pubtic Service Commission, the
Virginia State Corporation Commission, and the Tennessee Regulatory Authority” and (iii)
subject to comphiance with Scction 7.01(e) above, transactions subject to the jurisdiction of the
FERC or the Kentucky Public Service Commission, the Virginia State Corporation Commission.
and the Tennessee Regulatory Authority shall be permitted.

(e) [.everage Ratio. The Borrower shall not permit the ratio of Consolidated
Indebtedness to Consolidated Capitalization to equal or exceed 70% at any time.

7.03  Reporting Requirements. The Borrower covenants and agrees that until
payment in full of the Revolving Credit Loans and interest thereon. satistaction of all of the
Borrower's other Obligations hereunder and under the other Loan Documents and termination of
the Commutment. the Borrower will furnish or cause to be turnished to the Bank:
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(a) Quarterly Financial Reports. As soon as available and in any event within
Nty (30) calendar days atter the end of cach of the first three (3) fiscal quarters in cach fiscal
vear. consolidated financial statements of the Borrower and its Subsidiaries. consisting of a
consolidated balance sheet as of the end of such fiscal quarter and related consohidated
statements ol income and cash lows tor the fiscal quarter then ended and the fiscal vear through
that date. all in reasonable detail and scetting forth in comparative form the respective financial
statements tor the corresponding date and period in the previous fiscal year, certified by the
Chiet Executive Ofticer, President, Chief Financial Officer or Treasurer of the Borrower as
having been prepared in accordance with GAAP, consistently applied (except as stated therein),
subject to normal year-end adjustments.

{b) Annual Financial Statements. As soon as available and in any event
within ninety-five (95) days after the end ot cach fiscal year of the Borrower, financial
statements of the Borrower and its Subsidiaries consisting of consolidated and consolidating
halance sheets as of the end of such fiscal year, and related consolidated and consolidating
statements of income and cash flows tor the fiscal year then ended, all in reasonable detail and
setting torth in comparative form the financial statements as of the end of and for the preceding
fiscal year and such consolidated financial statements shall be certified by independent certitied
public accountants of nationally recognized standing.

(¢) Certificate of the Borrower. Concurrently with the financial statements of
the Borrower furnmshed to the Bank pursuant to Sections 7.03(a) and 7.03(b), a certificate of the
Borrower signed by the Chief Exccutive Officer, President, Chief Financial Officer or Treasurer
of the Borrower, except as described in Schedule 5.02 or pursuant to Section 7.03(d) or
otherwise in such certificate, that no Event of Default exists and is continuing on the date of such
certificate.

(d) Notice of Detault. Promptly after the Chief Executive Ofticer, President,
Chicf Financial Officer. Treasurer or other executive officer of the Borrower has learned of the
occurrence of an LEvent of Default, a certificate signed by the Chief Executive Ofticer, President,
Chief Financial Officer or Treasurer of the Borrower setting forth the details of such Event of
Default and the action which the Borrower proposes to take with respect thereto.

(¢) Notice of Litigation. Promptly after the commencement thereof, notice of
all actions, suits, proceedings or investigations before or by any Otficial Body or any other
Person against the Borrower or any ot its Subsidiaries which involve a claim or scries of ¢laims
which could reasonably be expected to constitute a Material Adverse Change.

(t) Notice of Cerntain ERISA Matters. Prompily alter (1) the occurrence
thereot, notice of any ERISA Termination Event or Prohibited Transaction with respecet to any
Plan that results, or could reasonably be expected to result, in a Material Adverse Change. which
notice shall specity the nature thereet and the Borrower's proposcd response thereto, and
(1) actual knowledge thereof, copies ol any notice of the PBGC's intention 1o terminate or to
have a trustee appointed to admimster any Plan.

ig) Other Reports and Information. Promptly upon their becoming available
to the Borrower:
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(1) any reports or notices generally distributed by the Borrower to its
security holders, it any, (other than L. ON U.S.LLC) on a date no later than the date supplied to
the security holders. and

(11y  any amendments, modifications or supplements to the FERC
Order. any additional orders of the FERC, or any amendments, modifications or supplements
thereto, in cach case (A) relating to the incurrence by the Borrower of short-term debt or (B) that
could reasonably be expected to result in a Material Adverse Change; and

(m)  such other reports and information as the Bank may from time to
time reasonably request.

ARTICLE VIl
DEFAULT

8.01 Events of Default. An Event of Default shall mean the occurrence or
existence of any one or more of the following events or conditions (whatever the reason therefor
and whether voluntary, involuntary or effected by operation of Law):

(a) ‘The Borrower shall fail to pay (i) any principal of any Revolving Credit
L.oan (including scheduled installments, mandatory prepayments or the payment due at maturity)
as such Revolving Credit Loan becomes due in accordance with the terms hereof or of any Loan
Document or (1) shall tail to pay any interest on any Revolving Credit Loan, any Facility Fees or
any other amount owing hereunder or under the other Loan Documents within three (3) Business
Davs atter the due date thereof,

(b) Any representation or warranty made at any time by the Borrower or a
Significant Subsidiary herein or in any other Loan Document, or in any certificate, other
instrument or statement furnished by the Borrower or a Significant Subsidiary pursuant 1o the
provisions hereof or thereol, shall have been false or misleading in any material respect as of the
time it was made or lurnished;

(c) ‘The Borrower shall default in the observance or performance of any
covenant contained in Section 7.01(a), Section 7.02, Section 7.03(d), or Section 7.03(g);

(dy  The Borrower or any Significant Subsidiary shall default in the observance
or performance ot any other covenant, condition or provision hercof or of any other Loan
Document, and such default shall continue unremedied for a period of thirty (30) days after (1) an
exeeutive officer of the Borrower shall have actual knowledge of such default or (11) written
notice thereot shall have been given to the Borrower by the Bank:

(c) A detfault or event of detault shall occur at any time under the terms of any
other agreement invelving borrowed money or the extension of credit or any other fndebtedness
under which the Borrower or any ot'its Significant Subsidiaries may be obligated for the
pavment in excess of $50.000.000 in the aggregate, and (i) such breach, default or event of
default continues bevond any period of grace permitted with respect thereto and permits the
aceeleration of any such Indebtedness or (i1) causes the acceleration of any such Indebtedness:
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(h Any final judgment(s) or order(s) for the payment of money shall be
entered against the Borrower or any ol its Signilicant Subsidiaries by a court having jurisdiction
in the premises which judgment is not discharged. vacated, bonded or stayed pending appeal
within a period of thirty (30} days from the date of entry if the aggregate amount of all such
judgments and orders exceeds $30.000,000:

(g) Any of the Loan Documents shall cease to be a legal, valid and binding
agreement enforceable against the Borrower or the legality, validity or binding nature of any of
the Loan Documents shall in any way be challenged or contested by the Borrower;

(h) The Borrower or any Significant Subsidiary ceases to be solvent or admits
in writing its inability, or is generally unable, to pay its debts as they mature;

(1) ‘The Borrower or any Significant Subsidiary ceases to conduct business
(other than as permitted by Section 7.02(b) or (¢)) or the Borrower or any Significant Subsidiary
is enjoined. restrained or n any way prevented by court order from conducting all or any
material part of its business and such injunction, restraint or other preventive order is not
dismissed within thirty (30) days after the entry thereof;

() Any of the following occurs: (i) any Reportable Event which constitutes
grounds under Scction 4042 of ERISA for the termination ot any Plan by the PBGC or the
appointment of a trustee to administer or liquidate any Plan, shall have occurred and be
continuing; {i1) a notice of intent to terminate any Plan shall have been filed with the PBGC
under Section 4041 of ERISA; (iii) the PBGC shall give notice under Section 4042 of ERISA of
its intent to institute proceedings to terminate any Plan or Plans or to appoint a trustee to
administer or hiquidate any Plan; (iv) the Borrower or any member of the ERISA Group shall fail
to make any contributions when due to a Plan or a Multiemployer Plan; (v) the Borrower or any
member of the ERISA Group shall make any amendment to a Plan with respect to which security
is required under Scetion 307 of ERISA; (vi) the Borrower or any member of the ERISA Group
shall withdraw completely or partially from a Multiemployer Plan pursuant to Subtitle £ of Title
IV of ERISA: or (vii) the Borrower or any member of the ERISA Group shall withdraw within
the meaning of Scction 4063 of ERISA (or shall be deemed under Section 4062(¢) of ERISA to
withdraw) from a Multiple Emplover Plan; and, with respect to any of such events specified in
clause (1), (i), (ii1), (iv), (v), (vi) or {vii), such occurrence would be reasonably likely to result in
a Material Adverse Change;

(k) A proceeding shall have been instituted in a court having jurisdiction in
the premises seeking a deeree or order Jor relief in respect of the Borrower or any Significant
Subsidiary i an involuntary case under any applicable bankruptey. insolvency, reorganization or
other similar law now or hereafter in effect. or for the appointment of a receirver. liquidator,
asstgnee. custodian. trustee. seqaestrator. conservator (or similar otficial) ol the Borrower for
any substantial part of its property, or for the winding-up or liquidation of 1ts atfairs. and such
procecding shall remain undismissed or unstayed and in effect for a period of sixty (60)
consecutive days; such court shall enter a decree or order granting any of the relief sought in
such proceeding: or the Borrower shall consent, approve or otherwise acquiesce in any of the
actions sought in such proceeding:
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H The Borrower or any Signiticant Subsidiary shall commence a voluntary
case under any applicable bankruptey, insolvency, reorganization or other similar kaw now or
hercatter in effect, shall consent to the entry of an order tor relief in an involuntary case under
any such law, or shalt consent to the appointment or taking possession by a receiver, liquidator,
assignee. custodian, trustee, sequestrator. conservator (or other similar otficial) of itself or for
any substantial part of its property or shall make a general assignment for the benefit of creditors,
or shall fail generally to pay its debts as they become due, or shall take any action in furtherance
of any of the foregoing;

(m)  E.ON AG shall tail to own, directly or indirectly, at lcast 66-2/3% of the
outstanding Voting Capital of the Borrower: or

(n) ‘The Borrower's corporate credit rating by Standard & Poor's shall be
withdrawn or reduced below BBB-: or the Borrower's issuer rating by Moody's shall be

withdrawn or reduced below Baa3.

8.02 Consequences of Event of Default.

(a) I an Event of Default specitied under subsections (a) through (j), (m) or
(n) of Section 8.01 shall occur and be continuing, the Bank may by written notice to the
Borrower take one or both of the following actions: (i) terminate the Commitment and thereupon
the Commitment shall be terminated and of no further force and effect or (ii) declare the unpaid
principal amount of the Revolving Credit Note then outstanding and all interest accrued thereon,
any unpaid fees and all other Indebtedness of the Borrower to the Bank hercunder, thereunder
and under the other Loan Documents to be forthwith due and payable, and the same shail
thereupon become and be immediately due and payable to the Bank without presentment,
demand. protest or any other notice of any kind, all of which are hereby expressly waived.

(b) I an Event of Detault specified under subsections (k) or (1) of Section
8.01 shall oceur, the Commitment shall automatically terminate and be of no further force and
cffect. the Bank shall be under no Jurther obligations to make Revolving Credit Loans hereunder
and the unpaid principal amount of the Revolving Credit Note then outstanding and all interest
accrued thercon, any unpaid fees and all other Indebtedness of the Borrower to the Bank
hereunder, thereunder and under the other Loan Documents shall be immediately due and
payable, without presentment, demand, protest or notice of any kind, alt of which are hereby
expressly waived.

(c) {f an Event of Default shall occur and be continuing, the Bank and any
branch, Subsidiary or Aftiliate of such Bank shall have the right, in addition to all other rights
and remedies avatlable to it, without notice to the Borrower, to set oft against and apply to the
then-unpard balance of the Revolving Credit Loans and all other Obligations of the Borrower
hereunder or under any other Loan Documient any debt owing to, and any other funds held in any
manner for the account of, the Borrower by the Bank or by such branch, Subsidiary or Affiliate,
including all funds in all deposit accounts (whether time or demand, general or special,
provisionally credited or finally credited, or otherwise) now or hereafter maintained by the
Borrower for its own account {but not including funds held in custodian or trust accounts) with
the Bank or such branch, Subsidiary or Affiliate; provided, that the Bank or any such branch,
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Subsidiary or Affiliate of the Bank shall use reasonable eftorts 1o notity the Borrower thereof
promptly alter such set-oftand appheation: provided. turther. that the failure of the Bank or any
such branch. Subsidhary or Atliliate of the Bank to so notify the Borrower shall not, under any
circumstances. result in any liabihty to the party tailing to provide such notice. Such right shall
exist whether or not the Bank shall have made any demand under this Agreement or any other
Loan Document. whether or not such debt owing to or tunds held for the account of the
Borrower is or are matured or unmatured and regardiess of the existence or seeurity, right or
remedy avatlable to the Bank.

(d) I an Event of Detault shall oceur and be continuing, and whether or not
the Bank shall have aceelerated the maturity of Revolving Credit Loans to the Borrower pursuant
to any of the foregoing provisions of this Section 8.02, the Bank. if owed any amount with
respeet to the Revolving Credit Note, hereunder or under any other Loan Document, may
proceed to protect and entoree its rights by suit in equity, action at law and/or other appropriate
proceeding, whether for damages or for the specific performance of any covenant or agreement
contained in this Agreement or the Revolving Credit Note, and, if such amount shall have
become due, by declaration or otherwise, proceed to entforce the payment thereof or any other
fegal or equitable right of the Bank.

(¢) FFollowing any Event of Detault, the Borrower agrees to reimburse the
Bank upon written request trom the Bank for the Bank’s reasonable, actual, out-of-pocket
expenses, disbursements and advances incurred or made in accordance with this Agreement
(including reasonable fees and disbursements of its external counsel) and made in furtherance of
the Bank’s rights and privileges hereunder with respect to enforcement and collection, except to
the extent that any such expense, disbursement or advance 1s due to the gross negligence or
willtul misconduct of the Bank.

() In addition to all of the rights and remedies contained in this Agreement or
in any ot the other Loan Documents. the Bank shall have all of the rights and remedies under
applicable Law, all of which rights and remedies shall be cumulative and non-exclusive, to the
extent permitted by Law. The Bank may exercise all post-default rights granted to the Bank
under the Loan Documents or apphceable Law.

ARTICLE IX
MISCELLANEOUS

9.01  Modifications, Amendments or Waivers. The Borrower and the Bank may
from time to time enter nto written agreements amending or changing any provision of this
Agreement or any other Loan Document or the rights of the Bank or the Borrower hereunder or
thercunder or granting warvers or consents to a departure from the due performance ot the
Obligations of the Borrower hereunder or thereunder. Any such agreement. walver or consent
shall be effective to bind the Bank and the Borrower.

9.02  No Imphed Waivers: Cumulative Remedies: Writing Required. No cotrse
of dealing and no delay or fatlure of the Bank in exercising any right, power, remedy or privilege
under this Agreement or any other Loan Document shall affect any other or future exercise
thereot or operate as a waiver thereolt nor shall any single or partial exercise thereof or any
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abandonment or discontinuance of steps to enforce such a right, power, remedy or privilege
preclude any further exercise thercof or ol any other right, power. remedy or privilege. The
rights and remedies of the Bank under this Agreement and any other Loan Documents are
cumulative and not exclusive ot any rights or remedies which they would otherwise have. Any
waiver, permit, consent or approval ot any kind or character on the part of the Bank of any
breach or default under this Agreement or any such waiver ol any provision or condition of this
Agreement must be inwriting and shall be ettective only to the extent specitically set torth in
such writing.

9.03  Reimbursement and Indemnification of the Bank by the Borrower. The
Borrower agrees unconditionally upon demand to pay or reimburse to the Bank and to indemnify
and save the Bank harmless against (1) hability for the pavment of all reasonable out-of-pocket
costs, expenses and disbursements (including fees and expenses of counsel for the Bank)
incurred by the Bank (a) in connection with the administration and interpretation of this
Agreement, and other instruments and documents to be delivered hercunder, (b) relating to any
amendments, waivers or consents pursuant to the provisions hereof, (¢) in connection with the
enforcement of this Agreement or any other Loan Document, or collection of amounts duc
hercunder or thercunder or the proot and allowability of any claim arising under this Agreement
or any other [oan Document, whether in bankruptey or receivership proceedings or otherwise,
and (d) in any workout or restructuring or in conncction with the protection, preservation,
exercise or enforcement of any of the terms hereof or of any rights hereunder or under any other
L.oan Document or in connection with any foreclosure, collection or bankruptey proceedings, or
(11) all habilitics, obligations, losses, damages, penalties, actions, judgments, suits, costs,
expenses or disbursements of any kind or nature whatsoever which may be imposed on, incurred
by or asserted against the Bank, in its capacity as such. in any way relating to or arising out of
this Agreement or any other LLoan Documents or any action taken or omitted by the Bank
herecunder or thereunder or the actual or proposed usc of proceeds of the Loans, provided that the
Borrower shall not be hable for any portion of such liabilities. obligations, losses, damages,
penalties, actions. judgments, suits, costs, expenses or dishursements if the sume results from the
Bank's gross negligence or willful misconduct.

9.04 Hohidays. Whenever payment of a Revolving Credit Loan to be made or
taken hereunder shall be due on a day which 1s not a Business Day, such payment shall be due on
the next following Business Day (except as provided in Section 4.02(a) with respect to Interest
Pertods applicable to Euro-Rate Loans) and such extension of time shall be included in
computing interest and tees. Whenever any payment or action to be made or taken hereunder
(other than payment of the Revolving Credit Loans) shall be stated to be due on a day which is
not a Business Day, such payment or action shall be made or taken on the next following
Business Day and such extension of time shall be included in computing interest or tees. if uny,
in connection with such payment or action.

9.05  [unding by Branch. Subsidiary or Attiliate. The Bank shall have the right
from time to time to make or maintain any Revolving Credit Loan by arranging for a branch.
Subsidiary or Aftiliate of the Bank to make or maintiain such Revolving Credit Loan subject to
the Jast sentence of this Scction 9.05. I the Bank causes a branch, Subsidiary or Athiliate to
make or maintain any part of the Revolving Credit Loans hercunder. afl terms and conditions of
this Agreement shall, exeept where the context clearly requires otherwise, be applicable to such
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part of the Revolving Credit Loans to the same extent as if such Revolving Credit Loans were
made or maintained by the Bank but in no event shall the Bank's use of such a branch, Subsidiary
or Affihate to make or maintain any part of the Revolving Credit Loans hereunder cause the
Bank or such branch, Subsidiary or Atfiliate to incur any cost or expenses payable by the
Borrower hercunder or require the Borrower to pay any other compensation to the Bank
(including any ¢xpenses incurred or payable pursuant to Section 4.04 or Section 4.05) which
would otherwise not be incurred.

9.06  Notices. All notices, requests, demands, directions and other
communications (as uscd in this Section 9.06 collectively referred to as "notices”) given to or
made upon any party hereto under the provisions of this Agrecment shall be in writing (including
telex or facsimile communication) unless otherwise expressly permitted hereunder and shall be
delivered or sent by telex or facsimile to the respective parties at the addresses and numbers set
forth under their respective names on the signature pages hereof or in accordance with any
subsequent unrevoked written direction from any party to the other. All notices shall, except as
otherwise expressly herein provided, be effective (a) in the case of telex or facsimile, when
received, (b) in the case of hand-delivered notice, when hand delivered, (¢) if given by mail,
three (3) Business Days atter such communication is deposited in the mails with first-class
postage prepaid, return receipt requested, and (d) if given by any other means (including by air
couricr), when delivered.

9.07  Scverability. The provisions of this Agreement are intended to be
severable. 1f any provision of this Agreement shall be held invalid or unenforceable in whole or
in part in any jurisdiction, such provision shall, as to such jurisdiction, be ineffective to the
extent of such invalidity or unenforcceability without in any manner affecting the validity or
enforceability thereof in any other jurisdiction or the remaining provisions hereof in any
jurisdiction.

9.08  Governing faw. This Agreement shall be deemed to be a contract under
the State of New York and for all purposes shall be governed by and construed and enforced in
accordance with the internal laws of the State of New York without regard to its conflict of laws
principles.

9.09  Prior Understanding. This Agreement supersedes all prior understandings
and agrecements, whether written or oral, between the parties hereto and thereto relating to the
transactions provided tor herein. including any prior confidentiality agreements and
commitments.

9.10  Duration; Survival. All representations and warranties of the Borrower
contained herein or made in connection herewith shall survive the making of Revolving Credit
{_oans and shall not be waived by the execution and delivery ot this Agreement, any
investigation by the Bank. the making of Revolving Credit Loans or pavment in tull of the
Revolving Credit Loans. All covenants and agreements ol the Borrower contained in Article Vil
herein shall continue in full force and eftfect from and after the date hereof so long as the
Borrower may borrow and until termination of the Commitments and payment in full of the
Revolving Credit Loans and all other Obligations hereunder. All covenants and agreements ot

the Borrower contained herein relating to the payment of additional compensation or expenses
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and indemntfication. including those set forth in Sections 4.04. 4.05 and 9.03. shall survive
payment in full of the Revolving Credit Loans and termination of the Commitment.

9.11  Sugcessors and Assigns. This Agreement shall be binding upon and shall
inure to the benetit of the Bank, the Borrower and their respective successors and assigns. except
that the Borrower may not assign or transfer any of its rights and Obligations hereunder or any
interest herein without the consent of the Bank. The Bank may, at its own cost, (i) scll
participations in all or any part of its Commitment and the Revolving Credit Loans made by it to
one or more banks or other entities without the consent of the Borrower and (11) with the consent
of the Borrower, unless an Event of Default has occurred and is continuing, such consent not to
be unreasonably withheld, make assignments of all or any part of its Commitment and the
Revolving Credit Loans made by it to onc or more banks or other entities; provided that the
consent of the Borrower shall not be necessary to assign all or any part of the Bank's
Commitment or Revolving Credit Loans (A) to an Alfiliate of the Bank or (B) to any Person
after the occurrence of an Event of Default and during the continuation thercof. Any assignee
which is not incorporated under the Laws of the United States of America or a state thereof shall
deliver to the Borrower the form of certificate described in Section 4.05 relating to federal
income tax withholding. The Bank may turnish any publicly available information concerning
the Borrower and any other information concerning the Borrower in the possession of the Bank
from time to time to assignees and participants (including prospective assignees or participants)
provided that such assignees and participants agree to be bound by the provisions of Section
9.12. Notwithstanding any other language in this Agreement, the Bank may at any time assign
all or any portion ol its rights under this Agreement and the Revolving Credit Note to a Federal
Reserve Bank as collateral in accordance with Regulation A and the applicable Operating
Circular of such Federal Reserve Bank.

9.12  Confidentiality. The Bank agrees to keep confidential all information
obtained from the Borrower which s nonpublic and confidential in nature (including any
information the Borrower specifically designates as contidential) other than any such
information that is available to the Bank on a non-confidential basis prior to disclosure by the
Borrower, exeept as provided below, and to use such information only in connection with its
capacity under this Agreement and for the purposes contemplated hereby. The Bank shall be
permitted to disclose such information (1) to its Affiliates and to its Aftiliates’ respective
partners, directors, officers, cmployees, agents, advisors and representatives (it being understood
that the Persons to whom such disclosure is made wilf be informed of the contidential nature of
such Information and instrueted to keep such Information confidential), (i1) to outside legal
counsel, accountants and other professional advisors in connection with the administration and
enforcement of this Agreement, subject 1o agreement ol such Persons to maintain the
confidentiality, (ii1) to assignees and participants as contemplated by Section 9.11. (1v) to the
extent requested by any bank regulatory authority or other regulatory or selt-regulatory authority,
{v) as otherwise required by applicable Law or by any subpoena or similar legal process, with
notice to the Borrower (to the extent the Bank 1s not fegally prohibited from doing so by statutc,
rule or regulation), or in connection with any litigation, investigation or proceeding arising out of
the transactions contemplated by this Agreement or the enforcement by the Bank of rights
hereunder or under any Loan Document, (vi) it it becomes publicly available other than as a
result of a breach ot this Agreement or becomes available from a source not known to the Bank
10 be subject to confidentiality restrictions. or (vii) i the Borrower shall have consented to such
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disclosure. Notwithstanding anything provided herein. and any express or implied claims of
exclusivity or proprictary rights. cach party hereto is hereby authorized (including employees.
representatives or agents) to disclose to any and all persons, without limitation of any kind. the
tax treatment and tax structare of this transaction, and all materials of any kind (including
opimons or other tax analyses) that are provided to cither party relating to such tax treatment and
tax structure: provided that with respect to any document or similar item that in cither case
contains information concerning the tax treatment or tax structure of the transaction as well as
other information, this sentence shall only apply to such portions of the document or similar item
that relate to the tax treatment or tax structure of the transactions contemplated thereby. For
purposes ol this authorization. "tax" means United States Federal income tax, "tax treatment”
means the purported or claimed Federal income tax treatment of the transaction. and "tax
structure™ means any fact that may be refevant to understanding the purported or claimed Federal
income tax treatment of the transaction.

9.13  Counterparts. This Agreement may be executed by different parties hereto
on any number of separate counterparts, each of which, when so exccuted and delivered, shall be
an original. and all such counterparts shall together constitute one and the same instrument.

0.14  CONSENT TO FORUM: WAIVER OF JURY TRIAL. BORROWIER
HEREBY IRREVOCABLY CONSENTS TO THE NONEXCLUSIVE JURISDICTION OF
ANY UNITED STATES FEDERAL COURT OR NEW YORK STATE COURT SITTING IN
NEW YORK, NEW YORK, AND WAIVES PERSONAL SERVICE OF ANY AND ALL
PROCESS UPON I'" AND CONSENTS THA'T ALL SUCH SERVICE OF PROCLSS BE
MADIE BY CERTIFIED OR REGISTERED MAIL DIRECTED TO BORROWER AT THE
ADDRIESSES PROVIDED FOR IN SECTION 9.06 AND SERVICE SO MADE SHALL BE
DEEMED TO Bl COMPLETED UPON ACTUAL RECEIPT THEREOIF. BORROWER
WAIVES ANY OBJECTION TO JURISDICTION AND VENUE OF ANY ACTION
INSTITUTED AGAINST I'T AS PROVIDED HEREIN AND AGREES NOT TO ASSERT
ANY DEFENSE BASED ON LACK OF JURISDICTION OR VENUE OR BASED ON
INCONVENIENT FORUM. THE BORROWER AND THE BANK HEREBY WAIVLE TRIAL
BY JURY IN ANY ACTION, SUIT, PROCEEDING OR COUNTERCLAIM OF ANY KIND
ARISING OUT OF OR RELATED TO THIS AGREEMENT OR ANY OTHER LLOAN
DOCUMENT TO THE FULLEST EXTENT PERMITIED BY LAW.
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IN WITNESS WHEREOF, the parties hereto, by their officers thercuntao duly
authorized, have executed this Agreement as of the day and vear tirst above written.

K[‘NIL(K}é/ZfFH IH?S/YW

Title, Treasyréxr /R

Address for Notices:

220 West Main Street
Louisville, KY 40202
Attention: Treasurer

Telecopier No. (502) 627-4742
Telephone No. (502) 627-4956

U S. BANK NATIONAL ASSOCIATION

BYW

Title: < V/O SRS (S —

Address for Notices.

One Financial Square

Louisville, Kentucky 40202-3322
Attention: David Wombwell

Telecopter No. (502) 562-6460
Telephone No. (502) 562-6685



SCHEDULE 5.01(¢)

LIST OF SUBSIDIARIES

Kentucky Utilities Company
-- Ohio Valley Electric Corporation, an Indiana corporation (2.5%)
-- Indiana-Kentucky Electric Corporation, an Indiana corporation

-- Electric Energy, Inc., an Ilhnois corporation (20%)

Midwest Electric Power Inc., an [llinois corporation

1
1

Joppa and Eastern Railroad Company, an lllinois corporation

Met South. Inc., an [llinois corporation

-- Massac Enterprises LLLC, an Hlinois limited liability company

-- Joppa Gencrating Station [LLC, an IHinois limited liability company
-- Lexington Utilities Company, a Kentucky corporation

(Indentation indicates ownership relationships. Ownership 1s 100% by such indicated parent,
unless otherwise indicated.)



SCHEDULE 5.02

SUBSEQUENT DISCLOSURES

None.



EXHIBIT A

FORM OF
REYOLVING CREDIT NOTE

o
]
N

.000.000 June 22, 2007

FOR VALUE RECEIVED, the undersigned, KENTUCKY UTILITIES
COMPANY, a Kentucky and Virginia corporation (herein called the "Borrower"). hereby
promiscs to pay to the order of U.S. BANK NATIONAL ASSOCIATION (the "Bank") the
lesser of (i) the principal sum of THIRTY FIVE MILLION U.S. Dollars (U.S. $35,000,000), or
(11) the aggregate unpaid principal balance of all Revolving Credit Loans made by the Bank to
the Borrower pursuant to Section 2.01 of the Credit Agreement dated as of June 22, 2007 by and
between the Borrower and the Bank, (as amended, restated, supplemented or modified from time
to time, the "Credit Agreement™), the amount of (i) or (i1) (as applicable) being payable on the
Expiration Date or at such other times specificed in the Credit Agreement.

The Borrower shall pay interest on the unpaid principal balance hereof from time
to time outstanding trom the date hereof at the rate or rates per annum specilied by the Borrower
pursuant to, or as otherwise provided in, the Credit Agreement. Interest on this Revolving Credit
Note will be payable at the times specitied in the Credit Agreement.

Subject to the provisions of the Credit Agreement, payments of both principal and
interest shall be made without setotf, counterclaim or other deduction of any nature, as and to the
extent specified in the Credit Agreement, in law(ul money of the United States of America in
immediately available funds.

This Revolving Credit Note 1s referred to in, and is entitled to the benefits of, the
Credit Agreement and other Loan Documents, including the representations, warranties,
covenants and agreements contained thercin. The Credit Agreement, among other things,
contains provisions for acceleration ot the maturity hereof upon the happening of certain stated
cvents and also for prepayment, in certain circumstances, on account of principal hereof prior to
maturity upon the terms and conditions therein specitied.

All capntalized terms used herein shall. unless otherwise delined herein, have the
same meanings given to such terms in the Credit Agreement.

Except as otherwise provided in the Credit Agreement. the Borrower waives
presentment. demand. notice, protest and all other demands and notices in connection with the
delivery, aceeptance. performance, default or enforcement of this Revolving Credit Note and the
Credit Agreement.

This Revolving Credit Note shall be governed by and construed in accordance
with the internal laws of the State of New York without giving etlect to its contlicts of law



principles. The Borrower hereby irrevocably (a) submits in any litigation involving this
Revolving Credit Note to the non-exclusive junisdiction of state and federal courts sitting in the
State of New York: (b) waives and agrees not to plead any objection that it may now or hercatter
have to the venue of any such litigation in any such courts: and (¢) WAIVES ANY RIGHT TO
TRIAL BY JURY IN ANY SUCLH LITIGATION.

IN WITNESS WHERLEOT, the undersigned, by its duly authorized otticer, has
exceuted this Revolving Credit Note as of the date tirst above written.

KENTUCKY UTILITIES COMPANY

By:
Name:
Title:

By:
Name:
Title:




EXHIBIT B

FORM OF

REVOLVING CREDIT LOAN REQUEST

TO: U.S. Bank National Association (the "Bank™)

Telephone No.:
Telecopier No.:

Aun:
FROM: Kentucky Utilities Company (the "Borrower")
RE: Credit Agreement (as amended, restated, supplemented or modified from time to

time, the "Agreement”), dated as of June 22, 2007, by and betwecen the Borrower

and the Bank

Capitalized terms not otherwise defined herein shall have the respective meanings ascribed to

them by the Agreement,

Al
irrevocibly requests [echeck as appropriate|:

.(a)

A

B3
m LS. Dollars and in immediately avatlable funds prior to 2:00 pom. (New York ume) on the

Borrowing Date to the tollowing account:

Pursuant to Scection 2.04 of the Agreement, the undersigned Borrower

Base Rate .oan, having a Borrowing Date of , 200
(which date may be the Business Day of receipt by Bank by 11:00
a.m. (New York time) of this Loan Request).

OR

LEuro-Rate Loan of one (1) Borrowing Tranche having a Borrowing
Date of . 200 (which date shall be three (3) Business
Days after the Business Day of receipt by Bank by 11:00 a.m.
(New York time) of this Loan Request) and an Interest Period for a
Luro-Rate Loan of [one, two, three or
six Months].

In the principal amount of LSS

Proceeds of the Revolving Credit Loan should be transferred by the Bank

finsert appropriate wire instructions]

C.
Revolving Credit Loans (and afler giving eltect thereto): except as disclosed on Schedule 5.02

As of the date hercol and the date of making of the above-requested



(as previously delivered to the Bank and accepted by the Bank), all of the Borrower's
representations and warranties contained in Article V of the Agreement (other than the
representations and warranties contained in Sections 3.01(g) and 5.01(i)0C)., which
representations and warranties are only made on and as of the Closing Date) are true and correct
in all material respects (except representations and warranties which expressly relate solely to an
carlier date or time. which representations and warranties shall be true and correct on and as of
the specitic dates or times referred to therein); no Event of Detault has occurred and is
continuing or shall exist; the making of such Revolving Credit Loans shall not contravene any
I.aw applicable to the Borrower or the FERC Order.

‘The undersigned certifies to the Bank as to the accuracy of the toregoing.

KENTUCKY UTILITIES COMPANY

By:
Date: .200 Title:

o



EXHIBIT C
FORM OF CONVERSION/CONTINUATION NOTICE
TO: U.S. Bank National Association (the "Bank™)

‘Telephone Now:
Telecopier No.:

Atn:
FROM: Kentucky Utilities Company (the "Borrower")
RE: Credit Agreement (as amended, restated, supplemented or modified from time to

tume, the "Agreement”), dated as of June 22, 2007, by and between the Borrower
and the Bank

Pursuant to Section 2.07 of the Agreement. the undersigned Borrower hereby requests
that on ,

1. |$  ofthe currently outstanding principal amount of the Base Rate
Loans|[and $ of the currently outstanding principal amount of the [-uro-Rate Loans with
an Interest Period ending on . ].

2. be [converted into][continued as],

'|l2uro-Rate Loans having an Interest Period of  Months][Base Rate Loans].

The undersigned Borrower hereby certilies and warrants that no Event of Delault has
occurred and is continuing.”

The undersigned Borrower has caused this Conversion/Continuation Notice to be
executed and delivered, and the certification and warranties contained herein to be made, by an
Authorized Person on this day of

KENTUCKY UTILITIES COMPANY

By:
Title:

! . . .
Insert appropriate anterest rute option,

"

" To be included i apotice of (1) @ conversion ot Base Rute Loans (o Furo-Rate Loans or (if) a continuation of’
Curc-Rate Leans.



EXHIBIT D

FORM OF OPINION OF DEPUTY GENERAL COUNSEL

June 22,2007

1J.S. Bank National Association
One Financial Square
Louisville, Kentucky 40202-3322

[.adies and Gentlemen:

I am Deputy General Counsel for Kentucky Utilities Company. a Kentucky and Virginia
corporation (the "Borrower"), in connection with the execution and delivery of the Credit
Agreement dated as of the date hereof (the "Credit Agreement”) between the Borrower and U.S.
Bank National Association (the "Bank™). This opinion letter is delivered to you pursuant to
Section 6.01(d) of the Credit Agreement. Capitalized terms used herein and not otherwise
detined herein have the meanings assigned to such terms in the Credit Agreement.

| have examined and am familiar with originals or copies identified to my satisfaction of
the Credit Agreement, the Revolving Credit Note and each of the other Loan Documents, and
such other documents and proceedings as | have considered necessary for the purpose of
rendering this opinion. In addition, | have examined such corporate records of the Borrower,
certificates of public otficials and ofticers of the Borrower and other documents. and have
considered such legal matters as [ have deemed necessary for the purpose of rendering this
opinion.

In rendering this opinton | have assumed: (a) the genuineness ol the signatures on all
documents and instruments (other than the signatures of officers of the Borrower), the
authenticity of all documents submitted as originals, the conformity to originals of all documents
submitted as photostatic or certified copies. and the accuracy and completeness of all corporate
records made available to me by the Borrower: (b) the due execution and delivery of the Credit
Agreement by the Bank: and (¢) that the Credit Agreement constitutes the legal, valid and
binding obligation of the Bank.

I am qualitied to practice law in the Commonwealth of Kentucky and do not purport to be
expert on and express no opinion with respect to any laws other thun the laws ol the
Commonwealth ot Kentueky. [ eall to your attention the fact that cach of the Credit Agreement
and the Revolving Credit Note states that it is governed by. and construed in accordance with,
New York faw. | express no opinion as to the enforceability of such Loan Documents under
New York law.



Based upon the foregoing, but subject to the qualitications and exceptions set Jorth
herein, 1 am of the following opinion:

1. The Borrower is a corporation duly organized, validly existing and in good
standing under the laws of the Commonwealth of Kentucky and the Commonwealth of Virginia.
The Borrower is duly qualified to do business as a foreign corporation. in cach jurisdiction in
which the nature of the business conducted or the property owned, operated or leased by it
requires such qualification, except where fatlure to so qualify would not result in a Material
Adverse Change. The Borrower has full corporate power and authority and holds all
governmental licenses, permits and other approvals required under Kentucky, Virginia and
Tennessece law (a) to conduct its business as presently conducted, (b) to own or hold under leasc
its propertics, and (¢} to enter into and perform under each of the Loan Documents to which it is
a party, cxcept for any such governmental licenses, permits or other approvals which the tailure
to obtain would not, individually or in the aggregate, result in a Material Adverse Change.

2. The execution and delivery by the Borrower of the Credit Agreement and the
Revolving Credit Note and the performance by it of each such Loan Document have been duly
authorized by all necessary corporate action on the part of it and do not and will not (i) require
the approval of its stockholder, except as may have been previously approved, or the approval or
consent of any trustee or holders of any ot its indebtedness or obligations, (it) violate any Laws
currently in cffect applicable to or binding upon it or its property, or contravene its certificate of
incorporation, by-laws or board or sharcholders resolutions, (ii1) result in a breach of, or
constitute a default under or violation of, or result in the creation of any Lien upon any of its
properly under, any indenture, mortgage, chattel mortgage, deed of trust, lease, conditional sales
contract, loan or credit arrangement or other material agreement or instrument by which it or any
of its properties may be bound, or (iv) except tor the approval of the term of the Credit
Agreement by the Kentucky Public Service Commission, the Virginia State Corporation
Commission and the Tennessee Regulatory Authority approvals. which are currently pending,
and upon receipt of such approval, require any consents or approvals ot], ot registrations or
filings with, any Official Body of the Commonwealth of Kentucky, Commonwcalth of Virginia
and the State of Tennessee.

3. Each of the Credit Agreement and the Revolving Credit Note has been duly
exccuted and delivered by the Borrower. Each of the Credit Agreement and the Revolving
Credit Note states that cach such Loan Document shall be governed by, and construed in
accordance with, the laws ol the State of New York, Flowever, assuming that such Loan
Documents were governed by, and construed in accordance with, the laws ol the Commonwealth
of Kentucky, such Loan Documents would be, under the laws of the Commonwealth of
Kentueky, legal, valid and binding obligations ol the Borrower, as applicable, enforceable
against the Borrower, in accordance with their respective terms. The interest payable under the
Note, including to the extent applicable the fees and charges payable by the Berrower under the
Credit Agreement, is not usurious under or violative ol any law or regulation ot the State of
Kentucky coverning the payment or receipt of interest.

4. Except as disclosed in the Borrower’s Interimn Statements. there is no action,
proceeding or investigation pending or, to my knowledge. after diligent inquiry. threatened
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which could reasonably be expected to result in a Matertal Adverse Change or which questions
the vahidity of the Loan Documents or any action taken or to be taken pursuant thereto.

Where the opinions set forth above concern enloreeability. such opintons are subject to
the following qualifications:

A. Ny opinions herein are subject to the effect of any applicable bankruptey.
insofveney. fraudulent conveyance, {raudulent transter. reorganization. moratorium or similar
laws of general application relating to or affecting the enforcement of the rights of creditors.

B. My opinions herein are subject to the effect of general principles of equity,
including (without limitation) concepts of materiality, recasonableness, good faith and fair dealing
(regardless ol whether considered in a proceeding in equity or at law),

C. [xcept as expressly set forth herein, | express no opinion herein as to the validity
or enforceability of any provision regarding choice of law to govern the Loan Documents or of
any provision of the L.oan Documents for indemnification or contribution in connection with
violations of securities laws or statutory duties or public policy, or in connection with willful,
reckless or unlawful acts or gross negligence of the indemnified party or the party receiving
contribution.

D. I express no opinion as to whether the execution, delivery and performance of the
l.oan Documents will constitute a breach of, or constitute a default under, any covenant or
provision with respect to linancial ratios or tests contained in any agreement to which the
Borrower is a party.

This opinion is rendered only with respect to the laws and the regulations which are in
cftect as ot the date hercol. [assume no responsibility for updating this opinion to take into
account any cvent, action. interpretation or change ol law occurring subsequent to the date hercol
that may atleet the validity of any ot the opintons expressed herein.

‘The foregoing opinion is furnished solely for the benefit of the addressee hereof'in
connection with the Loan Documents and the transactions contemplated thereby; provided that
the Bank has notilied such assignee that this opinion speaks only as of the date hereofand to its
addressee and that [ have no responsibility or obligation to update this opinion. to consider its
apphicability or correctness to other than its addressee, or to take into account changes in law,
facts or any other development of which | may later become aware. “This opinion may not be
relied upon by, and copies may not be delivered 1o, any other Person or be used for any other
purpose without my prior written consent, except that the Bank may supply a copy of this
opinion to its regulators lor purposes of an internal audit without my prior written consent.

Very truly vours.



EXHIBITE

FORM OF OPINION OF SPECIAL COUNSEL

June 22, 2007

U.S. Bank National Association

One Financial Square
[.ouisville, Kentucky 40202-3322

[adics and Gentlemen:

We have acted as special New York counsel for Kentucky Utilitics Company, a Kentucky
and Virginia corporation (the "Borrower™), in connection with the Credit Agreement dated as of
June 22,2007 (the "Credit Agreement”) between the Borrower and U.S. Bank National
Association (the "Bank™). This opinion is delivered to you pursuant to Section 6.01(d) of the
Credit Agreement. Capitalized terms used herein and not otherwise defined herein have the
meanings assigned to such terms in the Credit Agrecment. With your permission, all
assumptions and statements of reliance hercin have been made without any independent
investigation or verilication on our part except to the extent, it any. otherwisc expressly stated,
and we express no opinion with respect to the subject matter or accuracy of the assumptions or
items upon which we have relied

In connection with the opintons expressed herein, we have examined such documents,
records and matters of taw as we have deemed necessary for the purposes of this opinion. We
have examined, among other documents, (1) an executed copy of the Credit Agreement and
(i) an executed copy of the Revolving Credit Note, the form of which is attached as Exhibit A 1o
the Credit Agreement (the "Note"). The Credit Agreement and the Note issued thereunder are
referred to herein collectively as the "Documents”. In all such examinations, we have assumed
the legal capacity ot all natural persons exceuting documents, the genuineness of all signatures.
the authenticity of original and certified documents and the conformity to onginal or certified
copies of all copies submitted to us as contormed or reproduction copies. As to various
questions ol tact relevant to the opintons expressed herein. we have relied upon, and assume the
accuracy of, representations and warranties contained in the Documents and certilicates and oral
or written statements and other information of or from representatives of the Borrower and others
and assume compliance on the part ot the Borrower and the Bank with their covenants and
agreements contained therein. With respeet to the opinion expressed in paragraph (¢) below. our
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opinion is limited (x) to our actual knowledge of the specially regulated business activities and
propertices of the Borrower, without any independent mvestigation or veritication on our part. and
(y) to our review ol only those laws and regulations that. in our experience. are normally
applicable to transactions of the type contemplated by the Credit Agreement.

Based upon the foregoing. and subject to the limitations. gualifications and assumptions
set forth herein, we are of the opinion that:

(a) [Zach of the Credit Agreement and the Note constitutes a valid and binding
obligation of the Borrower, ¢enforceable against the Borrower in accordance with its terms. The
interest payable under the Note, including to the extent applicable the fees and charges pavable
by the Borrower under the Credit Agreement, is not usurious under or violative of any law or
regulation of the State of New York governing the payment or receipt of interest.

(b) The execution and delivery of the Documents by the Borrower and the
performance by the Borrower of its obligations thereunder do not violate any present law, or
present regulation ol any governmental agency or authority, of the United States of America
applicable to the Borrower or tts property. No federal governmental consents, approvals,
authorizations, registrations, declarations or lilings are required in connection with the
extensions of credit under the Credit Agreement or the performance by the Borrower of its
obligations under the Credit Agreement and the Note.

(¢) The Borrower is not an "investment company” or a company "controlled” by an
"Investiment company” as such terms are defined in the Investment Company Act of 1940, as
amended.

The opinions sct torth above are subject to the following qualifications:

(A)  Ouropimions in paragraph (a) above are subject to (1) applicable bankruptey.
insolvency, reorganization, fraudulent transfer and conveyance, voidable preference.
moratorium, reccivership, conservatorship, arrangement or similar laws, and related regulations
and judicial doctrines. from time to time in effect affecting creditors’ rights and remedies
generally, and (ii) general principles of equity (including, without limitation, standards of
materiality, good faith, fair dealing and reasonableness. equitable defenses, the exercise of
judicial discretion and limits on the availability of equitable remedies), whether such principles
are considered in a proceeding at law or in cquity.

(13) We express no opinion as 1o the enforceability of any provision in the Credit
Agreement or the Note:

(1) relating to indemnification, contribution cr exculpation in connection with
violations of any securities laws or statutory duties or public policy. or in connection with
willful. reckless or unlawful acts or gross neghigence of the indemnified or exculpated
party or the party receiving contribution:



(i) providing that any person or entity may exercise sct-oft rights other than
in accordance with and pursuant to applicable Taw:

(i) relating to choice of governing law to the extent that the enlorceability of
any such provision is to be determined by any court other than a court of the State of New
York;

(iv)  waiving any rights to trial by jury;

(v) purporting to confer, or constituting an agreement with respect to, subject
matter jurisdiction of United States IFederal courts to adjudicate any matter,;

(vi)  purporting to create a trust or other {iduciary relationship;

(vit)  specifying that provisions thereof may be waived only in writing, to the
extent that an oral agreement or an implied agrcement by trade practice or course of
conduct has been created that modities any provision of the Documents; or

(vill) giving any person or entity the power to accelerate obligations without any
notice to the Borrower.

(C)  Ouropinions as to enforceability are subject to the effect of generally applicable
rules of law that:

(1) provide that forum sclection clauses in contracts are not necessarily
binding on the court(s) in the forum selected; and

(11) may, where less than all of a contract may be unenforceable, limit the
enforceability of the balance of the contract to circumstances in which the unenforceable
portion is not an essential part of the agreed exchange, or that permit a court to reserve to
itselt a decision as to whether any provision of any agreement is severable.

(D)  We express no opinion as to the entorceability ol any purported waiver, relcase,
variation, disclaimer, consent or other agreement to similar eftect (all of the foregoing,
collectively, a "Waiver") by the Borrower under the Documents to the extent limited by
provisions ol applicable faw (including judicial decisions), or to the extent that such a Waiver
applics to a right, claim, duty or defense or a ground for, or a circumstance that would operate as,
a discharge or release otherwise existing or oceurring as a matter of law (including judicial
decisions).

(L) We express no opinion concerning (1) any taxation, sccurities or "blue sky" laws,
rules or regulations: or (i) ERISA laws. rules or regulations.

() FFor purposes of the opiniens sct forth in paragraph (¢) above. we have assumed
that (i) the Bank has not or will not have the benefit of any agreement or arrangement (excluding
the Documents) pursuant to which any extenstons of credit are directly or indirectly sceured by

-
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"margin stock”. as detined in the Margin Regulations ("Marein Stock™). (i1) neither the Bank nor
any ol its altiliates has extended or will extend any other eredit to the Borrower directly or
indircetly sccured by Margin Stock and (iti) the Bank has not relied or will not rely upon any
Margin Stock as collateral in extending or maintaining any extensions of ¢redit pursuant to the
Credit Agreement.

(G)  Tothe extent it may be relevant to the opinions expressed herein. we have
assumed that the Bank has the power to enter into and pertorm the Credit Agreement and to
consummate the transactions contemplated thereby and that the Credit Agreement has been duly
authorized, executed and delivered by, and constitutes the Tegal. valid and binding obligation of,
the Bank.

(1)  For purposcs of our opinions above, we have assumed that (i) the Borrower is a
corporation validly existing and in good standing in its jurisdictions of organization, (i) the
Borrower has all requisite power and authority, and has obtained all requisite corporate,
sharcholder, board and third party authorizations, consents and approvals, (iii) except tor the
approval of the term of the Credit Agreement by the Kentucky Public Service Commission. the
Virginia State Corporation Commission and the Tennessee Regulatory Authority approvals,
which are currently pending, and upon receipt of such approvals, and except to the extent noted
in paragraph (b) above, the Borrower has obtained all requisite governmental authorizations,
consents and approvals, and made all requisite filings and registrations, necessary to execule,
dehver and perform the Documents, (iv) except to the extent noted in paragraph (¢) above, the
execution, delivery and performance ol the Documents by the Borrower will not violate or
conflict with any law, rule. regulation, order, decree, judgment, instrument or agreement binding
upon or applicable to the Borrower or its properties, and (v) the Documents to which the
Borrower is a party have been duly executed and delivered by it.

The opinions expressed herein are limited to the federal laws of the United States and the
laws of the State of New York, as currently in effect.

We express no opinion as to the compliance or noncompliance, or the ellect of the
compliance or noncompliance. of the addressce or any other person or entity with any state or
tederal laws or regulations applicable to cach of them by reason ol their status as or atfiliation
with a federally sured depository institution. Our opinions are limited to those expressly sct
forth herein. and we express no opinions by implication.

The opinions expressed herein are solely tor the benelit of the addressee hereof in
connection with the transaction reterred to herein and may not be relied on by such addresscee for
any other purpose or in any manner or for any purpose by any other person or entity; provided.
however, that this opinion may be relied upon by any assignee of the Bank that becomes a party
to the Credit Agreement to the extent that the addressee hereto may rely on it. This opinion
speaks only as of the date hereot and 1o its addressee and we have no other responsibility or
obligation to update this opinion. to consider its applicability or correctness to other than its
addressee. or to take into account changes in faw, facts or any other development of which we
may later become aware,

-
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSTON

In The Matter Of:

THE APPLICATION OF KENTUCKY )
UTILITIES COMPANY FOR AN ORDER )
AUTHORIZING THE ISSUANCE OF ) CASE NO. 2007-
SECURITIES AND THE ASSUMPTION )
OF OBLIGATIONS )

APPLICATION

Kentucky Utilitics Company (“KU” or the “Company”) hereby requests, pursuant to KRS
278.300, that the Commuission authorize the issuance of sccurities, assumption of obhigations and
entrance into all necessary agreements and other documents relating thereto as more fully
described herein.  Specifically, KU requests authority to cnter into one or miore multi-year
revolving credit facilities (cach a “Credit Facility” and collectively the “Credit Facilitics™), with
one or more financial institutions. In support of this Application, KU states as follows:

1. The Company’s tull name is Kentucky Utilitiecs Company.  The post oftice
address of the Company 15 One Quality Street, Lexington, Kentucky 40507. KU is a Kentucky
and a Virginia corporation, a utility as detined by KRS 278.010(3)(a), and, as ot March, 31 2007,
provides retail electric service to approximately 502,000 customers in seventy-seven countics in
Kentucky, approximately 30,000 customers in five counties in southwest Virginia and five
customers in Tennessee. A description of KU’s properties is set out in Exhibit 1 to this
Application. A certified copy of the Company’s Articles of Incorporation was filed with the
Commission in Case No. 2005-00471 (In the Maiier of:  Application of Louisville Gas and

Electric Company and Kentucky Utilities Company for Authority to Transfer Functional Control



of Their Transmission System) and s incorporated by reference herein pursuant to 807 KAR
S:001, Scction 8(3).
2. This Apphication relates to one or more Credit Facilitics between KU and one or
more banks or other financial institutions (cach such financial institution hereinatter a “Bank”)
under which a Bank would make available to KU a revolving line of credit. The aggregate
maximum amount of credit available under all Credit Facilities would not exceed $35,000,000.
Each individual draw of funds under a Credit Facility would be short-term debt, with a term not to
exceed 364 days. However, a Credit Facility itself would be for a term not to exceed five (5)
years. The Company believes that market conditions are currently very favorable for entrance into
multi-ycar Credit Facilities, hence it 1s advantageous for the Company to enter into the proposed
long-term credit arrangement(s), even though the individual debt under such arrangement(s) will
be short-termv.  In addition, a multi-ycar Credit Facility would avoid the time and costs of
negotiation and renewal on an annual basis during the term of the credit commitment.’

3. A Credit Facility would be on the most favorable terms that can be negotiated by
KU. The Company would negotiate terms for tees, such as commitiment fees, as well as interest
rates for funds borrowed under the Credit Facility.  Negotiations concerning interest rates could
include interest rate options which would set intercst rates at some spread in relation to such
indices as the Bank’s prime rate, the Federal Funds Rate or the London Inter-Bank Oftfered Rate
(“LIBOR™), as well as provisions for converting from one interest rate to another. Based upon
markct conditions today, the Company belicves that current interest rates under a Credit Facility
would not exceed 5.80%, or approximately 40 basis pomts above current LIBOR. However,

interest rates would be expected to vary over the five-year term of the credit commitment.

" KU would not be under any obligation to make draws under any Credit Facility, rather “credit commitment” refers
to the Bank’s obligation to make funds available to KU KU so requests.
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4, In addition to interest on funds that may actually be borrowed, the Company may
be required to pay an mnitial fee to establish the Credit Facility, as well as an ongoing facility fee, to
maintain the credit commitiment. Based upon current conditions, KU does not believe the initial
fee would exceed five basis points or .05% of the Bank’s commitment, and the facility fee would
not exceed seven basis poiats or .07% annually.

5. KU’s variable rate external debt contains provisions whereby liquidity or credit
support may be provided by instruments such as the Credit Facilities, thercby both enhancing the
marketability of KU’s external long-term debt and clirminating the necd for bond insurance. In this
role, the Credit Facilities would cnsure that KU has readily available funds with which to make
payments with respect to variable rate bonds that have been tendered for purchase and not
remarkcted. 1t is anticipated that the Credit Facilities would serve this function, and in such role,
funds available under the Credit Facilities would not necessarily be drawn.

0. In addition, 1t is possible that loan proceeds under the Credit Facilities could be
usced to provide short-term financing for the Company’s general financing needs--for example,
general costs of operation or costs of the Company’s various construction programs such as for
pollution control fucilitics® or costs associated with construction of the Company’s Ghent Unit
Two’, until permanent or long-term financing can be arranged.  However, borrowing under the
Credit Facilitics would be used to meet short-term financing nceds as they arise and KU does not

assign specific financing to any particular capital project or use, and does not project finance

Public Convenience and Necessity to Construct Flue Gas Desuifurization Systems and Approval of its 2004
Compliance Plan for Recovery by Enviroamental Surcharge), Order of June 20, 2005, moditied by Order dated
December 22, 2006, m Case No. 2006-00493 (In the Matter of: Application of Kentucky Ultilities Company to
Modify Certain Certficates of Public Convenience and Necessity to Construet Duct Work for Two Flue Gay
Desudfurization Units at the Ghent Power Station).

Y See, g Case No. 2004-00507 (In the Matter of: The Jomnt Application of Lowsville Gas and Electric Company
and Kentucky Litilities Company for a Certificate of Public Convenience and Necessity and a Site Compatibility
Certificate, for the Fapansion of the Trimble County Generating Station), Orders dated November 1, 2005 and
November 9, 2005,



projects. Thus, these uses are general reasons that KU might have need for additional short-term
financing, rather than projects to which such financing would be assigned.

7. No contracts have been made with respect to any of the Credit Facilities which
KU proposces to enter into. However, because of currently favorable market conditions, KU may
enter into one or more short-term Credit Facihities, for terms less than one (1) year, not requiring
Commission approval.  Such short-term Credit Facilities could contain provisions giving KU the
option to cxtend the term of the short-term Credit Facilities to a multi-year term, in the cvent that
KU received all regulatory approvals necessary to enter into the extension. Any extension could
be excrcised only after all regulatory approvals, including the approval of this Commission, were
received, and if approvals were not received, the extension option would be of no effect and void.

8. KU will, within thirty (30) days of its entrance into any multi-year Credit Facility,
file with the Commission a statement setting forth the date or dates of implementation of the Credit
Facility, or of exercise of any cxtenston option as discussed in Section 7, as well as all fees and
exXpenses.

9. Exhibit 2 to this Application contains the Financial Exhibit required by 807 KAR
5:001, Section 11(2)(a) as described by 807 KAR 5:001, Section 6. It also contains information
required by 807 KAR 5:001, Section 11(2)(b).

10. Exhibit 3 to this Application is a certified copy of KU’s Board of Directors’
resolution authorizing the proposed Credit Facilities.

I Other requirements ot the Commission’s regulations regarding this Application,
807 KAR 5:001, Section 1. including (1)(b) regarding the amount and kind of the proposed debt,
cte. and (1)(¢) regarding the use to be made of the proceeds, have been supplied in the discussion

above in sections 2 through 6 of thas Apphceation.



WIHERFFORE, Kentucky Utihties Company respectfully requests that the Commuission
enter its Order, anthonizing KU to 1ssue sccurities and to enter into, execute, deliver and perform

the obhgations of KU under the Credit Facilities.

Respectfully submitted,

~Kendnck R. Riggs
John Wade Hendricks
Stoll Keenon Ogden PLILLC
2000 PNC Plaza
500 West Jefterson Strect
Louisville, Kentucky 40202
(502) 333-6000

John P. Fendig
Allyson Sturgeon
E.ONU.S. LLC

220 West Main Street
Louisville, KY 40202

Counsel for Kentucky Utilities Company



YERIFICATION

COMMONWEALTH OF KENTUCKY
COUNTY OF JEFFERSON

Daniel K. Arbough bemg Nirst duly sworn, deposes and says that he is Director,
Corperate Finance and I'reasurer for Kentucky Utihities Company, that he has read the foregoing
Application and knows the contents thereot, and that the same is true of his own knopfedge,
except as to matters which are therein stated on infarmation or _belief, ar at ylo these
matters, he believes them to be true.

DANIEL K. ARBOUGI!

Subscribed and sworn before me this /2 day of ~owe | 2007,

My Commission Ixpires: [{L_{’M@/ﬂ\o o
\ FUL:Q Q/\l/:LA’A»Q/-—’ﬁ

NOTAR kf’UBI_,IC, STATE AT LARGE

479585v.1






EXHIBIT |

KENTUCKY UTILITIES COMPANY

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

March 31, 2007

‘The apphcant owns and operates four coal tired stcam clectric generating stations having an
estimated total effective capacity, with all equipment in service, of about 2,934 Mw; a hydroclectric
generating station having an estimated total effective capability of about 24 Mw; and seventeen
gas/oil peaking units having an estimated total effective capability of about 1,499 Mw.

The applicant's owned electnc transmission system included 110 substations with a total
capacity of approximately 16,978 Mva and approximately 4,031 miles of lines. The electric
distribution system includes 480 substations with a total capacity of approximately 6,180 Mva,
13,805 miles of overhead lines, and 1,881 miles of underground conduit.

Other propertics include office buildings, service centers, warchouses, garages and other
structures and equipment.

The net onginal cost of the property and cost thereof 1o the applicant at March 31, 2007, was:







EXHIBIT 2
Page | of &

KENTUCKY UTILITIES COMPANY

FINANCIAL EXHIBIT

March 31, 2007

(1) Amount and kinds of stock authorized.

80,000,000 sharcs of Common Stock, without par value.

(2) Amount and kinds of stock i1ssued and outstanding.
Common Stock:
37,817,878 shares issued and outstanding.
(3) Terms of preference of preferred stock whether cumulative or participating, or on
dividends or asscts otherwisc.
None
(4) Bricf description of cach mortigage on property of applicant, giving date of exccution name of
mortgagor, name of mortgagee, or trustee, amount of indebtedness authorized to be secured
thercby, and the amount of the indebtedness actually secured, together with any sinking fund

provisions.

None



EXHIBIT 2
Page 2 of 8

(5) Amount of bonds authonized, and amount 1ssued giving the name ot the public utility which
issued the same, describing each class separately, and giving date of issue, tace value, rate of
interest, date of maturity and how secured, together with an amount of interest paid thercon

during the last fiscal year.

interest

Expense
Year Ended
March 31, 2007

Unsecured
___Principal Amount
Date of Date of Rate of Outstanding at

_ Issue Maturity Interest Authorized March 31, 2007
05/15/92  05/15/07 7.92% 53,000,000 -
Pollution Control Bonds
11/01/94  11/01/24  Vanable - -
05/01/00  05/01/23 Vanable 12,900,000 12,900,000
02/01/02  02/01/32  Vanable 20,930,000 20,930,000
02/01/02  02/01/32  Vanable 2,400,000 2,400,000
02/01/02  02/01/32  Vanable 7,200,000 2,400,000
02/01/02  02/01/32 Variable 7,400,000 7,400,000
07/01/02  10/01/32  Variable 96,000,000 96,000,000
10/01/04  10/01/34  Variable 50,000,000 50,000,000
07/07/05  06/01/35  Vanable 13,266,950 13,266,950
11/17/05  06/01/35  Vanable 13,266,950 13,266,950
07/20/06  06/01/36  Vanable 16,693,620 16,693,620
12/07/06  06/01/36  Vuriable 16,693,620 16,693,620
02/23/07  10/01/34  Variable 54,000,000 54,000,000

305,951,140
Interest rate swap
Long term debt mark to market -
Total § 305951140

4,722,300

2,491,723
357,998
765,447

87,772
87,772
270,631

3,538,120

1,806,889
477168
477,996
432,270
195,592
197,880

15,909,559
(266,637)
(909,031)

14,733,890



EXTHUBIT 2
Page 3 of &

(6) Each note outstanding, giving datc of issue, amount, date of maturity, rate of interest in whosc
favor, together with amount of interest during the last 12-month period.

Interest Expense

Rate of Date of Ycar Ended

Payce Date of Issue Amount _Interest Maturity March 31, 2007

Fidelia Corp. 04/30/03 100,000,000  4.55% 04/30/13 4,550,000
Fidelia Corp. 08/15/03 75,000,000  5.31% 08/15/13 3,982,500
Fidelia Corp. 11/24/03 33,000,000  4.24% 11/24/10 1,399,200
Fidelia Corp. 01/15/04 50,000,000  4.39% 01/16/12 2,195,000
Fidelia Corp. 07/08/05 50,000,000  4.735% 07/08/15 2,367,500
Fideha Corp. 12/19/05 75,000,000  5.36% 12721715 4,020,000
Fidelia Corp. 06/23/06 50,000,000  6.33% 06/23/36 2,444,083
Fideha Corp. 10/25/06 50,000,000  5.675% 10/25/16 1,229,583
Fidclia Corp. 02/07/07 53,000,000  5.690% 02/07/22 452,355
Fidelia Corp. 03/30/07 75,000,000  5.860% 03/30/37 12,208

(7) Other indebtedness, giving same by classes and describing security, if any with a brief
statement of the devolution or assumption of any portion of such indebtedness upon or by
person or corporation it the onginal liability has been transterred, together with amount of
mterest paid thercon during the last fiscal ycar.

None, other than current and accrued liabilities.

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

Dividends on Common Stock, without par value

2002 -
2003 -
2004 63,000,000
2005 50,000,000
2006 -

(1) As of May 1998, the 37,817,878 shares are all owned by E.ON U.S. LLC and all dividends
declared by KU's Board of Directors are paid to ELON U.S. LLC.
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Davidends on 4 3/4% Cumulative Preferred Stock

For each of the quarters in fiscal years 2000 - 2004, the Company declarcd and paid dividends
of $1.1875 per share on the 200,000 outstanding shares ot 4 3/4% Cumulative Preferred Stock,
$100 stated value, for a total of $ 237,500 per quarter. On an annual basis the dividend
amounted to $4.75 per share, or $950,000. This scries of preferred stock was redcemed on
Oclober 24, 2005.

Dividends on 6.53% Cumulative Preferred Stock

For cach of the quarters in fiscal years 2000 - 2004, the Company declared and paid dividends
ot $1.6325 per sharc on the 200,000 outstanding shares of 6.53% Cumulative Preferred Stock,
$100 stated value, for a total of $326,500 per quarter. On an annual basis the dividend
amounted to $6.53 per share, or $1,306,000. This series of preferred stock was redeemed on
Qctober 24, 2005.

(9) Detailed Income Statement and Balance Shect

Monthly Financial and Operating Reports are filed each month with the Kentucky Public
Service Commisston. Our most recent mailing covered financial statements for peniods through
March 31, 2007. Attached are detailed Statements of lncome, Balance sheets and Retained
Earnings for the Company for the period ending March 31, 2007.
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KENTUCKY UTILITIES COMPANY

In February 2007, KU completed a serics of financial transactions impacting its periodic
reporting requircments. The $54 million Pollution Control Series 10 bond was refinanced and
replaced with a new unsecured tax-exempt bond of the same amount maturing in 2034. The $53
million Serics P bond was defeased and replaced with an intercompany loan totaling $53 million
from Fideha. The Company terminated the related interest swap and agreed with Fidelia to
chiminate the second lien on its two secured loans. Pursuant to the terms of the remaining tax-
cexempt bonds, the first mortgage bonds were cancelled and the underlying lien on KU’s assets was
released following completion of these steps. KU no longer has any secured debt and, having
deregistered applicable secunties with the SEC effective March 1, 2007, is no longer subject to
periodic reporting under the Secunties Exchange Act of 1934. The Annual Report, the FERC Form
1, and subsequent monthly reports of KU have been previously filed with the Commisston.

We have also attached the succeeding three pages, detailed Statements of Income, Balance
Sheets, and Statements of Retained Earnings for KU for the period ending March 31, 2007.

479756v.|



XUIBIT 2

I

Page 6 of §

e ———————
0L O¥ L 1LTeS T

I ADSB0S 6y
S9LLYFITSL
§S6E0°CI6'9P
GE'TE0'CT9'8
TLL9L'9P6'8T
P95 186
£6'6L9'S0€'9¢C
TELrG'0SL'TT
€TN0T'SLL 8TE

—_—

CUSErLRY 68T
15 e96°186'C
U sLl'trl's
T906T'EELST
LOELSTPE'SI
2,80.212
05°TL0°9T5° L1

oc SeO'ErD' T

Py 10T S9E9ET

—_—e
QO ¥se90T Lt

§6' 051 0r'948

¥V SIHL

O S1PRST) FIBYIQ PUE SRR mo ]

..Eom EuEE:om 1504 10J UCISLA0I ] WKy
Sani|Igel] uud ] -2uom sty
SHE3ID paLasag Py
s e T suonedqQ 1udWRINaY 1855y
co:uEaaou JO) SACURAPY 1DWOISN
' sanqery acienday
TUHPAIY YR US|
USaYR] IWIO3U] paudra(] pae|nwng
1810 FuE S11PaD) pauafeq

..... e e g

T e mo::fsj nuduu< 9§ WaLNY) Sy

‘PRI SPUspINI]
...... [PEUS Rl RE R
.......... “pan1IY SIXE]
‘susoda(] Jawoisn)
uEaquu pareIaCssy O d]qeied siuncaoy
e d1qeARd SIUNOIY
e wuaaaeou 8:53? 0) ajqedey sat0N
djqeied s10N
rea1uedWwo) PABIBOSSY W dyeind sAON 1S
............. SUURAWOY) PAILIIOSS Y WAL} SIIURARY

SPNIIQRLT PaTUDIY PUE 1UDLINYD

.......... o vonezijgide ) (me

......... Toageg uual-FuoT e

T AMIRY O pIRYY 1GaQ ud ] -Fuu]

mo_cmanu nuz_,oc{ o1 ajgesed saiey 11
..... S U Te f HE -1y FETT g
v spucq adeduiopy 1si]

1S pawajal]
“UInbg geunue) (0]

siuiwiey CEv;n:m vu,snc.m_ncj paieudoaddreu,)

e : ' ©osdunuey pautmiay

o chui datsuayIdieo) 12410

....... e ydey Up-prag

o TUeUada g OIS Uowiey )

R T Y2018 UoWwEo )
uonezyende)

SLIGEED ¥3HILO ANY STLLITIEY

S e

617589 ¢1L7T00'C

STLBUNYYT
EEEA AT )

v.o.wmw.._w St
PL roﬁnm:.m,r

S8 6LL8T5 01

500679y

680t 6!t
05 5L1'867'
L1965 080"t
BT FTS 65
[ER TS FAT SN
167220 LTS

£608°Cor s

LR R |
S lpTITILIr

L00T'1¢ HOYVIN 4O SV LIIHS FONVIVE
ANVAINOD SALLITILA AMDALNAM

SR IR0 PUT SEasy (Vi |

e

.......... : NI LI EaRITEI R I B EINTR
[ Co v siessy Lojeinday pouaiac]
$IXT ] 2Wi0U] PaLdjag pai
........ T USPUQE U SSOTT PAZILCURY ‘,
..... : : asuadyg 193(] pazidony
J3YI0) pUe ¥1132(] nucuﬁ

TSRSV pAmINIY AE.E:J SO0UEL][AISTYY,

T sluauedan

LUOIURAU 32UT w2
“2s0AdXY SAKIS

s reauddag Funelad( W os{ruaEly weld

1o
150 23e12a Y 1v-sanddng W speurg
J.u.EcanU DOSSY WOL 2{JRAIANMY siunady
t_cﬁnEou u.,:,..} W) .fﬁ,:_ ENIREITNN

NUIRRNY
CE,KE.J

....... s 12450
...... . . i 1 asg
‘eaturdwony .cﬁnrﬁam ul W,ZQE;v U w

' IMRSAY $xaTrAuaduly
P ‘unpelodio ) o3 <2

WY

[HW _:...N_ECE/ R TUHTURGTNEIG HUHRERVR I




2

EXHIBIT

7 of 8

age

1>

- STt URUannhaYy puIPINI PIUdgal]

00 16£'0TT' 651 A R ©atwenug N

222% 0 122J17 2ane

00 16£'020'651 CoBYD 3102V JO 10311 2AnEMURY) I0Jag TUIRN
teertiogtiee T SRR TN L1t SECY T SIS Y
(Tlertvet) T USPURG PR eSOl - DANAY
9ET619r0" : RS “sasUadxy 1sa1at] YO

TEI' L6 ot C i - asuadx g 1ga(] J0 UonEZINOWY
L6LEY90S LE e crrrigag] MUl BuoT uo 1sadalu]
1+'0$§° 0587102 T e sadreyn) 1s2401U] 2lojag 2wony|
vE TS 18597 Tt toUsuonanpag S8 swenu] Ly el

orTsess oo by - 0gndy
+6'586'C69'ST e SUOTIINPI(T $§a7F WO ] YD

SuUSNANPa(] §50°7 W] 1AL

L9109 1 e e sweaug Sunerad) 12N
MRIIERO T ce e sasuadxg EmiesadQ) jpo]
I8 0oL e e e e astad X UCURIIIY
(L1'016'90L) $22UR w0V Jo uonrsodsiq woy (uren) sso
00'0C0'SLE 1T T om ot pary Xel juduysasug
61°70C' 8881 T e RO pue usdol g
. T e epgipingy - AUL0IU] ARG
- R SRR PAAITWIISY - DWAU] (ISP L
0§05 bLT RURURUPR - qox - SWATU[ IS PRI
(rs995*19¢r'ty o 12N - awend] [elapad pausiaq
98 066'TLH'TH o - C2wedy] AN
2 P4 ] Coo ‘ o2yl 1tiane 4
saxe|
STIRS'LI0T) DA e ynpasn) Juegnday
26 909°6LT'S R - u2dxF vonTZIINWY
SLesSTLiroNt e : - uone (g
SCESTEA9'EL e o R RITETLATY
L96TYTHE TS : C §2sUdNT Lolead() YO
le9ts oSy rastynd 1avod
65 IS99 L Croqeny
sasuadyyg unerady)
SIS0 o ©anuasay Fariad(y po ]
E st e sanueagy duneiad() 203
LNOIKY

¥VIASIHL

LNOW La3d 10 d4dNT AV

L008 TE BV
INOINI 40 ALY LS
ANVAINOD SALLM L. AMDLINGN



2

8

XHIBIT

B
Page 8 of

]

mo.vmﬁhoﬂQanaw .......................... nomhﬂﬁmv«o U:m Uoﬁuﬁﬁ.@m

L Q/m :O.SQEUUUM NOO0IS palialal
PPN m@ﬁ@ﬁ;.ﬁg MOOHW CCﬁCEO.U

e SPUSPLAL(] 001§ Palidjal]

Oo.ooohmh@nmm L R N N A N N I I I S A AP SR PRSP OGH MMI

Aﬁvm.ﬁmmamownhmv R I e N IR AT SR SRS UﬂHH m\WHI
183 10§ s3uturey
Aeipisqng ut Aunbg 105 snpy

oomsﬁﬁ.r\lﬁwm ..... F e T I .FCOEHWS:U..AQ wﬁ. M/MHHM

00°16€°0TT'68 1
CI'TI8'T99'8¢EL

szuruey
paure1ay
[e10L

J1UOJ JUaLIND) papuy JIeax

........................... 10 0] AWOIN] 1N
................. pola Jo Sutuuidag sourieg

saureq paInquIsIpun
pue sZurwiey pauielay

L00T ‘L€ HOUVIN

SONINY VI AINIVLIY 40 SISATVNY
ANVJIWOD SAILTTILA AMODALNINM






OFFICER’S CERTIFICATE

I, S. Bradford Rives, do hereby certify that 1 am a duly qualified and acting Chicf Financial
Officer ol Kentucky Utilities Company (the “Company”), a Kentucky and Virginia corporation,
and that as such officer, | havc access to all original records of the Company and that 1 am
authorized to make certified copies of Company records on its behalf. [ further hereby centify that
the attached resolutions are a true and correct copy of the resolutions of the Company approved by
unanimous written consent in licu of a meeting on Junc 7, 2007 and that the samc have not been
altered, amended or repealed.

IN WITNESS WHEREOF, [ have executed this Certificate this £~ day of June 2007.

5 Bradford Rives
Chief Financral Officer

COMMONWEALTH OF KENTUCKY )
SS:
COUNTY OF JEFFERSON )

On this M day of June, 2007, before mc,~L /)/ -, a duly
appointed Notary Public in and for the Commonwealth of Kenyicky, appeargd S. Bradford Rives,
to me known and known to me to be the Chief Financial Officer of Kentucky Utilitics Company,
and the person who executed the foregoing instrument personally acknowledged to me that in
this capacity and with authority to issue this docu t he executed the same.

MY COMMISSION cxpires: %’ﬁ/__éé/ i

nt hoard fernstsec cer



ACTION OF THE BOARD OF DIRECTORS
OF
KENTUCKY UTILITIES COMPANY
TAKEN BY WRITTEN CONSENT

June 7, 2007

REVISED BILATERAL LINES OF CREDIT STRUCTURE

WHEREAS, the Company desires to eslablish or enter into a bilateral revolving
line of credit facility with an external financial inslitution to be used for general
corporate purposes, and

WHEREAS, discussions with financial markets representatives and financial
institutions indicate that a modified structure is appropriate for the facilities
including (i) reducing existing facilities at Louisville Gas and Electric Company,
an affiliate (“LG&E"), lo a total authorized amount of $125 million, (i} establishing
a facility in a tolal authorized amount of $35 million at the Company, and (iii)
structuring the faciliies for an approximate 5 year term, with individual
borrowings having borrowings of less than 1 year (collectively, the “Maodified
Bilateral Lines of Credit™}; and

WHEREAS, the Company desires to implement the Modified Bilateral Lines of
Credit, during June 2007, which will become effective on or about the expiration
of the current facilities; and

WHEREAS, it is deemed advisable and in the best interest of the Company to
grant approval authority regarding the Modified Bilateral Lines of Credit.

NOW, THEREFORE, BE IT RESOLVED, that the Company is hereby authorized
to establish appropriate Modified Bilateral Lines of Credit lacility, in an amount
not to exceed $35 million; and

FURTHER RESOLVED, ihat the appropriate officers of the Company be, and
each of them hereby is, authorized and directed, for and on behalf of the
Company to take such actions to enter into the Modified Bilateral Lines of Credit
and execute and deliver loan agreements, credit agreements, notes, guarantees
and such other agreements and documents, as the Chief Executive Officer,
President, Chief Financial Officer, any Vice President, Treasurer and Controller
of the Company, shall, in their discretion, deem necessary, appropriate of
advisable to consummate the transactions contemplated by these resolutions,
with the taking of such actions and the execution of such agreements or
documents conclusively to evidence the authorization thereof by the Board of
Directors; and

FURTHER RESOLVED, that the appropriate officers of the Company be, and
each of them hereby is, authorized and directed to prepare, execute and deliver
such applications, filings, or notices to governmental, commercial or financial
entities as they may deem necessary or advisable in connection with the



Modified Bilateral Lines of Credit, including but nol limited to, submissions to
federal and state regulatory agencies; and

FURTHER RESOLVED, that all actions heretofore or hereafter taken by any
officer of the Company in connection with the transactions contemplated by these
resolutions be, and they hereby are, approved, ratified and confirmed in all
respects.



