. PBillye Handers

'S PH I gy
Attorney-at Law T e
3514 Geneva Circle ' 0 ROOM
Nashville, Tennessee 32709
(615) 500-7749

sanders.billve@gomail.com

June 15, 2010

Sara Kyle, Chairman Tennessee Regulatory Authority

c¢/o Sharla Dillon Dockets and Records Manager

460 James Robertson Parkway / O-0 O/ / ?
Nashville, Tennessee 37219

RE: Petition of Kentucky Utilities Company for an Order Authorizing the
Restructure and Refinancing of Unsecured Debt, the Assumption of Obligations and for
Amendment of Existing Financing Authority

Dear Chairman Kyle,

Enclosed are the original and 13 copies of the above referenced Petition seeking
approval of refinancing of debt of Kentucky Utilities Company. A check for the $25
filing fee is enclosed.

This Petition is being filed concurrently with the Joint Petition of PPL Corporation,
E.ON AG, E.ON US Investments Corp., E.ON U.S. LLC, and Kentucky Utilities Company
Jfor Approval of a Transfer of Control of Kentucky Utilities Company (the “Change of
Control Docket™). The approvals requested herein are requested in conjunction with and
are contingent upon approval of the Change of Control.

Please contact me if you have any questions.

Sincerely,

B Bty it

D. Billye Sanders
Attorney for Kentucky Utilities Company

Enclosures

¢: Kendrick R. Riggs, Esq., Stoll Keenon Ogden PLLC
Allyson K. Sturgeon, Senior Corporate Attorney, EON U.S. LLC
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BEFORE THE TENNESSEE REGULATORY AUTHORITY
NASHVILLE, TENNESSEE

PETITION OF KENTUCKY UTILITIES
COMPANY FOR AN ORDER
AUTHORIZING THE RESTRUCTURE
AND REFINANCING OF UNSECURED
DEBT, THE ASSUMPTION OF
OBLIGATIONS AND FOR AMENDMENT
OF EXISTING FINANCING AUTHORITY

Docket No.

PETITION

Kentucky Utilities Company (“KU” or the “Company”) hereby requests, pursuant to
T.C.A. §65-4-109, that the Tennessee Regulatory Authority (the “Authority”) grant KU authority
to restructure and refinance its existing unsecured debt. Specifically, KU requests authority to
refinance twenty-one (21) unsecured promissory notes currently held by Fidelia Corporation
(“Fidelia”), an affiliate within the E.ON AG (“E.ON”) holding company system, with external
secured debt, to secure eleven (11) existing series of unsecured tax-exempt pollution control
obligations, and to replace its current, multi-year revolving credit facilities. This Petition is
being filed concurrently with the Joint Petition of PPL Corporation, E.ON AG, E.ON US
Investments Corp., E.ON U.S. LLC, and Kentucky Utilities Company for Approval of A Transfer
of Control of Kentucky Utilities Company (the “Change of Control Docket™).

As discussed in Section II below, the change of control contemplated in the Change of
Control Docket, if approved by the Authority, presents KU with a favorable opportunity to
refinance the Fidelia debt, at lower net cost and without payment of any prepayment penalty.
Accordingly, KU requests that the Order in this case be issued concurrently with the Order in the

Change of Control Docket, and no later than November 19, 2010.
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In support of this Petition, KU states as follows:

1. APPLICANT’S INFORMATION

1. The Company’s full name is Kentucky Utilities Company. The post office
address of the Company is One Quality Street, Lexington, Kentucky 40507. KU is a Kentucky
and a Virginia corporation, a public utility as defined by T.C.A. §65-4-101(6), and, as of March
31, 2010, provides retail electric service to five customers in Tennessee, approximately 515,000
customers in seventy-seven counties in Kentucky, and approximately 29,000 customers in
southwest Virginia. A description of KU’s properties in Kentucky, Virginia and Tennessee is set
out in Exhibit 1 to this Petition.

II. THE PROPOSED RESTRUCTURING OF KU’S DEBT

2. Pursuant to the Authority’s Order dated February 13, 2007 in Docket No. 06-
00235, KU was able to obtain the release of the lien of the Indenture of Mortgage or Deed of
Trust dated May 1, 1947, as Amended (the “1947 Indenture”), and KU subsequently terminated
the 1947 Indenture.! Following this, KU’s outstanding and newly issued debt has not been
secured by any lien on KU’s properties.

3. In recent years, the Company obtained long-term, taxable financing from Fidelia.
Upon approval of the transactions contemplated in the Change of Control Docket, E.ON
obviously would not be in a position to continue making loans to a non-affiliate. Rather, KU
anticipates issuing First Mortgage Bonds, the lowest cost form of public debt, directly to the

market. The Company seeks authority to refinance its current, long-term taxable financings with

" In Docket No. 06-00235 (Petition of Kentucky Utilities Company for an Order Authorizing the Issuance of
Securities and the Assumption of Obligations) KU sought, and by Order dated February 13, 2007 the Authority
granted, authority for the last two transactions necessary for KU to obtain the release of the security that
collateralized its then outstanding first mortgage and tax-exempt pollution control bonds. KU’s reasons for
undertaking these actions were twofold. First, debt secured under the 1947 Indenture was subject to extensive filing
and reporting requirements, and KU sustained ongoing administrative costs attributable to the preparation of reports
and external legal, accounting and printing costs associated with the reporting requirements of the Securities
Exchange Act of 1934 and the Sarbanes-Oxley Act of 2002. Secondly, the 1947 Indenture was antiquated, and
imposed many arcane and burdensome requirements upon the Company

2
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Fidelia, represented by twenty-one (21) promissory notes ($1,331,000,000 total principal
amount) with secured First Mortgage Bonds.

4. Issuance of First Mortgage Bonds directly to the market as a means of financing
will allow KU have direct access to capital markets. Over the years, KU has repeatedly
demonstrated the ability to effectively raise capital at reasonable rates through the issuance of
First Mortgage Bonds using the 1947 Indenture. The transactions contemplated in the Change of
Control Docket also provide the Company with a favorable opportunity to refinance the current
Fidelia debt. The existing loan agreements with Fidelia include a pre-payment provision that in
most instances would require the Company to make an additional payment to Fidelia above the
principal amount and accrued interest, if the Company chose to refinance with lower cost debt.
These clauses are commonly referred to as “make whole” provisions and are typical with fixed
rate commercial loans. A “make whole” provision is included in financings to protect the Lender
from the reinvestment risk caused by a Borrower secking to terminate a financing before its
maturity and refinance at a lower rate. Pursuant to the terms of the existing Fidelia loans, the
amount of the “make whole” is calculated as the present value difference between the interest
payments the Lender would have received under the existing loan agreement and the interest
they can earn in the current market for the remaining term of the existing loan discounted at the
current interest rate for a loan with a tenor equal to the remaining term. Since current interest
rates are generally lower than the rates were when the Fidelia loans were made there would
normally be a “make whole” due to Fidelia.? As of March 31, 2010, the “make whole” amount
that would be payable from KU is estimated to be approximately $73 million. However, the

existing loan agreements with Fidelia contain provisions allowing Fidelia to require repayment,

% Note that the rates established when the Fidelia loans were entered into were the best rates available at that time
and those rates were determined under the Best Rate Method approved by the Authority in Docket No. 03-00146.
Please refer to Exhibit 3 for subsequent cases in which use of the Best Rate Method was approved.

3
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with no penalty or “make whole” payment if KU leaves the E.ON Group (i.e., the companies
consolidated in E.ON AG’s balance sheet). Thus, the transactions contemplated in the Change
of Control Docket would allow KU to refinance with lower cost secured debt without having to
make “make whole” payments to Fidelia.

5. In addition, KU’s existing, multi-year revolving credit facilities will no longer be
available once KU ceases to be part of the E.ON Group. KU therefore requests authority to enter
into new, replacement credit facilities totaling $400 million providing for short-term borrowing
from time to time.

6. While interest rates and maturity dates cannot be known for debt issued in the
future, a representative net present value analysis is attached as Exhibit 4, using projected
forward treasury rates at December 31, 2010 and current market spreads above treasuries and
costs associated with the contemplated new credit facilities. The analysis shows net savings
from issuing First Mortgage Bonds after covering all debt issuance expenses, the additional costs
that will result from once again being subject to the requirements of being an SEC registrant, and
the additional costs associated with the new credit facilities. Although the cost of SEC
compliance is reflected in the analysis, the Company will evaluate whether issuing registered
securities is cost-beneficial as it moves closer to issuance. The use of First Mortgage Bonds
should position the Company to realize the lowest interest rates available in the market.

1. SPECIFIC APPROVALS REQUESTED

7. For the reasons described in the balance of this Petition, KU seeks authority:
a) To replace a total of twenty-one (21) existing unsecured promissory notes
($1,331,000,000 total principal amount) between itself and Fidelia with external debt secured by

a lien on KU’s properties in Kentucky, as described in Section IV below.
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b) To issue up to $225,000,000 of previously authorized new unsecured debt
to Fidelia, later replacing it with up to $225,000,000 of secured debt, or to issue up to

$225,000,000 of new secured debt in lieu of the $225,000,000 of already authorized, but

. unissued, Fidelia debt, provided that the total of debt outstanding under this section together shall

not exceed $225,000,000, as more specifically described in Section V below.

c) Confirming KU’s existing authority to secure seven (7) series of pollution
control debt with the Company’s First Mortgage Bonds or, alternatively, to modify KU’s
authority with respect to these seven series of pollution control debt to allow for such security, as
more specifically described in Section VI below.

d) To secure four (4) series of pollution control debt with First Mortgage
Bonds, which series were issued since 2006, as more specifically described in Section VII below.

e) To expressly allow for the use of First Mortgage Bonds to secure any
refunding debt obligations that may be incurred pursuant to the authority granted in Docket No.
08-00070, as more specifically described in Section VIII below.

f) To enter into new, multi-year revolving credit facilities to replace KU’s
current revolving credit facilities to allow for short-term borrowing from time to time, as more
specifically described in Section IX below.

g) To secure the proposed debt issuances via a lien created under a mortgage
indenture (the “New Indenture”) which would include modernized administrative terms and
conditions and avoid some of the administrative problems of the previous 1947 Indenture, as
more specifically described in Section X below.

1V. REFINANCING THE FIDELIA DEBT

8. E.ON U.S. LLC (“E.ON U.S.”) is an indirect subsidiary of E.ON. KU is a wholly

owned subsidiary of E.ON U.S. E.ON U.S. Holding GmbH, is also a subsidiary of E.ON.



Fidelia, a finance company subsidiary organized in Delaware, is a subsidiary of E.ON U.S.
- Holding GmbH. Fidelia lends money to companies in the E.ON holding company system, and
has, from time to time and with the approval of the Authority, made long term loans to the

Company. Below is a list of each note to Fidelia that KU proposes to refund with external

taxable debt, secured by a first mortgage lien on the Company’s properties.

Payee Date of Issue Maturity Interest Rate Amount
Fidelia 04/30/03 04/30/13 4.550% $100,000,000
Fidelia 08/15/03 08/15/13 5.310% $ 75,000,000
- Fidelia 11/24/03 11/24/10 4.240% $ 33,000,000
Fidelia 01/15/04 01/16/12 4390% $ 50,000,000
Fidelia 07/08/05 07/08/15 4.735% $ 50,000,000
- Fidelia 12/19/05 12/21/15 5.360% $ 75,000,000
Fidelia 06/23/06 06/23/36 6.33% $ 50,000,000
Fidelia 10/25/06 10/25/16 5.675% $ 50,000,000
- Fidelia 02/07/07 02/07/22 5.69% $ 53,000,000
Fidelia 03/30/07 03/30/37 5.86% $ 75,000,000
Fidelia 06/20/07 06/20/17 5.98% $ 50,000,000
Fidelia 09/14/07 09/14/28 5.96% $100,000,000
Fidelia 10/25/07 10/25/19 5.71% $ 70,000,000
Fidelia 12/20/07 12/19/14 5.45% $100,000,000
Fidelia 05/20/08 05/22/23 5.85% $ 75,000,000
Fidelia 07/25/08 07/25/18 6.16% $ 50,000,000
N Fidelia 08/26/08 08/27/18 5.645% $ 50,000,000
Fidelia 12/15/08 12/17/18 7.035% $ 75,000,000
Fidelia 04/24/09 04/24/17 5.28% $ 50,000,000
- Fidelia 07/27/09 07/29/19 4.81% $ 50,000,000
Fidelia 11/25/09 11/25/19 4.445% $ 50,000,000
TOTAL $1,331,000,000

Famca

Additional information with respect to each note is shown in Exhibit 3, attached hereto.

o All of the loan proceeds from the existing debt listed above were made available to the
Company.
9. As noted in Paragraph 4 above, KU’s loans from Fidelia will become due and

e payable upon Fidelia’s demand if KU leaves the E.ON Group. Therefore the transactions

3 KU requests authority to replace the debt evidenced by this note, maturing in November 2010, with set?ured debt,
even if the new debt cannot be issued until after the note has matured. This is included in the $225 million of new
debt previously approved.

.. 6
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discussed in the Change of Control Docket would allow KU to refinance those loans without
having to pay the “make whole” payment. PPL Corporation will cause KU to refinance the loans
from Fidelia with proceeds of replacement notes issued to PPL Corporation or to a subsidiary of
PPL Corporation on substantially the same terms and conditions as the existing Fidelia notes
including the same maturity dates and same interest rates." The only differences would be
elimination of the “make whole” provisions and the deletion of the restriction that prepayment be
made on interest payment dates.

10.  To refund the PPL notes, KU proposes to issue and sell from time to time long-
term debt in the form of First Mortgage Bonds in one or more transactions, provided that the
aggregate principal or stated amount so issued and sold shall not exceed the sum of (i)
$1,331,000,000 representing the existing Fidelia debt, and (ii) the $225,000,000 of additional

Fidelia debt discussed in Section V.5 In other words, the Company is not requesting borrowing

authority in an amount beyvond what the Authority has already approved.

11.  Alternatively, if timing and market conditions are favorable, the parties could
agree to allow the Fidelia notes to be refinanced using proceeds from the issuance of the First
Mortgage Bonds, without the “make whole.” This could occur contemporaneously with the
transactions contemplated in the Change of Control Docket.

12.  The First Mortgage Bonds may be sold in one or more underwritten public

offerings, negotiated sales, or private placement transactions utilizing the proper documentation.

* At the time KU anticipates issuing the replacement notes to PPL, the January 15, 2004 note will have a remaining
term of less than 1 year. However, the replacement note will still constitute long term debt, subject to the
Authority’s jurisdiction under T.C.A. § 65-4-109. This is because the original term of the obligation was for more
than 1 year.

> The $225,000,000 of additional Fidelia debt was authorized by the Authority in Docket No. 09-00190 (Petition of
Kentucky Utilities Company for an Order Authorizing the Issuance of Securities and the Assumption of Obligations),
Order of February 3, 2010. Some or all of the $225,000,000 authorized but not yet outstanding debt to Fidelia may
be incurred before First Mortgage Bonds are issued. In that case, the amount of such new Fidelia debt would be
added to the $1,331,000,000 being refunded, with a corresponding reduction in the amount issued in lieu of
authorized but unissued debt o Fidelia. Thus, the total amount of $1,556,000,000 ($1,331,000,000 plus
$225,000,000) would not be exceeded.
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To the extent that any such First Mortgage Bonds are issued pursuant to an exemption from
registration under the Securities Act of 1933, the Company may, but need not, grant the
purchasers’ registration rights pursuant to which the Company would agree to subsequently
register such First Mortgage Bonds or exchange such First Mortgage Bonds for registered First
Mortgage Bonds. In the event of such registration or exchange, the principal amount of such
First Mortgage Bonds would be counted only once against the $1,556,000,000 limit
($1,331,000,000 refunding to replace Fidelia debt plus $225,000,000 in lieu of previously
authorized Fidelia debt).

13. The Company would enter into a mortgage indenture (“the New Indenture™)
which would authorize it to issue, from time to time, bonds of one or more series, with each
series having such date, maturity date(s), interest rate(s), and other terms as may be established
by a supplemental indenture executed by the Company in connection with such series. All bonds
issued under the New Indenture would be equally and ratably secured by a first mortgage lien on
substantially all of the Company’s permanently fixed properties in Kentucky. A draft of the New
Indenture, in substantially the final form, is attached as Exhibit 5 to this Petition.

14.  The First Mortgage Bonds of each series would be issued and secured by the New
Indenture as to be further supplemented and amended by a supplemental indenture creating the
bonds of such series. Such supplemental indenture would set forth the terms and provisions of
such series, including without limitation, the maturity date(s), interest rate(s), redemption
provisions and other applicable terms. The First Mortgage Bonds of each series may be sold in
one or more underwritten public offerings, negotiated sales, or private placement transactions
utilizing the proper documentation. The price, maturity date(s), interest rate(s), and the
redemption provisions, and other terms and provisions of each series of First Mortgage Bonds

would be determined on the basis of negotiations among KU and the purchaser of such First
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Mortgage Bonds. The amount of compensation to be paid to underwriters or purchasers for their
services would not exceed one percent (1%) of the principal amount of the First Mortgage Bonds
of the series to be sold. Based upon past experience with similar financings, KU estimates that
issuance costs, excluding underwriting fees, would be approximately $1.8 million.

15.  In connection with the issuance of First Mortgage Bonds, KU may enter into one
or more interest rate hedging agreements (including an interest rate cap, swap, collar, or similar
agreement, collectively, the “Hedging Facility”) with a bank or financial institution (the
“Counterparty”). The Hedging Facility would be an interest rate agreement designed to allow
KU to lock in attractive interest rates prior to the actual issuance of the bonds and to actively
manage and to lower its overall borrowing costs. The Hedging Facility will set forth the specific
terms upon which KU will agree to pay the Counterparty payments and/or fees and the other
terms and conditions of any rights or obligations thereunder.

16.  The terms of each Hedging Facility will be negotiated by KU with the respective
Counterparty and would be the most favorable terms that can be negotiated by the Company.

V. RECENTLY AUTHORIZED $225,000,000 NEW DEBT

17.  The Authority recently authorized KU to obtain long-term debt from Fidelia in an
amount not to exceed $225,000,000.° Because it has a continuing need to use the debt authority
the Authority has already approved, KU may issue some or all of this debt under its existing
authority. KU therefore further requests authority (a) to issue up to $225,000,000 in new
unsecured debt to Fidelia, later replacing it with up to $225,000,000 of secured debt, or (b) to
issue up to $225,000,000 of new secured debt in lieu of the $225,000,000 of already authorized,
but unissued, Fidelia debt, provided that the total of debt outstanding under (a) and (b) together

shall not exceed $225,000,000.

® Docket No. 09-00190 (Petition of Kentucky Utilities Company for an Order Authorizing the Issuance of Securities
and the Assumption of Obligations), Order of February 3, 2010.

9
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V1. SECURING SEVEN SERIES OF TAX EXEMPT
POLLUTION CONTROL BONDS

18. KU has a total of eleven (11) series of tax-exempt unsecured pollution control
debt outstanding or authorized, totaling $350,779,405 in principal amount. The existing tax-
exempt bonds contain provisions that require the Company to ensure that they have equal rights
and privileges to the Company’s most senior debt obligations. Consequently, KU’s obligations
with regards to its pollution control debt would also have to be secured by a lien on KU’s
properties evidenced by First Mortgage Bonds if the Fidelia loans are refinanced with secured
debt.

19. Seven series of pollution control debt were originally secured by the Company’s
First Mortgage Bonds. These series are: the Carroll County 2002 Series C Bonds,’ the Mercer
County 2000 Series A Bonds,® the Carroll County 2004 Series A Bonds,” and the Carroll County
2002 Series A Bonds, the Carroll County 2002 Series B Bonds, the Mercer County 2002 Series
A Bonds, and the Muhlenberg County 2002 Series A Bonds.'® The Company believes that it has
ongoing authority to again secure this debt with mortgage bonds evidencing a lien on the
Company’s property. KU therefore requests that the Authority confirm its existing authority to
secure these Pollution Control Bonds with the Company’s First Mortgage Bonds. However, if
the Authority disagrees with KU’s position, KU respectfully requests that the Authority treat this
Petition as a request for modification of its authority with respect to these seven (7) series of
pollution control debt as well. As noted previously, because of provisions requiring that KU’s

pollution control debt obligations have equal rights and privileges to the Company’s most senior

7 Authorized by the Authority by Order dated August 5, 2002 in Docket No. 02-00718 (Petition of Kentucky Utilities
Company for an Order Authorizing the Issuance of Securities and the Assumption of Obligations).

¥ Authorized by the Authority by Order dated May 18, 2000 in Docket No. 00-00364 (Petition of Kentucky Utilities
Company for an Order Authorizing the Issuance of Securities and the Assumption of Obligations).

* Authorized by the Authority by Order dated October 12, 2004 in Docket No. 04-00279 (Petition of Kentucky
Utilities Company for an Order Authorizing the Issuance of Securities and the Assumption of Obligations).

' All authorized by the Authority by Order dated December 11,2001 in Docket No. 01-00936 (Petition of Kentucky
Utilities Company for an Order Authorizing the Issuance of Securities and the Assumption of Obligations).

10
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debt, KU could not issue debt secured by a lien on its properties that would be senior to its
obligations under its pollution control debt. Those pollution control debt obligations would
therefore have to be similarly secured by a lien on KU’s properties. However, First Mortgage
Bonds used to secure KU’s obligations with respect to its pollution control debt would not be
sold to the public and those First Mortgage Bonds would not constitute new debt, but rather
security for existing obligations of the Company previously authorized by the Authority.

20.  The Company’s First Mortgage Bonds would be used to secure and collateralize
the pollution control bonds which have been issued by the various Counties (the “Pollution
Control Bonds™), and sold to the public, with the proceeds from such sale previously loaned to
KU pursuant to loan agreements.

21.  The First Mortgage Bonds that are used to secure KU’s obligations with respect to
the Pollution Control Bonds would be issued in like amount and identical term to the Pollution
Control Bonds, and would secure KU’s payment obligations under the Pollution Control Bonds.

22.  Such First Mortgage Bonds would be delivered to one or more corporate trustees
and/or bond insurers under one or more indentures of trust between the county that issued the
Pollution Control Bonds and such trustee (each a “Trustee”). The First Mortgage Bonds would
then be held by the Trustees and/or bond insurers to secure the Pollution Control Bonds and
KU’s payment obligations with respect to the loan agreements related to the Pollution Control
Bonds. As with those First Mortgage Bonds that are sold to generate funds for the Company
(non-tax-exempt debt) these First Mortgage Bonds would also be issued pursuant to one or more
supplemental indentures to the New Indenture. Existing documentation with respect to such
Pollution Control Bonds may need to be amended to reflect the existence of the First Mortgage

Bonds used for this purpose. In addition, it is possible that First Mortgage Bonds could be issued

11
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to secure the Pollution control Bonds prior to the consummation of the change of control
contemplated in the Change of Control Docket.

VII. SECURING FOUR SERIES OF RECENT
POLLUTION CONTROL DEBT

23.  While KU’s seven older series of pollution control debt were originally issued as
secured under the 1947 Indenture, the most recent four issuances were not authorized to be
secured by First Mortgage Bonds. KU requests express authority to secure these four series of
pollution control debt, issued more recently, with First Mortgage Bonds.

These series are as follows:

a) The $54,000,000 in principal amount of County of Carroll, Kentucky
Environmental Facilities Revenue Refunding Bonds, 2006 Series B (“Carroll County 2006 Series
B Bonds™).!!

b) and c) The $17,875,000 in principal amount of County of Carroll,
Kentucky Environmental Facilities Revenue Bonds, 2007 Series A (“Carroll County 2007 Series
A Bonds”) and the $8,927,000 in principal amount of County of Trimble, Kentucky
Environmental Facilities Revenue Bonds, 2007 Series A (“Trimble County 2007 Series A
Bonds™)."?

d) The $77,947,405 in principal amount of County of Carroll, Kentucky

Environmental Facilities Revenue Bonds, 2008 Series A (“Carroll County 2008 Series A

Bonds™)."

! 1ssued under authority granted by the TRA in the previously cited Docket No. 06-00235, Order of February 13,
2007.

12 Both series issued pursuant to authority granted in Docket No. 07-00083 (Petition of Kentucky Utilities Company
For an Order Authorizing the Issuance of Securities and the Assumption of Obligations), Order of May 9, 2007.
 Issued pursuant to Orders in Docket No. 08-00070 (Petition of Kentucky Utilities Company for an Order
Authorizing the Issuance of Securities and the Assumption of Obligations), Order of July 15, 2008 and Docket No.
08-00144 (Petition of Kentucky Utilities Company for an Order Authorizing the Issuance of Securities and the
Assumption of Obligations), Order of September 15, 2008.

12
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24.  The Carroll County 2006 Series B Bonds were issued concurrently with the
termination of the lien of the 1947 Indenture. The Carroll County 2007 Series A Bonds, the
Trimble County 2007 Series A Bonds, and the Carroll County 2008 Series A Bonds were issued
subsequent to the termination of the lien. In each case, KU’s petitions contemplated that First
Mortgage Bonds would not be used and the Authority’s Orders did not authorize the use of First
Mortgage Bonds as security. Therefore, the Company is requesting that its authority with respect
to each of these four series be amended to expressly allow use of mortgage bonds evidencing a
lien on the Company’s properties to secure the Company’s obligations with respect to these
series of pollution control debt. As with the Pollution Control Bonds discussed in Section VI, it
is possible that First Mortgage Bonds could be issued to secure these Pollution Control Bonds
prior to the consummation of the Change of Control.

Vill. AUCTION MODE POLLUTION CONTROL DEBT MITIGATION

25.  In Docket No. 08-00070", by Order dated July 15, 2008, the Authority granted
KU authority to take certain actions to mitigate the impact of market conditions on its auction
mode pollution control bonds. KU requests that its authority be amended to expressly allow for
the use of First Mortgage Bonds to secure any refunding debt obligations that may be incurred
pursuant to the authority granted in Docket No. 08-00070.

IX. REPLACEMENT OF REVOLVING CREDIT FACILITIES

26.  In Docket No. 07-00156"° KU sought and by Order dated September 13, 2007 the
Authority granted KU authority to enter into one or more multi-year revolving credit facilities
(the “Credit Facilities”) under which KU could incur short-term debt from time to time. This

alleviated the time and costs of annually negotiating and renewing short-term debt arrangements.

" (Petition of Kentucky Utilities Company for an Order Authorizing the Issuance of Securities and the Assumption
of Obligations.)
"> (Petition of Kentucky Utilities Company for an Order Authorizing the Issuance of Securities and the Assumption
of Obligations.)

13
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27. KU subsequently entered into such Credit Facilities (the “Existing Facilities™),
which will expire in 2012. However, under the terms of the Existing Facilities, the change of
control will be a default. Thus, if the change of control, which is the subject of the Change of
Control Docket, is approved and consummated, KU will need to enter into new credit facilities
(“New Credit Facilities™) to replace the current arrangements.

28. Accordingly, KU requests authority to enter into one or more New Credit
Facilities between KU and one or more banks or other financial institutions or syndicate of
financial institutions (each such financial institution hereinafter 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 New Credit Facilities would not exceed $400,000,000. Each individual draw of
funds under a New Credit Facility would be short-term debt, with a term not to exceed 364 days.
However, a New Credit Facility itself would be for a term not to exceed five (5) years. KU
expects that the actual term of the New Credit Facilities would be through December 31, 2014.
'The Company believes that market conditions currently allow for entrance into multi-year New
Credit Facilities, hence it is advantageous for the Company to enter into the proposed long-term
credit commitment(s),'® even though the individual debt under such arrangement(s) will be short-
term.

29, A New Credit Facility would be on the most favorable terms that can be
negotiated by KU. The Company would negotiate terms for fees, such as commitment fees, as
well as interest rates for funds borrowed under the New Credit Facility. Negotiations concerning
interest rates could include interest rate options which would set interest rates at some spread in
relation to such indices as the Bank’s prime rate or the London Inter-Bank Offered Rate

(“LIBOR™), as well as provisions for converting from one interest rate option to another. Based

1 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 if KU so requests

14
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upon market conditions today and an unsecured credit rating of BBB+/Baal, the Company
believes that current interest rates under a New Credit Facility would not exceed 2.50%, or
approximately 200 basis points above current LIBOR. However, interest rates would be expected
to vary over the term of the credit commitment.

30. In addition to interest on funds that may actually be borrowed, the Company may
be required to pay an initial fee to establish the New Credit Facility, as well as an ongoing
facility fee, to maintain the credit commitment. Based upon current conditions, KU does not
believe the initial fee would exceed 100 basis points or 1.00% of the Bank’s commitment, and
the facility fee would not exceed 25 basis points or .25% annually.

31. The New Credit Facilities could be used to provide liquidity or credit support for
variable rate long-term debt enhancing the marketability of such debt. In this role, the New
Credit Facilities would ensure that KU has readily available funds with which to make payments
with respect to variable rate bonds that could be tendered for purchase and not remarketed.
Following the recent turmoil in the credit market, and the decline in the availability and
usefulness of bond insurance for credit and liquidity support, other forms of support have
become much more important and it is anticipated that the New Credit Facilities would serve this
function. In such role, funds available under the New Credit Facilities would not necessarily be
drawn. The New Credit Facilities would also be structured to allow the issuance of letters of
credit to replace existing letter of credit supporting tax-exempt bonds.

32. In addition, it is possible that loan proceeds under the New Credit Facilities could
be used 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 costs
associated with construction of new assets, until permanent or long-term financing can be

arranged. However, borrowing under the New Credit Facilities would be used to meet short-term

15



financing needs as they arise and KU does not assign specific financing to any particular capital
project or use. Thus, these uses are general reasons that KU might have need for short-term

financing, rather than projects to which such financing would be assigned.
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X. ADDITIONAL INFORMATION

33.  To secure the proposed debt issuances, a lien would be created under the “New
Indenture” which would include modernized procedures, and avoid some of the administrative
problems that existed with the 1947 Indenture. For example, the New Indenture contains a
significantly less burdensome process for releasing property from the lien. This will allow the
Company to dispose of property in the normal course of business in a much more efficient
manner. A draft of the New Indenture in substantially the final form is attached as Exhibit 5.

34. KU has not entered into any contracts for the disposition of any of the securities
which it proposes to issue.

35.  Exhibit 6 to this Petition is a certified copy of KU’s Board of Directors’ resolution
authorizing the transactions discussed herein.

36. KU shall, as soon as it is finalized, file a copy of the final New Indenture with the
Authority.

37. KU shall, as soon as reasonably practicable after the issuance of the First
Mortgage Bonds referred to herein, file with the Authority a statement setting forth the date or
dates of issuance, the price paid therefore, the interest rate(s), and all fees and expenses including
underwriting discounts or Authority or other compensation, involved in the issuance and
distribution.

38.  Exhibit 2 to this Petition contains the Petitioner’s Financial Exhibit.

WHEREFORE, Kentucky Utilities Company respectfully requests that the Authority

make and enter its Order as follows:

16
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1. Authorizing KU to execute, deliver and perform its obligations under the New
Indenture, which would include current administrative terms and conditions as more specifically
described in Section X of this Petition, and any supplemental indentures thereto, whereby it may
grant a lien on its properties for the purpose of securing its obligations under First Mortgage
Bonds, and to issue and sell such First Mortgage Bonds as discussed in this Petition and used for
the purpose of either refunding all of KU’s notes to Fidelia Corporation or PPL Corporation, as
applicable, or issuing and selling First Mortgage Bonds in lieu of debt previously authorized but
not yet incurred to Fidelia Corporation, or issuing First Mortgage Bonds for the purpose of
securing and collateralizing KU’s existing pollution control debt obligations, and to enter into
necessary amendments to existing documentation that may be necessary to reflect such security
and collateralization.

2. Amending the authority granted in Docket No. 09-00190, to provide that KU is
authorized to issue up to $225,000,000 in new unsecured debt to Fidelia, later replacing it with
up to $225,000,000 of secured debt, or to issue up to $225,000,000 of new secured debt in lieu of
the $225,000,000 of already authorized, but unissued, Fidelia debt, provided that the total of debt
outstanding under this authority together shall not exceed $225,000,000, as more specifically
described in Section V above.

3. Authorizing KU to issue notes to PPL. Corporation or to a subsidiary of PPL
Corporation, with the same principal amounts, terms, conditions and interest rates as the Fidelia
notes, except that such new notes would not have “make whole” provisions and could be prepaid
at any time at par plus accrued interest on any day rather than just on interest payment dates,
prior to refunding such notes with First Mortgage Bonds.

4. Confirming KU’s existing authority to secure and collateralize KU’s obligations

with respect to seven (7) existing series of pollution control debt, the Carroll County 2002 Series

17
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C Bonds, the Mercer County 2000 Series A Bonds, the Carroll County 2004 Series A Bonds, the
Carroll County 2002 Series A Bonds, the Carroll County 2002 Series B Bonds, the Mercer
County 2002 Series A Bonds, and the Muhlenberg County 2002 Series A Bonds, with the
Company’s First Mortgage Bonds or, alternatively, to modify KU’s authority with respect to
these seven series of pollution control debt, as more specifically described in Section VI above.

5. Authorizing KU to secure four (4) series of pollution control debt, the Carroll
County 2006 Series B Bonds, the Carroll County 2007 Series A Bonds, the Trimble County 2007
Series A Bonds, and the Carroll County 2008 Series A Bonds, with First Mortgage Bonds as
more specifically described in Section VII above.

6. Authorizing KU to use First Mortgage Bonds to secure and collateralize KU’s
obligations with respect to any refunding debt obligations that may be incurred pursuant to the
authority granted in Docket No. 08-00070, as more specifically described in Section VIII above.

7. Authorizing KU to execute, deliver and perform its obligations under such
hedging agreements and such other agreements and documents as set forth in this Petition, and to
perform the transactions contemplated by all such agreements.

8. Authorizing KU to enter into one or more multi-year revolving New Credit
Facilities with one or more financial institutions in an aggregate amount not to exceed $400
million as more specifically described in Section IX above.

9. Conditioning the authority such that the proceeds from the transactions authorized
herein shall be used only for the lawful purposes set out in the Petition.

10.  Conditioning the authority such that KU shall agree only to such terms and prices
that are consistent with the parameters set out in this Petition.

11. Conditioning the authority such that KU shall, within 30 days from the date of
issuance, file with the Authority a statement setting forth the date or dates of issuances of
securities authorized herein, the price paid, the interest rate or rates, and all fees and expenses,

18



including underwriting discounts or Authority, or other compensation, involved in the issuance

and the distribution thereof.

12. KU requests that the Authority authorize the transactions contemplated herein

concurrently within the Authority’s Order in the Change of Control Docket and no later than

November 19, 2010.

Dated: June /& ,2010.

Respectfully submitted,

A Bebte s St sy
D. Billye Sandérs -

Attorney-at-Law

3514 Geneva Circle
Nashville, TN 37209

Telephone: (615) 500-7749
sanders.billye@gmail.com

Kendrick R. Riggs

Stoll Keenon Ogden PLLC

2000 PNC Plaza

500 West Jefferson Street
Louisville, Kentucky 40202-2828
Telephone: (502) 333-6000
kendrick riggs@skofirm.com

Allyson K. Sturgeon

Senior Corporate Attorney
E.ONUS.LLC

220 West Main Street
Louisville, KY 40202
Telephone: (502) 627-2088
allyson.sturgeon@eon-us.com

Counsel for Kentucky Utilities Company
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VERIFICATION
COMMONWEALTH OF KENTUCKY

COUNTY OF JEFFERSON

Daniel K. Arbough being first duly sworn, deposes and says that he is Treasurer for
Kentucky Utilities Company, that he has read the foregoing Petition and knows the contents
thereof, and that the same is true of his own knowledge, except as to matters yfiich are therein
stated on information or belief, and that as to these shdtters, clicve$ thesh #'be true.

A7 IZ4/AN
DANIEL K. ARBoﬁ(y

Subscribed and sworn before me this /47" day of June_ , 2010.

My Authority Expires: a""W 3 /,

NOTARY PUBLIC,

D

STATE AT LARGE
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Exhibit 1

Exhibit 2

Exhibit 3

Exhibit 4

Exhibit 5

Exhibit 6

EXHIBITS
Description of KU’s properties (Kentucky, Virginia and Tennessee)
Financial Exhibit
Fidelia Debt
Net present value analysis

“Draft” New Indenture

Certified copy of KU’s Board of Directors’ Resolution Authorizing Transactions
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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, 2010

The applicant’s generating, transmission and distribution systems described herein are
calculated annually. As of December 31, 2009, the applicant owned and operated ten
coal fired steam electric generating units having a total capacity of 2,849 MW; a
hydroelectric generating station having a total capacity of 24 MW; and seventeen gas/oil
peaking units having a total capacity of 1,499 MW,

The applicant's owned electric transmission system included 130 substations (52 of which
are shared with the distribution system) with a total capacity of approximately 13,016
MVA and 4,040 miles of lines. The electric distribution system included 479 substations
(52 of which are shared with the transmission system) with a total capacity of

approximately 6,973 MVA, 14,136 miles of overhead lines, and 2,209 miles of
underground conduit.

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

The net original cost of the property and cost thereof to the applicant at March 31, 2010,
was:

Utility Plant
Original Cost
Production Plant $ 2,895,633,623
Distribution Plant 1,322,162,021
Transmission Plant 535,147,961
General Plant 115,116,490
Intangible Plant 50,115,854
Construction Work in Progress 1,290,626,141
Total Plant at Original Cost $ 6,208,802,090
Less Reserve for Depreciation 1,856,980,785 *
Net Original Cost $ 4,351,821,305
* Excludes $335.,793.620 related to cost of removal reserves that is not included in

the reserve in the Financial Statements and Additional Information, but instead is
included as a regulatory liability.
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KENTUCKY UTILITIES COMPANY
FINANCIAL EXHIBIT

March 31, 2010

(1) Amount and kinds of stock authorized.
80,000,000 shares of Common Stock, without par value.
(2) Amount and kinds of stock issued and outstanding.

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

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

None

(4) Brief description of each mortgage on property of applicant, giving date of execution name of
mortgagor, name of mortgagee, or trustee, amount of indebtedness authorized to be secured

thereby, and the amount of the indebtedness actually secured, together with any sinking fund
provisions.

None
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(5) Amount of bonds authorized, and amount issued giving the name of the public utility which
issued the same, describing each class separately, and giving date of issue, face value, rate of
interest, date of maturity and how secured, together with an amount of interest paid thereon
during the last 12-month period.

Unsecured

Kentucky Utilities Company

Interest
Principal Amount Expense
Date of Date of Rate of Outstanding at Year Ended
Issue Maturity Interest Authorized March 31, 2010 March 31, 2010
Pollution Control Bonds

05/01/00 05/01/23 Variable 12,900,000 $ 12,900,000 $ 51,154
02/01/02 02/01/32 Variable 20,930,000 20,930,000 219,306
02/01/02 02/01/32 Variable 2,400,000 2,400,000 25,147
02/01/02 02/01/32 Variable 7,200,000 2,400,000 25,147
02/01/02 02/01/32 Variable 7,400,000 7,400,000 77,538
07/01/02 10/01/32 Variable 96,000,000 96,000,000 532,715
10/01/04 10/01/34 Variable 50,000,000 50,000,000 164,027
02/23/07 10/01/34 Variable 54,000,000 54,000,000 225,972
05/24/07 02/01/26 5.75% 17,875,000 17,875,000 1,027,813
05/24/07 03/01/37 6.00% 8,927,000 8,927,000 535,620
10/17/08 02/01/32 Variable 77,947,405 77,947,405 327,140

$ 3,211,579
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(6) Each note outstanding, giving date of issue, amount, date of maturity, rate of interest in whose
favor, together with amount of interest paid thereon during the last 12-month period.

Interest Expense

Date of  Rate of Year Ended
Payee Date of Issue ~~ Maturity  Interest Amount March 31, 2010

Fidelia Corp. 11/24/03 11/24/10  4240% $ 33,000,000 $ 1,399,200
Fidelia Corp. 01/15/04 01/16/12  4.390% 50,000,000 2,195,000
Fidelia Corp. 04/30/03 04/30/13  4.550% 100,000,000 4,550,000
Fidelia Corp. 08/15/03 08/15/13  5.310% 75,000,000 3,982,500
Fidelia Corp. 12/20/07 12/19/14  5.450% 100,000,000 5,450,000
Fidelia Corp. 07/08/05 07/08/15  4.735% 50,000,000 2,367,500
Fidelia Corp. 12/19/05 12721715 5.360% 75,000,000 4,020,000
Fidelia Corp. 10/25/06 10/25/16  5.675% 50,000,000 2,837,500
Fidelia Corp 04/24/09 04/24/17  5.280% 50,000,000 2,464,000
Fidelia Corp. 06/20/07 06/20/17  5.980% 50,000,000 2,990,000
Fidelia Corp. 07/25/08 07/25/18  6.160% 50,000,000 3,080,000
Fidelia Corp. 08/26/08 08/27/18  5.645% 50,000,000 2,822,500
Fidelia Corp. 12/15/08 12/17/18  7.035% 75,000,000 5,276,250
Fidelia Corp. 07/27/09 07/29/19  4.810% 50,000,000 1,630,056
Fidelia Corp. 10/25/07 10/25/19  5.710% 70,000,000 3,997,000
Fidelia Corp. 11/25/09 11/25/19  4.445% 50,000,000 771,701
Fidelia Corp. 02/07/07 02/07/22  5.690% 53,000,000 3,015,700
Fidelia Corp. 05/20/08 05/22/23  5.850% 75,000,000 4,387,500
Fidelia Corp. 09/14/07 09/14/28  5.960% 100,000,000 5,960,000
Fidelia Corp. 06/23/06 06/23/36  6.330% 50,000,000 3,165,000
Fidelia Corp. 03/30/07 03/30/37  5.860% 75,000,000 4,395,000

$70,756,407

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

None, other than current and accrued liabilities.
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(8) Rate and amount of dividends paid during the five previous fiscal years, and amount of capital

stock on which dividends were paid. (1)

Dividends on Common Stock, without par value
2005 $50,000,000
2006 -
2007 -
2008 -
2009 -

(1) As of May 1998, the 37,817,878 shares are all owned by E.ON U.S. LLC (formerly LG&E
Energy LLC) and all dividends declared by KU's Board of Directors are paid to E.ON U.S. LLC.

Dividends on 4 3/4% Cumulative Preferred Stock

For each of the first three quarters in fiscal year 2005, the Company declared and paid dividends of
$1.1875 per share on the 200,000 outstanding shares of 4 3/4% Cumulative Preferred Stock, $100
stated value, for a total of $237,500 per quarter. This series of preferred stock was redeemed on
October 24, 2005. The amount of dividends declared and paid through October 24, 2005, was
$773,196.

Dividends on 6.53% Cumulative Preferred Stock

For each of the first three quarters in fiscal year 2005, the Company declared and paid dividends of
$1.6325 per share on the 200,000 outstanding shares of 6.53% Cumulative Preferred Stock, $100
stated value, for a total of $326,500 per quarter. This series of preferred stock was redeemed on
October 24, 2005. The amount of dividends declared and paid through October 24, 2005, was
$1,062,942.

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

Attached are detailed Statements of Income, Balance Sheets and Retained Earnings for the
Company for the period ending March 31, 2010.

400001.135112/640130.1
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- Kentuclky Utilities Company
Statement of Income
March 31,2010

Electric Operating Revenues.........o...cooecuennnes

Rate Refunds

Year Ended

3/31/2010

Total Operating Revermes..........oocoovviiiiiecnincenn,

Fuel for Electric Generation. ........covceveviinnrinnnens
. Power PUrchased...ocveesieevimenns s simeeircecsveneans
Other Operation EXpEnses...... .. verurmreresasrn s e saese
MaINTENANCE v cre s e e s s s e s s e s a v een
1103 gTer:ta o) s NV PR
Amortization EXPenSe. .. ceemimmsen s i vemmian e annaa
Regulatory CreditS......covvivireiiiniinniiniiiivaeaee

Taxes

Federal ICOMIE . mmecmereeaeeeeeemmmeree e et e e e e e emeee e
StAte INCOMIE. e eiaeeees e vt smmrrenecrnrinasnen s e r e e e s vaaes
Deferred Federal Income - Net...ovoviueniieiennnnnns
Deferred State Income - Netuooveivovveornicenceenes
Property and Other.......u e ceeri s ceerenenemseenen e

Investment Tax Credit.....cccoveeen.

Loss (Gain) from Disposition of Allowances
Accretion EXpense.....ocoiieiiiiiiiiinnininiee e

Total Operating EXPenses...co...e.eerieeersrormenressionns

Net Operating IBCOIME cvene vt caes i m e scctarsenneona e e e

Other Income Less Deductions

Other Income Less DeductionS..ceearavenrinvnn s
AFUDC - EQUIY e veerrmemermranvon e sen e

Total Other Income Less Deductions..................
Income Before Interest Charges........covvcceerracrenns
Interest on Long-Term Debtu... .o veeuieiienrersmnecmnnnn ‘

Amortization of Debt Expense - Neto..occieiiannn,
Other Interest EXPensesu . e ierinie riniarmrmrsaseres
AFUDC - Borrowed Funds......cc.cevvne.. e

Total Interest Charges.......cvev e rcvecccccra e m e

BV [S ETeTs a1 =SOSR

1,375,737,377.77

(1,457,000.00)

1,374,280,377.77

444,734,118.15
188,919,454.35
197,665,485.52

48,836,599.42

127,929,620.19

6,661,136.27 .
(2,434,915.66)

19,413,059.44
4,692,585.26
48.103,455.75
9,157,028.92
20,599,970.39
16,062,341.26
(44,023.81)
2,135,064.46

1,132,430,979.92

241,849.397.85

2,771,056.89 .

2,188,253.69

4,959,310.58

246,808,708.43

73,967,986.44 .
819,616.08
3,397,335.64

(1,112,633.35)

77,072,304.81

169,736,403.62

-

Page 6 of 7
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Kentucky Utilities Company
Analysis of Retained Earnings
March 31, 2010

Retained Earnings Balance at Beginning of Period................ BOUSTUR
Add: | -

Net Income for Periof. .ove i iiiiiie i ene
Deduct: .
" Adjust for Equity in Subsidiary

Earnings for Year

' i I
Page 7 of 7 f ‘i
]

Year Ended 3/31/10

1,185,400,699.22

169,736,403.62

(1,951,758.40)

5,000,000.00

1,358,185,344.44

13,850,601.75

..... ... 1,372,035.946.19




EXHIBIT 3

PROMISSORY NOTES TO FIDELIA

Please note that KU does not “project finance,” and utilizes all sources of funds,
including internally generated funds, capital, and debt for its various projects. Thus, the uses
cited are general reasons for KU’s need for funds at the time the debt was incurred rather than
specific uses to which specific debt was assigned.

A. By Written Order dated April 7, 2003 in Docket No. 03-00146 (In the Matter of
The Petition of Kentucky Utilities Company For an Order Authorizing the Issuance of Securities
and the Assumption of Obligations), the Authority memorialized action taken at public
conference and authorized KU to obtain long-term debt financing from Fidelia in an amount not
to exceed $250,000,000. Among the causes for KU’s need for additional long-term financing
were the maturity on June 15, 2003 of KU’s 6.32% First Mortgage Bonds, Series Q in the
principal amount of $62,000,000. In addition, financing in an amount not to exceed $70,000,000
was needed for combustion turbines at the Trimble County generating station, for which a
Certificate of Public Convenience and Necessity was granted by the Kentucky Public Service
Commission (“KPSC”) in Case No. 2002-00381 (In the Matter of> The Application of Louisville
Gas and Electric Company and Kentucky Utilities Company for a Certificate of Public
Convenience and Necessity for the Acquisition of Four Combustion Turbines and a Site
Compatibility Certificate for the Facility). Additional financing was needed for the costs of
KU’s pollution control program, in an amount not to exceed $125,000,000, as approved by the
KPSC by Orders dated May 14, 2001 and April 18, 2001 in KPSC Case No. 2000-439 (In the
Matter of: The Application of Kentucky Utilities Company for Approval of an Amended

Compliance Plan for Purposes of Recovering the Cost of New and Additional Control Facilities
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and to Amend its Environmental Surcharge Tariff). Long-term financing was further necessary
to reduce the Company’s short-term debt and reduce its exposure to the risk of rising short-term

interest rates.

Pursuant to the authority granted in Docket No. 03-00146, the Company issued the

following notes:

Payee Date of Issue Maturity Interest Rate Amount
Fidelia 04/30/03 04/30/13 4.550% $100,000,000
Fidelia 08/15/03 08/15/13 5.310% $ 75,000,000
Fidelia (Matured) 12/18/03 12/19/05 2.29% $ 75,000,000
(Matured)

B. By Written Order dated October 30, 2003 in Docket No. 03-00522 (In the Matter
of The Petition of Kentucky Utilities Company for an Order Authorizing the Issuance of
Securities and the Assumption of Obligations), the Authority memorialized action taken at public
conference and authorized KU to obtain long-term debt financing from Fidelia in an amount not
to exceed $100,000,000. Among the causes for KU’s need for additional long-term financing
were the refunding of KU’s 8.55% First Mortgage Bonds, Series P in the principal amount of
$33,000,000. In addition, financing was needed for the costs of KU’s pollution control program
as approved by the KPSC by Orders dated May 14, 2001 and April 18, 2001 in KPSC Case No.
2000-439 (In the Matter of: The Application of Kentucky Utilities Company for Approval of an
Amended Compliance Plan for Purposes of Recovering the Cost of New and Additional Pollution
Control Facilities and to Amend its Environment Surcharge Tariff) in an amount not to exceed
$46,000,000. Additional financing was also needed in an amount of up to $50,000,000 to

replace the working capital generated by KU’s Accounts Receivable Program which was being

terminated.
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Pursuant to the authority granted in Docket No. 03-00522, the Company issued the

following notes:

Pavee Date of Issue Maturity Interest Rate Amount
Fidelia 11/24/03 11/24/10 4.240% $ 33,000,000
Fidelia 01/15/04 01/16/12 4.390% $ 50,000,000

C. By Written Order dated August 4, 2005 in Docket No. 05-00095 (In the Matter of
The Petition of Kentucky Utilities Company for an Order Authorizing the Issuance of Securities
and the Assumption of Obligations), the Authority memorialized action taken at public
conference and authorized KU to obtain long-term debt financing from Fidelia in an amount not
to exceed $125,000,000. Among the causes for KU’s need for additional long-term financing
were the Redemption of KU’s 7.55% First Mortgage Bonds, Series R, in $50,000,000 principal
amount. In addition, an existing $75,000,000 intercompany loan from Fidelia, authorized by the
TRA in Docket No. 03-00146, matured on December 19, 2005.

Pursuant to the authority granted in Docket No. 05-00095, the Company issued the

following notes:

Payee Date of Issue Maturity Interest Rate Amount
Fidelia 07/08/05 07/08/15 4.735% $ 50,000,000
Fidelia 12/19/05 12/21/15 5.360% $ 75,000,000

D. By Written Order dated June 27, 2006 in Docket No. 06-00121 (In the Matter of
The Petition of Kentucky Utilities Company for an Order Authorizing the Issuance of Securities
and the Assumption of Obligations), the Authority memorialized action taken at public
conference and authorized KU to obtain long-term debt financing from Fidelia in an amount not

to exceed $100,000,000. Among the reasons cited for KU’s need for debt financing were routine
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and ongoing upgrades and expansion related to its distribution and transmission system and other
capital projects including but not limited to pollution control facilities at the Company’s Ghent
Generating Station. The KPSC granted KU a Certificate of Public Convenience and Necessity
for those facilities by Order dated June 20, 2005 in KPSC Case No. 2004-00426 (In the Matter
of: The Application of Kentucky Utilities Company for a Certificate of Public Convenience and
Necessity to Construct Flue Gas Desulfurization Systems and Approval of its 2004 Compliance
Plan for Recovery by Environmental Surcharge), which was subsequently modified by Order
dated December 22, 2006, in KPSC Case No. 2006-00493 (In the Matter of: Application of
Kentucky Utilities Company to Modify Certain Certificates of Public Convenience and Necessity
to Construct Ductwork for Two Flue Gas Desulfurization Units at the Ghent Power Station).

Pursuant to the authority granted in Docket No. 06-00121, the Company issued the

following notes:

Payee Date of Issue Maturity Interest Rate Amount
Fidelia 06/23/06 06/23/36 6.33% $ 50,000,000
Fidelia 10/25/06 10/25/16 5.675% $ 50,000,000

E. By Written Order dated February 13, 2007 in Docket 06-00235 (In the Matter of
The Petition of Kentucky Utilities Company for an Order Authorizing the Issuance of Securities
and the Assumption of Obligations), the Authority memorialized action taken at public
conference and authorized KU to obtain long-term debt from Fidelia for the purpose of defeasing
and discharging $53,000,000 in principal amount of KU’s 7.92% First Mortgage Bonds, Series

P.

Pursuant to the authority granted in Docket No. 06-00235, the Company issued the

following note:



Payee Date of Issue Maturity Interest Rate  Amount

Fidelia 02/07/07 02/07/22 5.69% $ 53,000,000

F. By Written Order dated May 18, 2007 in Docket No. 07-00043 (In the Matter of
The Petition of Kentucky Utilities Company for an Order Authorizing the Issuance of Securities
and the Assumption of Obligations), the Authority memorialized action taken at public
conference and authorized KU to obtain long-term debt financing from Fidelia in an amount not
to exceed $295,000,000. Among the causes for KU’s need for additional long-term financing
were capital expenditures for pollution control facilities at the Ghent Generating station,
authorized by Orders dated June 20, 2005 in the previously referenced KPSC Case No. 2004-
00426 and December 21, 2006 in KPSC Case No. 2006-00206 (In the Matter of: The
Application of Kentucky Utilities Company for a Certificate of Public Convenience and Necessity
to Construct a Selective Catalytic Reduction System and Approval of its 2006 Compliance Plan
for Recovery by Environmental Surcharge). In addition, KU needed financing for its share of
construction costs for Trimble County Unit 2 in Trimble County. The KPSC granted a
Certificate of Public Convenience and Necessity and a Site Compatibility Certificate for that
facility by Orders dated November 1, 2005 and November 9, 2005 in KPSC Case No. 2004-
00507 (In the Matter of: 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 Expansion of the Trimble County Generating Station).

Pursuant to the authority granted in Docket No. 07-00043, the Company issued the

following notes:
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Payee Date of Issue Maturity Interest Rate Amount

Fidelia 03/30/07 03/30/37 5.86% $ 75,000,000
Fidelia 06/20/07 06/20/17 5.98% $ 50,000,000
Fidelia 09/14/07 09/14/28 5.96% $100,000,000
Fidelia 10/25/07 10/25/19 5.71% $ 70,000,000

G. By Written Order dated January 10, 2008 in Docket No. 07-00244 (In the Matter
of The Petition of Kentucky Ultilities Company for an Order Authorizing the Issuance of
Securities and the Assumption of Obligations), the Authority memorialized action taken at public
conference and authorized KU to obtain long-term debt financing from Fidelia in an amount not
to exceed $100,000,000. Among the causes for KU’s need for additional long-term financing
were capital expenditures for pollution control facilities at KU’s Ghent and E.W. Brown
Generating Stations as authorized by the KPSC in the previously cited Case Nos. 2004-00426
and 2006-00493. In addition, favorable weather and a compressed construction schedule
resulted in accelerated capital expenditures for KU’s share of transmission facilities, approved by
the KPSC by Order of May 26, 2006 in KPSC Case No. 2005-00467 (In the Matter of: The Joint
Application of Louisville Gas and Electric Company and Kentucky Ultilities Company for the
Construction of Transmission Facilities in Jefferson, Bullitt, Meade, and Hardin Counties,

Kentucky).

Pursuant to the authority granted in Docket No. 07-00244, the Company issued the

following note:
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Payee Date of Issue Maturity Interest Rate Amount

Fidelia 12/20/07 12/19/14 5.45% $100,000,000
H. By Written Order dated February 22, 2008 in Docket No. 08-00009 (In The
Matter of The Petition of Kentucky Utilities Company for an Order Authorizing the Issuance of
Securities and the Assumption of Obligations), the Authority memorialized action taken at public
conference and authorized KU to obtain long-term debt financing from Fidelia in an amount not
to exceed $275,000,000. Among the causes for KU’s need for additional long-term financing
were capital expenditures for pollution control facilities, at KU’s Ghent and E.W. Brown
Generating Stations, as authorized by the KPSC in the previously cited Case Nos. 2004-00426
and 2006-00493. In addition, KU required financing for its share of the construction costs for
Trimble County Unit 2, for which the KPSC granted a Certificate of Public Convenience and

Necessity and a Site Compatibility Certificate in the previously cited Case No. 2004-00507.

Pursuant to the authority granted in Docket No. 08-00009, the Company issued the

following notes:

Payee Date of Issue Maturity Interest Rate Amount

Fidelia 05/20/08 05/22/23 5.85% $ 75,000,000
Fidelia 07/25/08 07/25/18 6.16% $ 50,000,000
Fidelia 08/26/08 08/27/18 5.645% $ 50,000,000
Fidelia 12/15/08 12/17/18 7.035% $ 75,000,000

L By Written Order dated November 25, 2008 in Docket No. 08-00193 (In the
Matter of The Petition of Kentucky Utilities Company for an Order Authorizing the Issuance of
Securities and the Assumption of Obligations), the Authority memorialized action taken at public

conference and authorized KU to obtain long-term debt financing from Fidelia in an amount not
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to exceed $275,000,000. Among the causes for KU’s need for additional capital expenditures for
pollution control facilities at KU’s Ghent and E.W. Brown Generating Stations, as authorized by
the KPSC in the previously cited Case Nos. 2004-00426 and 2006-00493. In addition, KU
required financing for its share of the construction costs for Trimble County Unit 2, for which
the KPSC granted a certificate of Public Convenience and Necessity and a Site Compatibility
Certificate in the previously cited Case No. 2004-00507.

Pursuant to the authority granted in Docket No. 08-00193, the Company issued the

following notes:

Payee Date of Issue Maturity Interest Rate Amount
Fidelia 04/24/09 04/24/17 5.28% $ 50,000,000
Fidelia 07/27/09 07/29/19 4.81% $ 50,000,000

400001.135112/611393.1
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Kentucky Utiiftise] e Bond Analysis

impact on Cash Flow

— EXISTING CAPITALIZATION

Fidelia Loans and Existing Bank Facilities

Credit Facility

-Date . Interest Credit Facility Fees ~ L/C Fees Amortization

12/31/201Q
2011 § 71,758,850 % 24,500 $ 1,386,000 0 3
2012 $ 70,661,450 $ 12,250 § 693,000 0 S
2013 § 67,288,950 0 %
2014 §$ 61,031,450 0 3
2015 § 55,581,450 0 s
2016 $ 49,183,950 0 $
2017 § 43541 450 0 s
2018 $ 40,726,450 0 %
2019 § . 29,547,700 0D S
2020 $ 20,923,200 o3
2021 § 20,923,200 g 3
2022 % 18,415,350 [ I
2023 § 15,713,750 0 %
2024 § 13520000 0 s
2025 $ 13,520,000 0 s
2026 $ 13,520,000 0o s
2027 $ 13,520,000 0 $
2028 $ 13,520,000 0 %
2029 $ 7,560,000 0 %
2030 § 7,560,000 0 s
2031 % 7,560,000 0 3
2032 §  7.560.000 D s
2033 § 7,560,000 0 3
2034 $ 7,560,000 0§
2035 § 7,560,000 0 s
2036 $ 5,977,500 0 $
2037 $ 2,197,500 o s

TOTAL $695.002.300 30

(1) Debt Amortization Expense includes issuing costs of new series.
(2} Tax calculation based on interest expense and the amortization of new issue debt expense.

Assumptions

Kentucky Utilities First Mortage Bond Analysis

PROPOSED REFUNDING

MISCELLANEQUS -

Tax rate 38.900%

Inflation rate 3.00%

Discount rate 3.08%

Debt Issuance Cost Annual Amortization FAddth

10-Year $ 2,116,944 . § -0 211,604
10-Year $ 3,852,444 $ 385,244
30-Year $ 4,141,134 3 138,040
30-Year $ 1,533,694 $ 151,123 |
Weighted Average Cost of Debt
Loan #1 $ 258,000,000 19.384%
Loan #2 $ 525,000,000 38.444%
Loan#3 $ 423,000,000 . 31.781%
Loan #4 $__ 125,000,000 8.391%

$ 1,331,000,000 . 80.6816%

ssue Expenses
11,644,275

$11.644.278

Taxes (2)

$ -

$ (28,491,779)
$ (26,989,292)
§ (24,581,879)
$ (22,340,694)
$ {20,155517)
$ (17,914,553)
$ (16,118,602)
§ (15,227,799)

$ (11,781,560)

{8,250,417)
{8,022,656)
(7,449 164)
{6,045 517)
(5,230,240}
(5,235,247}
(5,245,481)
(5.250,754)
{5,261,342)
(3,066,405)
(3,077,286)
(3,083,265)
(3,094,500)
(3,100,844)
(3,112,453)
(3,119,183}
(2,581,048)
(1,212,829)

ARALBPABANDBDBRANDDNDOAPDPDHH

($265,040.445)

PRESENT VALUE ANALYSIS

Totai Cash

Outlay
$15,644,275

$42,965,767 |.

$40,911,769
$38,813,950
$33,599,695
$30,850,350
$27,637,030
$24,499,642
$23,406,412
$17,677,082
$12,436,529
$12,359,226
$11,764,394

9,243,195

$8,268,504

. 7,959,959
$8,281,984

$7,973,828

$8,296,346 |

$4,532,271
$4,855,312
$4,548 204
$4,871,800
$4,565,264
$4,889,449
$4,583,519
$4,044,223
$1,578,670

3.0 =)

Pericdic
(Cost) or

SAVINGS from  Present Value

Refunding
$ {15,644,275)
1,740,767
2,693,285
4,259,588
3,690,521
3,108,316
2,420,473
2,104,184
1,477,449
376,563
347,548
424,848
98,385
357,907
(7,874}
300,761
(21,264)
286,852
(35,626)
86,888
(236,152)
70,958

35,641
(351.971)
(235,998)

A A OB AP B OO BB O N A ARG

$6.878.779

, Factor

1.0000
'0.8700
0.9408
0.9094
0.8781
0.8461
0.8215
0.7973
0.7422
0.6992
07118
0.6881
0.6851
0.5429
0.6214
0.6007
0.5806
0.5612
0.4572
0.5243
0.5088
0.4899
0.4735
0.4577
0.4424
0.4276
0.4133
0.3995

Present Vaiue
SAVINGS
($15,644,275)
$1,688,544
$2,533,854 |
$3,510,124
$3,240,755
$2,630,653
$1,988,341
$1,677,761
$1,096,548
$263,304
$247,422
$292,350
$65,439
$230,103
(34,893)
$180,659
($12,346)
$161,008
($16,288)
345,559
($119,686)
$34,760
{$119,629)
$24,668
($119,578)
$15.241
($162,017)
($94,288)

$4.034,091
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CROSS-REFERENCE SHEET SHOWING THE LOCATION IN THE TRUST
' INDENTURE OF THE PROVISIONS INSERTED PURSUANT TO SECTIONS 310
: THROUGH 318(2) INCLUSIVE OF THE TRUST INDENTURE ACT OF 1939
f Section:of | . o
Trust Indenture Act . Section of Indenture Page
| 310(2)(1) [14.09] ottt sttt
- 310(&)(2) [14.097 oo meeeemsseerevemeaesesseenens et eeee e eseeene e
310(2)(3) R 1 B
- 310()(4) ~ [Not Appﬁcabie] ...........................................................................
| 310(2)(5) - [L4.09] ettt
310(b) [14.08, 14.10(a), 14.10(d), 14.10(E)] cooooerooeoseoeoeseee s
! 310(c) [Not Apphcable] ...........................................................................
311(2) T14.13] eeoeeeeeeeeeee oo seeeessesmeseee e seeee e eseesee s eerseere oo
311(b) [18.13 e seeeeeee s eeeneeees e e
- " 311(c) [Not AppHCable]. .,
C312(2) AT LR/
o 312(b) B/ PO
312(c) RER )
313(a) T14,18()] emreeeeeereseeesseesreeesssseseeeeesessseesses s eee e
| 313(b) L 16:)) OO,
- 313(c) BRGSO
| 313(d) [LA.18(A)] ervvverrecreeeemrmesoseeeenreseseesmsmseesesesesessseesemereesessseneeereeseeee e ,
314(2) SRR A LR A L. TS
| 3140) AT [P eeeeeeeeeeeeese ;
314(c)(1) [Article 1 Definition of Officer's Certificate, 3 01(g), 9.03(b),
| ©9:10(c), 15.01(C), 18.08, 18.097:crsmererereeeessreesoeeeeemeeesseeesseeeer e
o 314(c)(2) [Article I Definition of Opinion of Counsel, 3. Ol(c) 4.05(d),
| 9.03(e), 15.01(), 18.08, 18.09Tcrvrosrrreeroeooee s
X 314(c)(3) [Article I Definitions of Accountant, Accountant's Certificate,
- ' Independent and Independent Accountant's Certificate, 3.01(d),
| , 4.04, 4.05(c ), 4.07(b), 4.07(c), 4.07(d), 9.03(2), 9.10(d), 18.08,
| 18.09] oo ettt ettt et e e e
- 314(d)(1) [Article I Definitions of Engineer, Engineer's Certificate,
| 4 . Independent and Independent Engineer's Certificate;, 9. O3(c)
- 9.03(A),]urrmrererermrsensesnsnnssssnisss sttt
|
I . .
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. INDENTURE, dated as of the | day of | |, by and between Kentucky
Utilities Company, a corporation duly organized and existing under and by virtue of the laws of

- the Commonwealths of Kentucky and Virginia, having its principal office in the City of

Lexington in said Commonwealth of* Kentucky (the “Company™), and [ - 1, a
[corporation] [national banking association] duly organized and existing under and by virtue of
the laws ofthe [~ |, having its principal office in | as Trustee (the “Trustee™)

WHEREAS, the Company has duly authorized the execution and delivery of this
Indenture to provide for the issuance from time to time of its first mortgage bonds (the “Bonds™),
to be issued in one or more series as.contemplated. herein, and to provide security for the
payment of the principal of and premium, if any, and interest, if any, on the Bonds; and all acts
necessary to make this Indenture a valid agreement of the Company have been performed. For all
purposes of this Indenture, except as otherwise expressly provided or unless the context
otherwise requires, capitalized terms used herein shall have the meanings assigned to them in .
Article I of this Indenture.

NOW, THEREFORE, this Indenture Witnesseth that, in consideration of the premises
and of the purchase of the Bonds by the holders thereof and of one dollar to it duly paid by the
Trustee the receipt of which is hereby acknowledged, and in order to secure the payment, both of
the principal and interest, of all Bonds of the Company at any time outstanding hereunder and
the performance of and compliance with the covenants and conditions in this Indenture contained
herein and therein, the Company hereby grants, bargains, sells, warrants, releases, conveys,
assigns, transfers, mortgages, pledges, sets over and confirms, to |, as Trustee, and to
its respective successors in said trust forever, all property, real, personal and mixed located in the
Commonwealth of Kentucky, now owned or hereafter acquired or to be acquired by the
Company, and wheresoever situated in the Commonwealth of Kentucky, (other than Excepted
Property, as defined below), subject to the rights reserved by the Company in and by other
provisions of this Indenture, including without limitation all lands, rights-of-way, other land
rights, flowage and other water rights, water reservoirs, dams, waterways, docks, roads, and
other land improvements; steam, hydro, wind, solar, integrated gasification combined cycle,
nuclear and other electric generating plants, including buildings and other structures, turbines,
generators, boilers, condensing equipment, and all other equipment; substations; electric
transmission and distribution systems, including structures, poles, towers, fixtures, conduits,
insulators, wires, cables, transformers, services and meters; steam and heating mains and
equipment; gas generating and coke plants, including buildings, holders and other structures,
boilers and other boiler plant equipment, benches, retorts, coke ovens, water gas sets, condensing
and purification equipment, piping and other accessory works equipment; carbon sequestration
equipment; facilities for gas storage whether above or below surface; office, shop, garage and
other general buildings and structures, and fixtures; parts or parcels of such real property and .
items of other property being more specifically described and mentioned or enumerated in a
schedule hereto annexed and marked Schedule A, reference to said schedule for a more specific
description and enumeration of the property therein described and enumerated being hereby
made with the same force and effect as if the same were incorporated herein at length;

TOGETHER: WITH all and singular the tenements, hereditaments and aﬁ;ﬁurtenances _ .
belonging or in any wise appertaining to the aforesaid property or any part thereof with the
reversion and reversions, remainder and remainders thereof, and all the estate, right, title and,
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intérest and claim whatsoever, at law as well as in equity, which the. Company now has or may
hereafter acquire in and to the aforesaid property and franchise and every part and parcel thereof
other than Excepted Property or except as hereinafter excepted, excluded or released from the
lien hereof.

It is hereby agreed by the Company that (other than Excepted Property) all of the
property, of the kind and nature described in the first Granting Clause above, acquired- by the
Company after the date hereof shall be as fully embraced within the Lien hereof as if such
property were now owned by the Company and were specifically described herem and conveyed
hereby. :

Any Excepted Property, and any other property of the Company, real, personal or mixed,
not described in the foregoing Granting Clauses, may be subjected to the lien hereof by the
Company, from time to time after the date of the execution and delivery of this Indenture, by
delivery or by an instrument supplemental to this Indenture subjecting such property to the lien
hereof, the Trustee being hereby authorized fo receive the same at any time as additional security
hereunder; it being understood that any such subjection to the lien hereof of any Excepted
Property and/or other property as additional security may be made subject to such reservations,
limitations or conditions respecting the use and disposition of such property or the proceeds
thereof as shall be set forth in such instrument.

The foregoing provisions hereof in so far as they purport to subject to the lien hereof
property hereafter acquired by any successor corporation are subject to the provisions of Article
XTI relating to the effect under various conditions of & consolidation or merger into another
corporation or sale of substantially a1l of the property of the Company.

Expressly excepting and excluding, however, from the lien of this Indenfure the
following property of the Company, Whether now owned or hereafter acquired (“Excepted

Property™):

(a) all cash on hand or in banks or other financial mstltuﬁons shares of stock, bonds, .
notes, evidences of indebtedness and other securities not hereafter paid or delivered to, deposited
with or held by the Trustee hereunder or required so to be;

{b) all contracts, leases and other agreements of whatsoever kind and nature, contract
rights, bills, notes and other instruments, accounts receivable, claims, credits, demands and
judgments, governmental and other permits, allowances, licenses and franchises, patents, patent
licenses and other patent rights, patent applications, trade names, trademarks, copyrights claims,
credits, choses in action and other intangibles, including, but not limited to, emission or similar
allowances, renewable credits, transmission rights and computer software;

(©) all automobiles, buseés, trucks, track cranes, tractors, trailers and similar vehicles
and movable equipment; all rolling stock, -rail cars and other railroad equipment, all vessels,
boats, barges,. piers, docks and other marine equipment, all airplanes, helicopters, aircraft engines
and other flight equipment; and all parts, accessories and supplies used in connection with any of
the foregoing;
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(d  all goods, stock in trade, wares, materials, supplies and merchandise held for the
purpose of sale or lease in the ordinary course of business or for the purpose of consumption in
the operation, construction or repair of any of the properties of the Company; all fuel, whether or
not any such fuel is in a form consumable in the operation of the Company’s business, including
separate components of any fuel in the forms in which such components exist at any time before,
during or after the period of the use. thereof as fuel; all hand and other portable tools and
equipment; all furniture and furnishings; and all computers, machinery and telecommunication.
and other equipment used exclusively for corporate administrative or clerical purposes;

(e) all coal, ore, gas, oil and other minerals and all timber, and all rights and interests
in any of the foregoing, whether or not such minerals or timber shall have been mined or
extracted or otherwise separated from the land; and all electric energy, gas (natural or artificial),
steam, water and other products generated, produced, manufactured, purchased or otherwise

acquired by the Company;

) all interests in property held by the Company as lessee;

(g)  allassets under contract for sale or held for sale on the books of the Company, as
of the Date Hereof; :

(h)  all property, real, personal and mixed, which is:
(1) located outside the Commonwealth of Kentucky;

(ii)  not speciﬁcallﬁf described or referred to in the Granting Clauses of this
Indenture; and ' 4 '

(iil)  not specifically subjected or required to be subjected to the lien of this
Indenture by any provision hereof;

TO HAVE AND TO HOLD all said properties, real, personal and mixed, mortgaged,
pledged or-conveyed by the Company as aforesaid, or intended so to be, unto the Trustee and its
successors and assigns forever; subject, however, to Permitted Encumbrangies as herein defined;

IN TRUST NEVERTHELESS, for the equal pro rata benefit and security of all of the
Bonds issued and to be issued hersunder in accordance with the provisions of this Indenture
without preference, priority or distinction as to lien of any over the others by reason of priority in
time of the issue, negotiation or maturity thereof; subject, however, to the provisions of this
Indenture and of any supplemental indenture relating to any sinking fund or similar fund for the
benefit of the Bonds of any particular series or of the Bonds-or any portion thereof issued under
this Indenture; it being intended that the lien and security of all of said Bonds of all series issued
or to be issued hereunder shall take effect from the execution and delivery of this Indenture, and
that the lien and security of this Indenture shall take effect from the date of execution and
delivery thereof as though all of the said Bonds of all series were actually authenticated and
delivered upon such date.

PROV.[DED, HOWEVER, that if the.Company,' its successors, or assig;as,. shall pay or
cause to be paid unto the holders of said Bonds the principal and interest to become due in
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resi;ect thereof as provided in Article XV hereof and otherwise comply with Article XV hereof,
then this Indenture and the estate and rights hereby granted, shall cease, determine and be void,
otherwise to be and remain in full force and effect. :

IT IS HEREBY COVENANTED, DECLARED AND AGREED, by the Company,
that all such Bonds are to be issued, authenticated and delivered, and that all property subject or
to become subject hereto is to be held, subject to the further covenants, conditions, uses and
trusts hereinafter set forth, and the Company, for itself and its successors and assigns, does
hereby covenant and agree to and with the Trustee and its successor or successors in said trust,
for the benefit of those who shall hold said Bonds, or any of them, as follows:

ARTICLEI -

DEFINITIONS

Certain terms, as used speuﬁcally in particular Articles of the Indenture, are defined in
those Articles. :

For all purposes of the Indenture, except as otherwise expressly provided or unless the
context otherwise requires:

(A) . The terms defined in this Article have the meanings assigned to them in
this Section and include the plural as well as the singular.

(B)  If the Indenture is qualified under the Trust Indenture Act, all other terms
used herein which are defined in said Act, either directly or by reference therein, have the
meanings assigned to them therein.

(C)  All accounting terms not otherwise defined herein have the meanings
assigned to them, and all computations herein provided for, shall be made in accordance
with generally accepted accounting principles, except that the Company may conform to
any order, rule or regulatlon of any regulatory authority havmg jurisdiction over the
Company. .

(D)  Unless otherwise indicated, all references in this instrument to designated
Articles, Sections, subsections, paragraphs and clauses are to the designated Articles,
Sections, subsections, paragraphs and clanses of this instrument as originally executed.

(E)  The words “herein,” “hereof” and “hereunder” and other words of similar.
import refer to the Indenture as a whole and not to any particular Article, Section,
subsection, paragraph or clause unless specifically stated to the contrary.

“Accountant” means a Person engaged in the practice of accounting who (except as

-otherwise expressly prowded in the Indenture) may be employed by or affiliated with the

Company.

“Accountani’s Certificate” means a certificate, conforming ‘to the applicable
requirements of Sections 18.08 and 18.09, signed and verified by an Authorized Officer and by .
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an Accountant, who may be such Authorized Officer (in which case only one signature shall be
required), or who may otherwise be employed by the Company.

“Acquired Facility” means any property which, within six months prior to the date of its
acquisition by the Company, has been used or operated by a Person other than the Company in a
business similar to that in which such property has been or is to be used or operated by the”

- Company.

“Affiliate” of any specified Person means any other Person directly or indirectly
controlling or controlled by or under direct or indirect common control with such specified
Person. For purposes of this definition, “control,” when used with respect to any specified
Person, means the power to direct the management and policies of such Person, directly or
indirectly, whether through the ownership of voting power, by contract or otherwise; and the

. terms “controlling” and “controlled” have meanings correlative to the foregoing.

“Amount of Established Permanent Addiﬁqns” means the balance stated in each
Engineer’s Certificate delivered pursuant to paragraph (8) of subsection (2) of Section 4.05.

“Application” means an application for the authentication and delivery of Bonds, the
release of property or the withdrawal of cash under any provision of the Indenture and shall
consist of, and shall not be deemed complete until there shall have been delivered to the Trustee,
such cash, Bonds, securities and documents as are required by such provision to establish the
right of the Company to the action applied for. The date of a particular Application shall be
deemed to be the date of completion of all such deliveries to the Trustee and not the date of any
particular document so delivered. '

“Aunthenticating Agent” when used with respect to any particular series of Bonds, means
any Person named as authenticating agent for said series in the provisions of the Indenture
relating to said series and any successor authenticating agent.

“Aunthorized Officer” means the Chief Executive Officer, the President, the Chief
Operating Officer, the Chief Financial Officer, any Vice President, thé Controller, the Treasurer
or the Corporate Secretary or any other duly authorized officer, agent, or attorney-in-fact of the
Company named in an Officer’s Certificate signed by any of such corporate officers.

“Board of Directors” means either the Board of Directors -of the .Company or any
committee of the Company appointed by the Board of Directors of the Company, provided that
such committee of the Company has been properly elected or appointed in accordance with law
and the by-laws of the Company and has the power requisite to take the action in question.

“Bond” means any bond authenticated and delivered under the Indenture.

“Bondholder” or “Helder” means the Person in whose name such Bond is regisfered in
the Bond Register. .

“Bond Register” and “Bond Registrar” have the respective meanings stated in Section

2.11.

' , : \
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: “Business Day”, when used with respect to a Place of Payment or any other particular
location specified in the Bonds, means any day, other than a Satirday or Sunday, which is not a
day on which banking institutions or trust companies in such Place of Payment or other location
are generally authorized or required by law, regulation or executive order to remain closed,
except as may be otherwise specified in any Supplemental Trust Indenture creating a series of
Bonds.

“Commission” means- the Securities and Fxchange Commission, created undér the
Securities- Exchange Act of 1934, or, if at any time after the execution of this instrument such

. Commission is not existing and performing the duties theretofore assigned to it under the Trust

Indenture Act, then the body performing such duties at such time.

“Corﬁpany” means Kentucky Utilities Company, a Kentucky and Virginia corporation,
until a Successor Corporation shall have become such pursuant to the Indenture, and thereatfter,
“Company” shall mean such Successor Corporation. :

“Company Order” and “Company Request” mean a written order or request signed in
the name of the Company by an Authorized Officer and delivered to the Trustee.

“Completed Default” has the meaning stated in Section 11.01.

“Completed Depreciable Property” means, as of any specified time of computation, an
amount, determined in accordance with generally accepted accounting principles, equal to the
cost, as shown on the books of the Company, of the portion of the properties subject to the Lien
Hereof that are currently depreciable. '

“Corporation” or “corporation” means a corporation, association, company, limited
liability company, partnership, limited partnership, limited liability partnership, joint stock
company or business trust, and references to “corporate” and other derivations of “corporation”
herein shall be deemed to include appropriate derivations of such entities.

“Cost,” as applied to Permanent Additions and used in any certificate herein provided
for, shall be computed as of any particular date to be the amounts paid, expended or incurred by
the Company for such Permanent Additions and added to the utility plant or fixed capital
accounts of the Company according to the pertinent classification of accounts prescribed by any
cornmission or other governmental authority to whose jurisdiction the Company at the time may
be subject (or, in the absence of such a system, in accordance with generally accepted accounting
principles), and, in the case of an Acquired Facility, shall be deemed to include the cost of any
franchises, contracts, operating agreements, other rights or intangible property acquired
simultaneously therewith and related thereto, even though no separate or distinct consideration
shall have been paid for or-apportioned to such franchises, contracts, operating agreements or
other rights or property; provided that:

(1) there shall be included in the Cost of Permanent Additions the principal
amount of any monetary obligations incurred or assumed by the Company which is
directly related to the comstruction, acquisition or erection thereof or subject to which
such Permanent Additions are acquired.
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(2)  if the Company acquires any Permanent Additions in consideration, in
whole or in part, of its own capital stock, the reasonable value of such stock may, at the
option of the Company, be included in the Cost of such Permanent Additions. The:
reasonable value of such stock-shall be the value thereof as found or determined by a -

. commission or other governmental authority to whose jurisdiction the Company may be
subject or, if no such finding or determination shall have been made, then the reasonable
value of such stock shall be ascertained as follows: The Company shall appoint one or
more Independent appraisers, approved by the Trustee, to determine the reasonable value
of such stock on the date or dates of its delivery, which determination shall be evidenced
by a certificate, conforming to the requirements of Sections 18.08 and 18.09, signed by
such Person so appointed and filed with the Trustee, stating the reasonable value of such -
stock in'the opinion of such Person. Such certificate shall be conclusive evidence of the
reasonable value of such stock for purposes of the Indenture.

(3) if Permanent Additions comsist of property owned by a Successor
Corporation immediately prior to the time it shall have become such by consolidation,
merger or sale, as provided in Section 13.01, the Cost to the Company shall be the ledger
value of such property on the books of such Successor Corporation, less applicable
reserves for depreciation, retirements and depletion immediately prior to such
consolidation, merger or sale.

“Date Hereof” means | R

“Default” means any event which has occurred and is continuing which, with the lapse of
time or giving of notice, or both, would constitute a Completed Default.

“Defaulted Interest” has the meaning stated in Section 2.05.

“Depreciable Property” means, as of any specified time of computation, an amount,
determined in accordance with generally accepted accounting principles, equal to the cost, as
shown on the books of the Company, of (i) the Completed Depreciable Property and (ii)
properties subject to the Lien Hereof that are in the process of being constructed and will be
deprecizble upon completion.

“Earnings Applicable to Bond Interest” for any applicable period means an amount
computed as follows: From Gross Revenues of the Company, plus losses sustained from the
disposition, write down or write off of capital assets, subtract operating expenses, except that
there shall not be required to be incfuded in operating expenses (A) expenses for income, profits.
and other taxes measured by, or dependent on, net income, (B) provisions for reserves for
renewals, replacements, depreciation, depletion or retirement of property (or-any expenditures
therefor), or provisions for-amortization of property, (C) expenses or provisions for interest
(including the interest component of rent), for the amortization of debt discount, premium,
expense or loss on reacquired debt, for any maintenance and replacement, improvement or
sinking fimd or other device for the retirement of any indebtedness, or for other amortization, (D)
expenses or provisions for any non-recurring charge to income or retained earnings 6f whatever
kind or nature (including without limitation the recognition of expemse due to the non-
recoverability of investment or expense), whether or not recorded as a non-recurring item in the
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Company’s books of account, or (E) provisions for any refund of revenues previously collected
or accrued by the Company subject to possible refund. ,

“Engineer” medns a Person who is (1) engaged in the engineering profession, (2) an
appraiser or (3) other expert who (except as otherwise expressly provided in the Indenture) may
be employed by or affiliated with the Company.

. “Engineer’s Certificate” means a certificate, conforming to the applicable requirements
of Sections 18.08 and 18.09, signed and verified by an Authorized Officer and by an Engineer
who may be such Authorized Officer (in which case only one signature shall be reqmred) or .

. who may otherwise be employed by the Company.

“Fair Value,” when used with respect to any property (including obligations for the
payment of money or other securities), means the fair value thereof to the Company in the
opinion of the Person making the determination. - The Fair Value may be determined by
reference to (&) the amount which would be likely to be obtained in an arm’s length transaction
with respect to such property between an informed and willing buyer and an informed and
willing seller, under no compulsion, respectively, to buy or sell, (b) the amount of investment
with respect to such property which, together with a reasonable return thereon, would be likely to
be recovered through ordinary business operations or otherwise, (c) the Cost, accumulated.
depreciation and replacement cost with respect to such property and/or (d) any other relevant
factors; provided that the Fair Value to the Company of Permanent Additions shall not reflect
any reduction relating to the fact that suck Permanent Additions may be of less value to a Person
which is not the owner or operator of the mortgaged and pledged property or any portion thereof
than to a Person which is such owner or operator. Fair Value may be determined, without
physical inspection, by the use of accounting and engineering records and other data maintained .
by the Company or otherwise available to the Person certifying the same. The Fair Value to the
Company of any Permanent Additions consisting of an Acquired Facility (i) shall include an
amount for any franchises, coniracts, operating agreements or other rights acquired
simultaneously therewith and related thereto, even though no separate or distinct consideration
shall have been paid for or apportioned to such franchises, contracts, operating agreements or
other rights, and (ii) shall include as an element of the value of such Permanent Additions a
proper amount for the earnings capability of such Permanent Additions.

If the Fair Value of any property, obligation or securities shall be stated both in an
Engineer’s Certificate and in an Independent Engineer’s Certificate, the Fair Value stated in the
Independent Engineer’s Certificate shall be deemed to be the Fair Value of such property,
obligations or securities for all purposes of the Indenture.

“Government Obligations” means obligations which are full faith and credit obligations
of the United States of America or payment of which has been unconditionally guaranteed by the
Umted States of America. : :

“Gross Revenues” means and includes all operating revenues (which may. include
revenues subject when collected or accrued to possible refund at a later date), other revenues and
other income of the Company determined in accordance with generally accepted accountmg
principles.
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T * “Holder,” when used with respect to any Bond, means a Bondholder.

“Indenture” means this mnstrument as originally executed and delivered and as it may
from time to time be supplemented or amended by one or more indentures supplemental hereto
‘ entered into pursuant to the applicable provisions hereof and shall include the terms of particular
" series of Securities established as contemplated by Section 2.01.

| “Independent,” when used with respect to any specified Person, means such a Person
. who (1) is in fact independent, (2) does not have any direct financial interest or any material
indirect financial interest in the Company or in any other obligor upon the Bonds or in any
1 Affiliate of the Company or such other obligor-and (3) is not connected with the Company, or
such other obligor or any Affiliate of the Company or such obligor as an officer, employee,
promoter, underwriter, trustee, partner, director or Person performing similar functions. The term
“employee” in this definition of Independent shall not include any Person, -otherwise
- independent, by reason of having been employed for any purpose for which an Independent
| Person is necessary under the provisions of the Indenture. Whenever it is herein provided that
any Independent Person’s opinion or certificate shall be furnished to the Trustee, such Person
e shall be appointed by a Company Order and approved by the Trustee in the exercise of
reasonable care. Such opinion or certificate shall state that the signer has read this definition and
that the signer is Independent within the meaning hereof.

. “Independent - Accountant’s Certificate” means a certificate, conforming to the

; applicable requirements of Sections 18.08 and 18.09, signed by an Independent Accountant or.a
o firm of Independent Accountants who are Independent and are appointed by a Company Order
| and approved by the Trustee in the exercise of reasonable care.

- “Independent Engineer’s Certificate” means a certificate, conforming to the applicable
] requirements of Sections 18.08 and 18.09, signed by an Independent Engineer appointed by a
| Company Order and approved by the Trustee in the exercise of reasonable care.

} “Interest Payment Date” means the Stated Maturity of an installment of interest on the
! Bonds. R

‘ “Land” means, as of any specified time of computation, an amount, determined in

J accordance with generally accepted accounting principles, equal to the cost, as shown on the.
. books of the Company, of the portion of the properties subject to the Lien Hereof that consist of
any interest in real property and are not currently depreciable.

“Lien Hereof” and “Lien of the Indenture” mean the lien created by the Indenture

. (including the after acquired property clauses of the Indenture) and the lien created by any

\ concurrent or subsequent conveyance to the Trustee hereunder (whether made by the Company

or any other Person), of any property which is a part of the security held by the Trustee pursuant
! to the terms, trusts and conditions specified in the Indenture.

“Maturity,” when used with respect ta any Bond, means the date on which the principal

1 of such Bond becomes due and payable as therein or herein provided, whether at the Stated
! ‘Maturity or by declaration of acceleration or call for redemption or otherwise.
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“Net-.Eérnings Certificate” means an Accountant’s Certificate stating the amount of

~ Earnings Applicable to Bond Interest for a specified period, computed as provided herein, and

describing, in reasonable detail, how the same has been calculated and, to that end, specifying
the amounts deducted from Gross Revenues on account of the items required to be deducted
pursuant to the definition of Earnings Applicable to Bond Interest. When applicable the
following rules shall be applied:

(1)  for purposes of calculating: (1) the interest requirements applicable to any
Bonds, Prior Lien Obligations or Permitted Indebtedness bearing interest at adjustable,
floating or variable rates and (ii} the interest requirements applicable to any Bonds, Prior
Lien Obligations or Permitted Indebtedness on which interest charges attributable to such
Bonds, Prior Lien Obligations or Permitted Indebtedness will not become payable until a
date more than one year after the date of such calculation, the interest rate used shall be
the average interest rate payable on such Bonds, Prior Lien Obligations or Permitted
Indebtedness during the 12-month period immediately preceding the date of such
calculation; provided, however, that if such Bonds, Prior Lien Obligations or Permitted
Indebtedness were not outstanding for a 12-month period immediately preceding the date
"of such calculation, the interest rate used shall be the interest rate applicable to such
Bonds, Prior Lien Obligations or Permitted Indebtedness as cof the date of such
calculation; and provided further, that if such Bonds, Prior Lien Obligations or Permitted -
Indebtedness do not bear interest or will not bear interest until some future date, the
interest rate used shall be the average interest rate payable on all Bonds Outstanding,
Pror Lien Obligations or Permitted Indebtedness during the 12-month period -
immediately preceding the date of such calculation.

(2)  if any property is owned by the Company at the time of (i) the
authentication and delivery of any Bonds applied for or (ii) the withdrawal of any cash,
either or both of which require a Net Eamings Certificate, then, although not owned
during the whole, or any part, of the period for which the computation of Earnings
Applicable to Bond Interest is made, the net earnings or income of such property during
the whole of such period (computed in the same manner as Earnings Applicable to Bond
Interest is computed), may at the option of the Company be included in Earmings
Applicable to Bond Interest for all purposes of the Indenture; provided that if any such
property has been acquired in exchange or substitution for property released from the
Lien Hereof or through the use of cash deposited with the Trustee under any of the
provisions hereof (other than cash deposited in accordance with the provisions of Article
VI as a basis for the issnance of Bonds) then the eamings from the property released or
which is represented by such cash shall be excluded from Earnings Applicable to Bond
Interest.

“Officer’s Certificate” means a certificate, conforming to the applicable requirements of
Sections 18.08 and 18.09, signed by an Authorized Officer of the Company, and delivered to the
Trustee. Whenever the Indenture requires that an Officer’s Certificate also be signed by an
Engineer or an Accountant or other expert, such Engineer, Accountznt or other expert (except as.
otherwise expressly provided in the Indenture) may be.employed by the Company and shall be -
acceptable to the Trustee. ' '
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“Opinion of Counsel” means a written opinion of counsel, conforming to the applicable
requirements of Sections 18.08 ‘and 18.09, and who (except as otherwise expressly provided in
the Indenture) may be counsel for the Company, and shall be acceptable to the Trustee. Any
Opinion of Counsel given as to title to property miay be based, in whole or in part, upon the
documents and opinions described in Section 18.15.

“Outstanding,” When used with respect to Bonds, means; as of the date of determination,
2]l Bonds theretofore authenticated and dehvered under the Indenture, except:

(1) - Bonds theretofore cancelled by the Trustee or delivered to the Trustee for
cancellation; :

) 2) Bonds for which provisions for payment or redemption shall have been
made in accordance with Section 5.03 or for whose payment or redemption money, in the
necessary amount, has been deposited with the Trustee or any Paying Agent in trust for
the Holders of such Bonds, provided that, if such Bonds are to be redeemed, notice of
such redemption has been duly given pursuant to the Indenture or provision therefor,
satisfactory to the Trustee, has been made; and

3 Bonds in exchange for or in lieu of which other Bonds have been
authenticated and delivered under the Indenture;

provided that, in determining whether the Holders of the requisite principal amount of Bonds

" Qutstanding have given any request, demand, authorization, direction, notice, consent or waiver

hereunder, Bonds owned by the Company or any other obligor upon the Bonds or any Affiliate
of the Company or of such other obligor shall be disregarded and deemed not Outstanding,
except that, in determining whether the Trustee shall be protected in relying upon any such
request, demand, authorization, direction, notice, consent or waiver, only Bonds which the
Trustee knows to be so owned shall be so disregarded. Bonds so owned which have been
pledged in good faith may be regarded as Outstanding for such purposes if the pledgee
establishes to the satisfaction of the Trustee the pledgee’s right so to act independently with
respect to such Bonds and that the pledgee is not the Company or any other obligor upon the
Bonds or any Affiliate of the Company or of such other obligor.

“Paying Agent” means any Person meeting the requirements established by Section

'14.20 who is authorized by the Company to pay the principal of, premium, if any, or interest on

any Bonds on behalf of the Company.

“Permanent Additions” means all interests of the Company (fractional or otherwise) in
property, real, personal or mixed (including, without limitation, except as hereinafter specifically-
limited, all lands, buildings, plants, power houses, dams, facilities that process raw materials or
waste materials into fuel for the purpose of producing energy, reservoirs, stations, lines, pipes,
mains, condnits, cables, machinery, pumps, fransmission lines, pipelines rights-of-way,
distribution systems, storage facilities, substations, transformers, service systems, supply
systems, wires, poles, cross-arms, apparatus of all kinds and descriptions, improvements,
extensions and additions, including operating public utility properties acquired as an entirety)
made, acquired, constructed or erected by the Company, of which shall be in the process of

& b
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(6)  any property acquired, made or constructed by the Company for keeping
or maintaining the property subject to the Lien Hereof in good repair, working order and
condition or merely to renew, replace or substitute for Retired Property or any property -
whose cost has not been charged, or is not properly chargeable, to a uhhty plant or fixed
capital account

(7)  eny plant or system or other property in which the Company shall acquire
only a leasehold interest or any betterments, extensions or improvements or additions of,
upon or to any plant or system or other property in which the Company shall own only a
leasehold interest, unless the same shall be movable physical personal property which the
Company has the right to remove; or

®) any property that is subject to an encumbrance of the type described in
paragraph (20) of the definition of Permitted Encurmbrances.

“Permitted Encumbrances” means:

€] as to the property specifically described in Granting Clauses of the
Indenture, the restrictions, exceptions, reservations, conditions, limitations and interests
which are set forth or referred to in such descriptions and each of which fits one or more
of the descriptions in the following paragraphs of this -definition, provided that such
exceptions do not, in the aggregate, materially detract from the value of the property
affected thereby and do not materially impaif the use of such property for the purposes
for which it is held by the Company; .

' (2)  liens for taxes, assessments and other governmental charges that are not
delinquent;

(3)  liens for taxes, assessments and other governmental charges already
delinquent which are currently being contested in good faith by appropriate proceedings;

(4)  mechanics’ and materialmen’s liens not filed of record and similar
charges, not delinquent, that are incident to current construction and mechanics’ and

" materialmen’s liens incident to such construction which are filed of record but which are

being contested in good faith and have not proceeded to judgment;

(5)  mechanics’, workmen’s, repairmen’s, materialmen’s, warehousemen’s and
carriers’ liens and other similar liens arising in the ordinary course of business for
charges which are not delinquent, or which are being contested in good faith and have not
proceeded to judgment;

(6)  liens inrespect of attachments, judgments or awards with respect to which
the Company shall in good faith currently be prosecuting an appeal or proceedings for
review and with respect to which the Company shall have secured a stay of execution

pendmg such appeal or proceedmgs for review;
-

¢ easements or reservatlons in any property of the Company for roads,

- public utilities or similar purposes, rights-of-way and easements over or in respect of any

CHI-1744580v1 * 13



==

real property owned by the Company and zoning ordinances, regulations and restrictions,
provided that they do not materially impair the use of such property in the operation of

~ the business of the Company;

(8)  minor defects, irregularities, deficiencies, exceptions and limitations in
title to the mortgaged and pledged property; provided such defects, irregularities,
deficiencies, exceptions and limitations in title do not, or following cure by or on behalf
of the Company through the exercise of eminent domain, will not in the aggregate
materially impair the use by the Company or value of the mortgaged and pledged
property, considered as a whole, for the purposes for which it is held by the Company;

(9)  rights of Persons who are parties to agreements with the Company relating
to property owned or used jointly (in common) by the Company with such Persons,
provided (a) that such rights do not materially impair the use of such jointly owned or
used property in the normal operation of the Company’s business and do not materially
affect the security afforded by the Indenture for the Bonds Outstanding and (b) that such
rights are not inconsistent with the rights of the Trustee under Article XI (a waiver of a
right to partition by all joint owners is binding upon the Trustee and is not inconsistent
with the provisions of Article XT);

(10)  liens existing at the Date Hereof that secure indebtedness neither created,
assumed nor guaranteed by the Company nor on account of which it customarily pays
interest, or, at the time of acquisition of property by the Company after the Date Hereof,
liens upon lands over which easements or rights-of-way are acquired by the Company,
provided: (2) that such liens do not materially impair the use of such easements or
rights-of-way for the purposes for which they are held by the Company or (b) that, iri the
Opinion of Counsel, the Company has power under eminent domain, or similar statutes,
to remove such liens;

(11)  (2) leases existing at the Date Hereof affecting property owned by the
Company on the Date Hereof; (b) leases permitting the lessee to occupy or use any of the
mortgaged and pledged property in any manner that does not interfere in any material
respect with the use of such property for the purpose for which it is held by the Company
and which will not have a material adverse impact on the security afforded by the
Indenture; or (c) other leases relating to not more than 5% of the sum of (i) Depreciable
Property and (ii) Land; -

(12) terminable or short-term leases or permits for occupancy, which leases or
permits expressly grant to the Company the right to terminate them at any time on not
more than six months’ notice and which occupancy does not interfere with the operation

.of the business of the Comparty;

(13) liens or privileges vested in any lessor, licensor or permittor for rent to
become due or for other obligations or acts to be performed, the payment of which rent or
the performance of which other obligations or acts is.required under leases, subleases,
licenses. or permits, so long as the payment of such rent or the performance of such other

* obligations or acts is not delinquent;
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(14) liens or privileges of any empioyees of the Company for salary or wages
earned but not yet payable; -

(15) burdens of any law or governmental regulation or permit requiring the
Company to maintain certain facilities or perform certain acts as a condition of its’
occupancy of or interference with any public lands or any river or stream or navigable
waters; '

(16) irregularities in or deficiencies of title to any right-of-way for pipelines,
power lines or appurtenances thereto, or other improvements thereon, and to any real
estate used or to be used primarily for right-of-way purposes, provided that, in the
Opinion of Counsel, the Company shall have obtained from the apparent owner of the:
lands or estates therein covered by any such right-of-way a sufficient right, by the terms
of the instrument granting such right-of-way, to the use thereof for the construction,
operation or maintenance of the lines, appurtenances or improvements for which the’
same are used or are to be used, or provided that, in the Opinion of Counsel, the
Company has power under eminent domain, or similar statutes, to remove such
irregularities or deficiencies; ' '

(17)  rights reserved to, or vested ir, any municipality or governmental or other
public authority to control or regulate any property of the Company, or to use such
property in any manner, which rights do not materially impair the use of such property
for the purposes for which it is held by the Company;

(18) obligations or duties, affecting the property of the Company, to any
municipality or govemnmental or other public authority with respect to any franchise,
grant, license or permit;

(19)  rights which any municipal or governmental authority may have by virtue
of any franchise, license, contract or statute to terminate any franchise, license or other
rights or to regulate the property and business of the Company;

(20) any mortgage, lien, charge or encumbrance prior or equal to the Lien of
the Indenture, other than a Prepaid Lien, existing at the date any property is acquired by
the Company, provided that at the date of acquisition of such propérty: (&) no Default has
occurred and is continuing; (b) the principal amount of indebtedness outstanding under
and secured by such mortgage, lien, charge or encumbrance shall not exceed [66-2/3%]
of the lesser of the Cost or Fair Value of the property so acquired (determined in the same
manner as the Cost or Fair Value to the Company of Permanent Additions); (¢) each such
mortgage, lien, charge or encumbrance shall apply only to the property originally subject
thereto and fixed improvements erected on such real property or affixed to such personal
property or equipment used in connection with such real or personal property and the -
Company shall cause to be closed all mortgages or other liens existing at the time of
acquisition of any property hereafter acquired by the Company and will permit no
additional indebtedness to be issued . thereunder or secured thereby, except for the
replacement of any mutilated, lost or destroyed notes or bonds or to effect exchanges of
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notes or bonds of different denominations or transfer of such notes or bonds, as may be
permitted by the mortgage, lien, charge or encumbrance securing such notes or bonds;

(21)  Prepaid Liens;

(22) reservations of minerals and mineral rights existing at the time any real
property is acquired by the Company; '

(23) the lien of the Trustee; and

(24) any other mortgage, lien, charge or encumbrance prior or equal to the Lien of
the Indenture securing indebtedness that does not exceed

“Permitted Indebtedness™ means any outstanding indebtedness which is secured by a
mortgage, lien, charge or encumbrance described in paragraph (20) of the definition of Permitted
Encumbrances.

“Person” means any individual, corporation, joint venture, trust, unincorporated
organization, entity or government or any agency or political subdivision thereof.

“Place of Payment,” when used with respect to the Bonds of any series, means a city or
any political subdivision thereof in which the Company is required, by the Indenture, to maintain
an office or agency for the payment of the principal of, premium, if any, or interest on the Bonds
of such series.

“Prepaid Lien” means any Prior Lien Obligation or Permitted Indebtedness, for which
the Company has deposited or caused to be deposited in trust, with the Trustee, or other banking
institution specified in the documentation pertaining to such Prior Lien Obligation or Permitted.
Indebtedness, any combination:

1) of cash and

(ii)  of Government Obligations (which shall not contain provisions permitting
the redemption thereof at the option of the issuer), maturing as to principal and interest
(without any regard to the reinvestment thereof) in such amounts and at such times as
will assure the availability of cash

that is necessary to pay and discharge the entire principal of, premium, if any, and interest on
such Prior Lien Obligation or Permitted Indebtedness to the date of maturity thereof or the
redemption date, as the case may be; and, if such Prior Lien Obligation or Permitted
Indebtedness is to be redeemed, the Company has made arrangements satisfactory to the Trustee
for the giving of notice of redemption at the expense of the Company. Upon the filing with the
Trustee of an Accountant’s Certificate and an Opinion of Counsel stating that such Prior Lien
Obligation or Permitted Indebtedness has been paid or reduced or has been ascertained by
judicial determination or otherwise to be in whole or in part invalid, and specifying the amount
of such payment, reduction or the extent of such invalidity, as.the case may be, any cash and
Government Obligations so deposited shall be repaid to the Company proportionately to the
extent of such payment, reduction oz invalidity, as the case may be.
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“Prior Lien” means any mortgage, lien, .char'ge or encumbrance on or pledge of or
security interest in any of the property of the Company subject to the Lien of the Indenture prior
to or upon a parity with the Lien of the Indenture, other than Permitted Encumbrances.

“Pnor Lien Obligation” means any mdebtedness and any evidence thereof secured by a
Prior Lien.

“Redempﬁon Date,” when used with respect to any Bond to be redeemed, means the
date fixed for such redemption.

“Regular Record Date” for the interest payable on any Interest Paynﬁent Date on the
Bonds of any series means the date speCLﬁed in the provisions of the Supplemental Trust
Indenture creating such series.

“Release Fund” means the fund created by Section 9.09.

“Resolution” means a copy of a resolution certified by the Secretary or an Assistant
Secretary of the Company fo have been duly adopted by the Board of Directors and to be in full
force and effect on the date.of such certification, and delivered to the Trustee.

“Responsible Officer,” when used with respect to the Trustee, means the chairman or
vice-chairman of the board of directors of the Trustee, the chairman or vice-chairman of the
executive committee of said board, the president, any vice-president, the secretary, any assistant
secretary, the treasurer, any assistant treasurer, the cashier, any assistant cashier, any trust officer
or assistant trust officer, the controller, any assistant controller or any other officer of the Trustee
customarily performing functions similar to those performed by any of the above designated
officers and also means, with respect to a particular corporate trust matter, any other officer of
the Trustee to whom such matter is referred because of his knowledge of and familiarity with the
particular subject.

“Retired Property” shall mean (a) all Permanent Additions owned by the Company
which have been removed, sold, abandoned, destroyed or which for any cause have been
permanently withdrawn from service after the Date Hereof and (b) the portion of all Permanent

Additions for which reductions have been made in the Cost at which such Permanent Additions -

have been recorded on the books of the Company, except reductions resulting from the transfer
of any portion of the Cost of such Permanent Additions to some other property account of the
Company (until the Permanent Additions so transferred shall be retired from such. other account)
and except reductions, if any, resulting from depreciation or similar charges.

“Special Record Date” for the payment of any Defaulted Interest on Bonds means a date
fixed by the Trustee pursuant to Section 2.05.

“Stated Maturity,” when used with respect to any Bond, means each date specified in

" such Bond as the fixed date on which the principal of and mstallments of mterest on such Bond

are due and payable.

“Swuccessor Corporation” has the meaning stated in Section 13.02.
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“Supplemental Trust Indenture” means an indenture supplemental to the Indenture
executed by the Company and delivered to the Trustee. :

“Trust Indenture Act’? mezns the Trust Indenture Act of 1939 as in force as of the Date
Hereof; provided, however, that in the event the Trust Indenture Act of 1939 is amended after
such date, “Trust Indenture Act” means, to the extent reqmred by any such amendment, the Trust
Indenture Act of 1939 as so amended.

“T'rustee” means | ], until a successor Trustee shall have become such
pursuant to the applicable provisions of the Indenture, and thereafter “Trustee” shall mean such
successor Trustee. i : '

ARTICLEID

FORM AND EXECUTION OF BONDS .

Section 2.01. The Indenture creates a continuing lien to secure the full and final payment
of the principal of, premium, if any, and interest on all Bonds which may be Outstanding. The
aggregate principal amount of Bonds which may be issued, authenticated, delivered and
QOutstanding under the Indenture is not limited, except as provided in Articles III through VI and
the provisions of any Supplemental Trust Indenture. creating any series of Bonds and except as:
may be limited by law. -

At the option of the Company, Bonds may be issued in one or more series. All Bonds of
any one series shall be identical in form and language except for necessary or proper variations
between temporary Bonds and definitive Bonds, or Bonds of different denominations and, in the
case of Bonds of any series of serial maturity as to the date of maturity, and the prices, terms, and
conditions of redemption thereof. Each series shall have such distinctive designation as specified
in a Resolution, a Supplemental Trust Indenture establishing such series or in a Company Order
pursuant to such Resolution for such series, and each Bond shall bear upon the face thereof the
designation so selected for the series to which it belongs. Each series may bear interest at a fixed
or variable rate or may bear no interest or may bear interest only from or upon the occurrence of
certain events described in the Bonds or the Supplemental Trust Indenture relating to the Bonds
of that series.

The Supplemental Trust Indenture creating such series shall specify the descriptive title
of such series of Bonds (which title shall contain the words “First Mortgage Bond™), the -
designation of such series, the rate or rates of interest, if any (OI the method by which such rate
or rates are determined), to be borne by the Bonds of such series, the date or dates from which
such interest will accrue, the coin or currency in which payable (which need not be coin or
currency of the United States of America), the Stated Maturities of principal and interest, and a
place or places (which need not be in the United States of America), and the means (which may
include mail) for the payment of principal of, premium, if any, and interest on such Bonds, the
record dates for the payment of interest ‘and any other terms, including any redemption
provisions, for the Bonds of such series. Subject to the qualifications contained in Sections 2.02
through 2.14, the text of the Bonds and of the certificate of the Trustee upon all Bonds shall be as
described in Section 2.02. The Bonds of any series may contain such other terms, provisions,
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specifications and descriptive words, and may have such letters, words, numbers or other marks
of identification or designation and such legends or endorsements printed, lithographed or
engraved thereon, not inconsistent with the provisions hereof, as may be necessary or proper to
comply with the rules of any broker’s board or exchange or with the order of any governmental
body having jurisdiction, or to conform to usage with respect thereto or as may be desired by the
Board of Directors.

Before any Bonds of any series shall be authenticated or delivered by the Trustee, a copy
of the Resolutions, Supplemental Trust Indenture or Company Order creating the series shall be
delivered by the Company to the Trustee. The Company shall also deliver to the Trustee a
Supplemental Indenture in recordable form, which contains the particulars of the new series of
Bonds as above set forth, and also contains provisions appropnate to give such Bonds the
protection and security of the Indenture.

Sectzon 2.02. The form of Bonds of each series and the form of the Trustee’s certificate
of authentication shall be established at the time of creation of such series and shall be set forth
in a Supplemental Trust Indenture. The Bonds of any one or more series may be expressed in
one or more foreign languages, if also expressed in the English language. The English text shall

"govern the construction thereof and both or all texts shall constitute only a single obligation. The

English text of the Bonds and the Trustee’s certificate of authentication shall be in the form set
forth in a Supplemental Trust Indenture; provided that the form of each series of Bonds shall
specify the descriptive title of such series of Bonds (which title shall contain the words “First
Mortgage Bond™), the designation of such series, the rate or rates of interest, if any (or the
method by which such rate or rates are determined), to be borne by the Bonds of such series, the
date or dates from which such interest will accrue, the coin or currency in which payable (which
need not be coin or currency of the United States of America), the Stated Maturities of principal
and interest, and a place or places (which need not be in the United States of America), and the
means (which may include mail) for the payment of principal of, premium, if any, and interest on
such Bonds, record dates for the payment of interest and any redemption provisions. Any series
of Bonds also may have such omissions or modifications or contain such other provisions not
prohibited by the Indenture as may be set forth in a Supplemental Trust Indenture. Any portion
of the text of any Bond may be set forth on the reverse side thereof, with an appropriate
reference thereto on the face of the Bond:

The definitive Bonds of each series shall be produced in such manner as shall be
determined by the officers executing such Bonds as evidenced by their execution thereof. '

Section 2.03. Except as otherwise provided in any Supplemental Trust Indenture creatﬁ:tg

-a series of Bonds, the Bonds of any series shall be executed, authenticated and delivered as a

Bond registered-in the Bond Register without coupons and shall be issued in denominations of -
$1,000 and such multiples thereof as the Board of Directors, or a Company Order pursuant to a -

- Resolution, may authorize and shall be dated the date of their authentication. .

Section 2.04. The Bonds shall be executed on behalf of the Company by an Authorized
Officer and need not be attested or have the Company’s corporate seal reproduced thereon. The
signature of an Authorized Officer on the Bonds may be manual or facsimile.

L4
CHI-1744580v1 . 19



]

R

e

~ Bonds bearing the mannal or facsimile signatures of individuals who were at time of K
execution the proper officers of the Company shall bind the Company, notwithstanding that such -
individuals or amy of them have ceased to hold such offices prior to ‘the authentication and
delivery of such Bonds or chd not hold such offices at the date of such Bonds

No Bond shall be secured hereby or shall be entitled to any beneﬁt under this Indenture
or be valid or obligatory for any purpose unless there appears on such Bond a certificate of

- authentication that it is one of the Bonds described herein executed by the Trustee by the manual

signature of one of its authorized signatories, and such certificate upon any Bond shall be
conclusive évidence, and the only evidence, that such Bond has been duly authenticated and
delivered " hereunder. Notwithstanding the foregoing, if (a) any Bond shall have been
authenticated and delivered hereunder to the Company, or any Person acting on its behalf, but
shall never have been issued and sold by the Company, (b) the Company shall deliver sich Bond
to the Bond Registrar for cancellation or shall cancel such Bond and deliver evidence of such
cancellation to the Trustee, and (c) the Company, at its election, shall deliver to the Trustee a
written statement (which need not comply with Section 18.08 or 18.09) stating that such Bond
has never been issued and sold by the Company, then, for all purposes of this Indenture, such
Bond shall be deemed never to have been authenticated and delivered hereunder and shall never
be entitled to the benefits hereof.

Section 2.05. The principal of and interest on the Bonds shall be payable at the option of
the Company at such place or places as set forth in such Bonds.

Interest on any Bond of any series which is payable, and is punctually paid or duly
provided for, on any Interest Payment Date shall be paid to the Person in whose name that Bond
is registered at the close of business on the Regular Record Date for such interest. At the option
of the Company, interest on any such Bond may be paid by check mailed to the Person entitled
to such interest.

Except as otherwise provided in any Supplemental Trust Indenture creating a series of
Bonds thereof, interest on the Bonds of each series shall be computed on the basis of a three
hundred sixty (360) day year consisting of twelve (12) thirty (30) day months and on the basis of
the actual number of days elapsed within any month in relation to the deemed thirty (30) days of
such month.

In any case where any Interest Payment Date, Redemption Date or Stated Maturity of any
Bond shall not be a Business Day at any Place of Payment, then (notwithstanding any other

" provision of this Indenture or of the Bonds other than a provision in Bonds of any series or in the

Supplemental Trust Indenture creating such series of Bonds which specifically states that such
provision shall apply in lieu of this Section) payment of interest or principal and premium, if any,
need not be made at such Place of Payment on such date, but may be made on the next
succeeding Business Day at such Place of Payment with the same force and effect as if made on
the Interest Payment Date or Redemption Date, or zt the Stated Maturity, and, if such payment is
made or duly provided for on such Business Day, no interest shall accrue on the amount so
payable for the period from and after such Interest Payment Date, Redemption Date or Stated
Maturity, as the case may be, to such Business Day. . :
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Any interest on any bond of any series which is payable, but is not punctually paid or
duly provided for, on any Interest Payment Date (“Defaulted Interest”) shall forthwith cease to
be payable to the Holder on the relevant Regular Record Date solely. by virtue of such Holder
having been such Holder; and such Defaulted Interest shall be paid by the Company, at its
election, as provided in subsection (a) or (b) below:

(a) The Company may elect to make payment of any Defaulted Interest on the
Bonds of any series to the Persons in whose names such Bonds are registered at the close
of business on a Special Record Date for the payment of such Defaulted Interest, which
shall be fixed in the following manner. The Company shall deposit with the Trustee an
amount of money equal to the aggregate amount propesed to be paid in respect of such
Defaulted Interest or shall make arrangements satisfactory to the Trustee for such deposit
on or prior to the date of the proposed payment. Such money, when deposited, shall be
held in trust for the benefit of the Persons entitled to such Defaulted Interest as provided
in this subsection (&) and shall not be deemed part of the mortgaged and pledged property
hertunder. The Company also shall notify the Trustee, in writing, of the amount of
Defaulted Interest proposed to be paid on each Bond and the date of the proposed
payment. Such date of proposed payment shall enable the Trustee to comply with the
next sentence hereof. Thereupon, the Trustee shall fix'a Special Record Date for the
payment of such Defaulted Interest which shall be (i) not more than 15 nor less than 10
days prior to the date of the proposed payment and (ii) not less than 10 days after the
receipt by the Trustee of the notice of the proposed payment. The Tristee shall promptly
notify the Company of such Special Record Date and, in the name and at the expense of
the Company, shall cause notice of the proposed payment of such Defaulted Interest and -
the Special Record Date therefor to be mailed, first-class postage prepaid, to each Holder
of a Bond of such series at his address, as it appears in the Bond Register not less than 10
days prior to such Special Record Date. Notice of the proposed payment of such
Defaulted Interest and the Special Record Date therefore having been mailed as
aforesaid, such Defaulted Interest shall be paid to the Holders of the Bonds of such series
on such Special Record Date and shall no longer be payable pursuant to the fo]lowmg
subsection Cb)

(b)  The Company may make payment of any Defaulted Interest on the Bonds
of any series in any other lawful manner not inconsistent with the requirements of any
securities exchange on which such Bonds may be listed (or, if not so listed, in any other
lawful manner) and upon such notice as may be or would be required by such exchange,
if, after written notice given by the Company to the Trustee of the proposed payment
pursuant to this subsection (b), such payment shall be deemed practicable by the Trustee.

Subject to the foregoing provisioﬁs of this Section 2.05, each Bond delivered upon
transfer of or in exchange for or in lieu of any othet Bond shall carry the nghts to interest
accrued and unpaid, and to accrue, which were carried by such other Bond.

Section 2.06. At the option of the Company, provision may be made with respect to the
Bonds of any series for (a) the payment of the principal thereof, interest thereon or both without -
deduction for taxes and (b) any taxes which shall be reimbursed by the Company in case of
payment by the Bondholder, provided that the obligation to make any such reimbursement shall
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not be deemed part.of the indebtedness secured by the Lisn of the Indenture. Such provision
may be limited to taxes imposed by any taxing authorities of a specified class and may exclude

- from its operations, or be limited to, any specified tax or taxes or any portion thereof

Sect:on 2.07. The Company may stipulate and agree that _the principal of a series of |
Bonds may be converted, at the option of the Holders, into the capital stock or other securities, of
any class of the Company, or of any Successor Corporation, upon such terms and conditions as
the Board of Directors may determine and may cause appropriate insertions to be made in the
text of such Bonds for the purpose of statmg such agreement with respect to conversion and the

terms and conditions thereof.

Section 2.08. The Company may, at the time of creation of any series of Bonds, make
suitable provision, in such manner as may be determined by-the Board of Directors not
inconsistent with the provisions hereof, for the payment to the Trustee as or toward & sinking
fund or similar fund for the payment, redemption, acqulsmon or retirement in any manner of the
Bonds of such series, or any portion thereof. -

Section 2.09. The Bonds of any series, at the option of the Company, may contain
provisions permitting the -exchange or interchange of Bonds for or with Bonds of other
denominations; and the exchange of Bonds of one series for Bonds of another series of the same
or later maturity. Such privileges of exchange or interchange may be made subject to any
conditions, limitations or restrictions which the Company shall cause to be specified in the
Bonds so made exchangeable or interchangeable or in the Supplemental Trust Indenture creating
the series. The privilege of exchange or interchange may be conferred upon the Holders of
Bonds of one or more denominations and withheld from the Holders of Bonds of other

denominations of the same series.

Each Bond issued in exchange for or upon transfer of any other Bond shall be a valid
obligation of the Company, evidence the same debt, secured by the Lien Hereof and entitled to
all benefits and protection hereof to the same extent as the Bond surrendered for such exchange
or transfer.

Section 2.10. Tn all cases of ‘exchanges of Bonds contemplated by Section 2.09, the
Bonds to be exchanged shall be surrendered at the office or agency of the Company in such place
or places as shall be designated for the purpose in such Bonds or in the Indenture or any
Supplemental Trust Indenture and the Company shall execute and the Trustee shall authenticate
and deliver in exchange therefor the Bonds which the Bondholder making the exchange shall be
entitled to receive. All Bonds so surrendered for exchange shall be cancelled by the Trustee:
The Company may impose a reasonable service charge to cover its costs incurred in connection
with. any registration, transfer or exchange, including registrations and transfers of Bonds under
the provisions of Section 2.11. The Company may make a charge sufficient to reimburse it for
any tax or taxes or other governmental charge required to be paid by the Company by reason of
such exchange or transfer. The Company shall not be obligated (a) to exchange any Bond for the
15-day period next preceding the date of the first 'mailing of a notice of redemption of Bonds of
such series under Section 8.02 or Cb) to exchange any such Bond so selected for redemption in
whole or in part.
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Section 2.11. (a) The Company shall keep at the office of the Trustee and at such other
place as shall be designated by the Company for the purpose in -any Bond, books for the
registration and transfer of Bonds (the “Bond Register”), which, at all reasonable times, shall be
open for inspection by the Trustee, and, upon presentation for such purpose at any such other
place designated by the Company, the Company will register or cause to be registered therein,
and permit to be transferred thereon, under such reasonable regulations as it may prescribe, any
Bonds entitled to be transferred at such ofﬁce OT agency.

(b) The Trustee is hereby appomted “Bond Registrar” for the purposes of
registering and transferring Bonds.. Upon the transfer of any Bond, the Company shall issue, in
the name of the transferee or fransferees, a new Bond of like form and the Trustee shall
authenticate and deliver the same to him or them. The Company shall not be required (1) to
issue or transfer any Bond during the 15 days next preceding the day of the first mailing of a
notice of redemption of Bonds of such series under Section 8.02 or (2) to issue or transfer any
such Bond so selected for redemption in whole or in part.

(c)  The Company may, at its option, provide for alternative methods or forms
for evidencing and recording the ownership of Bonds. As provided in Section 16.01, the
Company may amend the Indenture to establish such alternative methods or forms.

Section 2.12. Until definitive Bonds are ready for delivery, there may be authenticated,
delivered and issued in lieu thereof, temporary printed, lithographed or typewritten Bonds in
registered from substantially of the tenor of the Bonds described herein, with appropriate
variations, omissions or insertions. Such temporary Bonds may be of such denominations, as the .
Company may determine. Until exchanged for definitive Bonds, such temporary Bonds shall be

_entitled to the benefit and Lien of the Indenture. Without unnecessary delay, the Company will -

execute and furnish definitive Bonds to be exchanged for such temporary Bonds upon surrender
thereof to the Trustee or, at the option of the Holder, at the office of any Authenticating Agent -
appointed in accordance with Section 14.15. Upon such exchange, which the Company shall
make without any charge therefor, such temporary Bonds shall be destroyed by the Trustee.
Upon the exchange and destruction of said Bonds, a certificate of such destruction shall be
delivered to the Company pursuant to Section 18.07. Until such definitive Bonds are ready for
delivery, the Holder of temporary Bonds may, if provided by the terms thereof, exchange the
same by surrendering such temporary Bonds to the Trustee for a like aggregate principal amount
of temporary bonds in such denominations as-the Company may determine to issue in exchange.

Section 2.13. Upon receipt by the Company and the Trustee of evidence satisfactory to
them of the loss, destruction, mutilation or theft of any Outstanding Bond and of indemnity
satisfactory to them and upon surrender and cancellation of any mutilated Bond, the Company
may execute, and the Trustee may authenticate and deliver, a new Bond of the same series and
maturity and of like tenor, to be issued in lieu of such lost, stolen, destroyed or mutilated Bond.
Such new Bond in the discretion of the Company or the Trustee may bear the same serial number
as the lost, stolen, destroyed or mutilated Bond in lieu of which it is issued (in which case the
new Bond may be marked “Duplicate” or be otherwise distinguished) or may bear a different
serial mumber and such endorsement as may be agreed upon by the Company and by the Trustee, -
and which at the time may be necessary to conform to the requirements of any stock exchange.
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The Company and the Trustee may réquiie the payment of a sum sufficient to reimburse them for
all expenses in connection with the issue of each new Bond under this Section 2.13.

Section 2.14. (2) If the Company, pursuant to Article X111, shall be consolidated with or
merged into any other corporation or shall sell the mortgaged and pledged property as an entirety
or substantially as an entirety, and the Successor Corporation resulting from such consolidation,
or into which the Company shall have been merged, or which shall have received a conveyance
or transfer as aforesaid, shall have executed with the Trustes and caused to be recorded an
indenture pursuant to Article XIII, any of the Bonds issued prior to such consolidated; merger,
conveyance or transfer may, at the request of the Successor Corporation, be exchanged for other
Bonds of the same series and Maturity executed in the name of the Successor Corporation, with
such changes in phraseology and form as may be appropriate but in substance of like tenor as the
Bonds surrendered for such exchange, and of like principal amount; and the Trustee, upon the
request of the Successor Corporation, shall authenticate Bonds as specified in such request for
the purpose of such exchange and shall deliver them upon surrender of the Bonds to be-
exchanged therefor. In case of any such exchange, the Trustee shall forthwith cancel the
surrendered Bonds and, on the written request of the Company, deliver the same to the
Company. All Bonds so executed in the name of the Successor Corporation and authenticated
and delivered shall in all respects have the same legal rank and security as the Bonds executed in

_the name of the Company and surrendered upon such exchange with like effect as if the Bonds

so delivered in the name of the Successor Corporation had been made, authenticated and 1ssued
hereunder on the Date Hereof.

_ (b) The Company covenants and agrees that, if additional Bonds of any
particular series of which Bonds are at the time Outstanding shall be authenticated and delivered
in the name of a Successor Corporation, the Company will provide for the exchange of any
Bonds of any such series previously issued for Bonds issued in the name of such Successor
Corporation, at the option of and without expense to the Holder.

ARTICLE III .

. PROVISIONS APPLICABLE GENERALLY TO
ISSUANCE OF ALL ADDITIONAL BONDS

Section 3.01. No Bonds shall be authenticated and delivered by the Trustee under the
provisions of Articles IV, V or VI unless the Trustee shall have received prior to or at the time of
the authentication and delivery thereof:

(&)  awritten Application, dated not more than ninety days preceding the date

_ of the authentication and delivery of Bonds then applied for, executed in the name of the

Company by an Authorized Officer of the Company stating the aggregate principal amount, the
series thereof, the denomination and form of the Bonds requested to be authenticated and
delivered, and the Persons to whom or upon whose order such Bonds are to be delivered;

(b)  aResolution authorizing such Application;
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. (©) an Opinion of Counsel that (i) no consent of any governmental authority. is
requisite to the legal issue of the Bonds applied for, or that the issue of such Bonds has been duly
authorized by any and all governmental authorities, the consent of which is requisite to the legal
issue of such Bonds and specifying any officially authenticated certificates or other documeénts
by which such consent is or may be evidenced, (ii) all mortgage, registration and other similar
taxes applicable to the Bonds applied for have been paid, or that provision for the payment
thereof has been made or that no such payment is required by law, (iii) the amount of
indebtedness or bonded indebtedness which may be incurred by the Company is not then limited
by law or by any corporate action limiting the total authorized indebtedness or bonded
indebtedness of the Company, or that the total amount of outstanding indebtedness or bonded
indebtedness of the Company, stated in the accompanying Accountant’s Certificate provided for
in subsection (d) of this Section 3.01, plus the aggregate principal amount of the Bonds applied

* for in the accompanying Application, does not exceed the amount of indebtedness or bonded

indebtedness of the Company as then limited by law or by such corporate action and (iv) all
corporate action necessary to be taken by the Company to permit the legal and valid issue and
authentication and delivery of the Bonds which have been applied for has been duly taken;

(d)  unless the Opinion of Counsel provided for in the foregoing subsection (c)
shall state that the amount of indebtedness or bonded indebtedness which may be incurred by the
Company is not then limited by law or by such corporate action, an Accountant’s Certificate
stating the total amount of indebtedness or bonded indebtedness of the Company, including the
aggregate face amount of Bonds Outstanding;

(e) the officially authenticated certificates or other documents, if any,
specified in the Opinion of Counsel provided for in the foregoing subsection (c), and evidence
satisfactory to the Trustee of the payment or provision for payment of any taxes therein referred

-to;

) the " Resolution or Resolutions, Company Order, if any, and the

. Supplemental Trust Indenture creating the series of which such Bonds are a part, if the Bonds,

the authentication-and delivery of which are applied for, are not a part of any series then existing;

(g) . an Officer’s Certificate stating that no Default has occurred and is
continuing and that the granting of such Application will not result in a Default.

Section 3.02. The Trustee shall authenticate and deliver Bonds only in accordance with -
the provisions of the Indenture.

ARTICLE IV

ISSUANCE OF BONDS UPON THE BASIS OF PERMANENT ADDITIONS

Section 4.01. Subject to the provisions of Article III, Bonds may be executed by the

" Company and delivered to the Trustee and shall be authenticated and delivered by the Trustee

upon the basis of Permanent Additions. Such additional Bonds shall be authenticated and
delivered only in accordance with and subject to the conditions, provisions and limitations set
forth in Sections 4.02 through 4.08.
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Section 4.02. Any Permanent Additions which shall have been certified to the Trustee at

" any time, in accordance with Section 4.05 for one of the purposes described in Section 4.05, of a

Cost or Fair Value, whichever shall be less, in excess of the amount required by the applicable
provisions of the Indenture, shall be available to the extent of such excess, upon submission to
the Trustee of any subsequent Application, as a basis for any of the purposes set forth in Section
4.05. : ' -

Section 4.03. No Bonds shall be authenticated and delivered under the provisions of this

Article IV upon the basis of any Permanent Additions until the Cost and Fair Value of such

Permanent Additions shall have been certified to the Trustee as provided in Section 4.05. The
aggregate principal amount of Bonds that may be authenticated and delivered under the
provisions of this Article IV is limited to [66-2/3%] of the Cost or Fair Value, whichever is less,
of the Permanent Additions forming the basis of the authentication and delivery thereof,
provided that: (a) in each case, there shall be deducted from such Cost or Fair Value, as the case
may be, the amounts removed from the fixed capital accounts of the Company as and for the
Cost of any Retired Property that had previously served as the basis for the authentication of
Bonds during the period from the Date Hereof to a date not more than 90 days preceding the date
of authentication and delivery of the Bonds applied for; (b) in the case of Retired Property lost or
destroyed by fire, or sold and released from the Lien of the Indenture, which is offset in whole or
in part by cash, purchase money obligations deposited with the Trustee or property received in-
exchange for such Retired Property and made subject to the Lien of the Indenture, the amount
deducted on account of such Retired Property shall be only the amount by which the Cost thereof
shall exceed the aggregate amount of cash, the Fair Value of the purchase money obligations so
deposited and the property received in such exchange; and (c¢) any such amounts which shall
have been once deducted from the Cost or Fair Value of Permanent Additions included in any
certificate previously delivered to the Trustee for the authentication and delivery of Bonds, the
withdrawal of cash or the release of property under any of the provisions of the Indenture, or for
the satisfaction of any sinking fund requirement relating to any series of Bonds, need not be
deducted again on any such subsequent Application.

In no event shall the Indenture be construed to require the Company to deduct the Cost of
Retired Property that has not at any time been included and may not after such time be included
as a Permanent Addition in any Engineer’s Certificate delivered to the Trustee under subsection
(a) of Section 4.05.

Section 4.04. No Bonds shall be authentié:ated and delivered under this Article IV unless,
as shown by a Net Earnings Certificate, the Earnings Applicable to Bond Interest for a period of

" 12 consecutive calendar months within the 15 calendar months immediately preceding the date

of any Application for authentication and delivery of Bonds shall have been, in the aggregate, at
least twice the interest requirements for a period of one year upon (a) the Bonds applied for, (b)

_all Bonds Outstanding on the date of such Application and (c) all Prior Lien Obligations and

Permitted Indebtedness maturing more than one year after the date of such calculation.

Section 4.05. The Company may deliver to the Trustee the documents described in the-
following subsections (a), (c) and (d) and, when applicable, subsections (b) or (e), each
accompanied by the others, for the purpose of establishing the Cost and Fair Value of Permanent

3
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Adchtlons and the Amount of Estabhshed Permanent Addltlons to be used for any of the
fo]lowmg purposes: :

{ ) (i)  authentication and delivery of Bonds under the provisions of this
| - Article IV;

(i)  withdrawal of cash under Section 6.02;

o (iiiy  withdrawal under the provisions of Section 9.10.of moneys in the Release
j Fund or moneys which are required by any provision of the Indenture to be held, applied
| - or disposed of by the Trustee in the same manner as moneys in the Release Fund; or

! (iv)  application to.a sinking fund of the Bonds of any series as and to the
} extent set forth in the Supplemental Trust Indenture creating such series.

i () -An Engineer’s Certlﬁcate dated not more than 90 days preeedlng the
° delivery thereof to the Trustee:

¢ stating, with respect to the first Engineer’s Certificate delivered on
or after the Date Hereof, that as of the date of such certificate, the Company has made,
acquired, constructed or erected the Permanent Additions therein described ;

| (2) stating that between dates specified in the certificate, the Company
has made, acquired, constructed or erected the Permanent Additions therein described in
: addition to those listed in paragraph (1) above or any subsequent Engineer’s Certificate
| delivered under this subsection (a);

- 3) specifying such Permanent Additions and briefly describing the
| same in such manner as to show conformity thereof with the definition of Permanent

Additions set forth in Article I and stating that no part of the Permanent Additions so
: described was included in any Engineer’s Certificate previously delivered to the Trustee
| under this subsection (2);

7 _ 4) stating that the signers, either personally or through one or more

] competent assistants, have examined the Permanent Additions so specified; that such
properties conform to the definition of Permanent Additions; that they are used or to be
used in a business specified-in said definition and that they do not include any property
| excluded from the definition of Permanent Additions;

- - (5) . stating the Cost and the Fair Value to the Company of the property
t described in the Engineer’s Certificate and that the Cost, so stated, was the amount stated
in the Accountant’s Certificate provided for in subsection (c) of this Section 4.05;

1: (6) stating whether or not any of the property described in the
' Engineer’s Certificate is an Acquired Facility and specifying each such Acquired Facility
and separately stating the Fair Value of each such Acquired Facility and if the Fair Value
1 : of said Acquired Facility, s, or are, as the case may be, not less than $25,000 and not less
than 1% of the aggregate principal amount of Bonds then Outstanding, that such Fair
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Value in the Independent Engineer’s Certificate provided for in subsection (b) of this
Section 4.05 was included in the aggregate amount stated pursuant to parag;raph (5) of
. this subsection (a);

(7) stating the amount removed from the utility plant or fixed capital
accounts of the' Company as and for the Cost of all Retired Property (to the extent
provided in Section 4.03) subsequent to the Date Hetreof, to a date specified in the
certificate, which shall be not more than 90 days preceding the date of the delivery of the
certificate (exclusive of amounts in respect of which appropriate deduction has been
made in an Engineer’s Certificate or certificates or an Accountant’s Certificate or
certificates previously delivered under this Section 4.05, under subsection (d) of Section
4.07 or under another provision of the Indenture containing the statements and
calculation required by subsection (d) of Section 4.07); and stating that such amount
stated pursuant to this paragraph (7) was taken at the amount stated in the Accountant S

' Certlﬁcate prov1ded for in subsection (c) of this Section 4.05; and

(8) stating an Amount of Estabhshed Permanent Additions” which is
the balance remaining after deducting from the lesser of the Cost or Fair Value (as stated
pursuant to paragraph (5) of this subsection (a)), the amounts removed from the utility
plant or fixed capital accounts (as stated pursuant to paragraph (7) of this subsection (a)).

(b)  If any portion of the Permanent Additions described in the accompanying
Engineer’s Certificate, delivered pursuant to subsection (&) of this Section 4.05, consists of an
Acquired Facility of a Fair Value not less than $25,000 and not less than 1% of the aggregate
principal amount of Bonds then Outstanding, then there shall be delivered to the Trustee an
Independent Engineer’s Certificate, stating, in the opinion of the signer, the Fair Value of such
Acquired Facility (together with the Fair Value of any other Acquired Facility which has been
subjected to the Lien of the Indenture since the commencement of the then current calendar year,
and for which an-Independent Engineer’s -Certificate has not previously been furnished),
determined as of a date not more than 90 days preceding the date of the delivery of the
Independent Engineer’s Certificate to the Trustee.

(c) An Accountant’s Certificate, dated not earlier than the date of the
accompanjqng Engineer’s Cerhﬁcate provided for in subsection (a) of this Section 4.05, stating
in substance:

: (1)  the Cost of the Permanent Additions described in such Engineer’s
Certificate, pursuant to paragraph (3) of subsection (a) of ‘this Section 4.05 and, if any
portion of such Permanent Additions is stated in such Engineer’s Certificate to consist of
an Acquired Facility, the Cost of such Acquired Facility shall be specified;

2) the amount removed from the utility plant or fixed capital accounts
of the Company as and for the Cost of all Retired Property (to the extent provided in
Section 4.03) subsequent to the Date Hereof, to a date specified in the certificate which

“shall .be the date specified in the accompanying Engineer’s Certificate (exclusive of
amounts in respect of which appropriate deduction has been made in an Engineer’s
Certificate or certificates or an Accountant’s Certificate or certificates previously
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delivered under this Section 4.05, under subsection (d) of Section 4.07 or under another
provision of the Indenture containing the statements and calculation required by
subsection (d) of Section 4.07); and specifying by classes the amount of Retired Propelty
previously characterized as 'Permanent Additions which has not been included in a
certificate previously delivered to the Trustee; and

(3)  that no part of the Permanent Additions described in the
accompanying Engineer’s Certificate, and no part of the Cost or Fair Value thereof, was
included in any Engineer’s Certificate previously delivered to the Trustee pursuant to
subsection (a) of this Section 4.05.

(d)  An Opinion of Couﬁsel, stating, in the opinion of the signer that:

(1)  except for all Permanent Additions owned by the Company on or
after the Date Hereof, which have been removed, sold, abandoned, destroyed or which
for any cause have been permanently withdrawn from service or released from the Lien

. Hereof, the Company has ftitle to all of the Permanent Additions specified in the
accompanying Engineer’s Certificate, subject to Permitted Encumbrances, or that, upon
the delivery of instruments of conveyance, assignment or transfer specified in the
Opinion of Counsel, it will have title to such properties, subject to Permitted
Encumbrances; :

(2) except for all Permanent Additions owned by the Company on or
after the Date Hereof that have been removed, sold, abandoned, destroyed or which for
any cause have been permanently withdrawn from service or released from the Lien
Hereof, and subject to Permitted Encumbrances, all of the Permanent Additions specified
in the accompanying Engineer’s Certificate are subject to the Lien of the Indenture and
that none of such Permanent Additions is subject to any Prior Lien or, in the alternative,
stating what, if any, documents should be delivered, recorded or filed to subject such
property to the Lien of the Indenture;

(3)  except for all Permanent Additions owned by the Company on or

. after the Date Hereof that have been removed, sold, abandoned, destroyed or which for

any cause have been permanently withdrawn from service or released from the Lien

Hereof, the Company has corporate authority to own the Permanent Additions specified
in the accompanying Engineer’s Certificate, subject to Permitted Encumbrances; and

If any of the Permanent Additions specified in the. accompanying Engineer’s
Certificate include any property which is subject to any Permitted Encumbrances of the character
described in paragraphs (10) or (16) of the definition of Permitted Encumbrances, an Opinion of
Counsel also shall be provided as required in such paragraphs. ‘

. (&) The instruments of conveyance, assignment and transfer, if any, specified
in the Opinion of Counsel provided for in subsection (d) of this Section 4.05 in accordance with
paragraph (1) of said subsection (d) or evidence satisfactory to the Trustee of the delivery thereof
to the Company and the documents, if any, stated in such Opinion of Counsel in accordance with
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paragraph (2) of said subdivision (d) or evidence satlsfactory to the Trustee of their delivery or
recording or filing.

Sectwn 4.06. (éj No Permanent Additions speciﬁed or described in any Engineer’s
Certificate provided for in subsection (&) of Section 4.05 shall thereafter be mcluded n any
similar Engineer’s Certificate subsequently dehvered to the Trustee.

(b) In accordance with Section 4.02, no Amount of Established Permanent
Additions used or applied for any of the purposes specified in Section 4.05 shall be used or
applied again for any of such purposes. :

Section 4.07. No Application by tﬁe Company to the Trustee for the authentication and
delivery of Bonds under this Article shall be granted by the Trustee unless the Trustee shall have
received:

.‘(a) the documents provided for in Section 4.01.

(b) a Net Earnings Certificate stating the amount of Eamings Applicable to
Bond Interest for a specified period of 12 consecutive calendar months within the 15 calendar
months immediately preceding the first day of the calendar month in which the accompanying
Application for the authentication and delivery of Bonds is made and stating separately: (1) the
aggregate principal amount of (i) the Bonds applied for, (ii) all Bonds Outstanding at the date of
said Application and (iii) the aggregate principal amount of all Prior Lien Obligations and

Permitted Indebtedness maturing more than one year after the date of such calculation; (2) the

interest requirements for a period of one year on all such Bonds, Prior Lien Obligations and
Permitted Indebtedness maturing more than one year after the date of such calculation; and (3)
the aggregate principal amount of Bonds authenticated and delivered since the commencement of
the then current calendar year, exclusive of: (1) Bonds in connection with the authentication and
delivery for which no Net Eamnings Certificate was required and (ii) Bonds in connection with
the authentication and delivery for which an Independent Accountant’s Certificate has been
previously delivered to the Trustee.

(© an Independent Accountant’s Certificate containing the statements
required by subsection (b) of this Section 4.07, if (1) the aggregate principal amount of the
Bonds stated in the Net Earnings Certificate provided for in subsection (b) of this Section 4.07 to
have been authenticated and delivered since the commencement of the current calendar year,
plus the principal amount of the Bonds applied for, is equal to or exceeds 10% of the aggregate
principal amount of all Bonds Outstanding at the time, as stated in such Net Earnings Certificate,
and (2) the 12-month period in respect of which Earnings Applicable to Bond Interest are stated
in such Net Earnings Certificate is a period with respect to which an annual report containing
audited financial statements is required to be filed by the Company pursuant to Section 7.15.

(d)  an. Accountant’s Certificate containing a statement of the Amount of -
Established Permanent Additions remaining available for the purposes set forth in Section 4.05
and stating:

(1) the unapplied’ balance, if any, of the Amount of Established
Permanent Additions stated in the next preceding similar Accountant’s Certificate, if any,
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delivered to the Trustee under the provisions of this subsecﬁdn (d) or under anofi'ler
provision of the Indenture containing the statements and.calculation required by this

~ subsection (d);

(2)  the Amount of Established Permanent Additions stated in such of
the Engineer’s Certificates delivered to the Trustee under the provisions of subsection (a)
of Section 4.05- that have not been included in any similar Accountant’s Certificate
previously delivered to the Trustee under this subsection (d) or under another provision -
of the Indenture containing the statements and calculation required by this subsection (d),
which it is desired then to include iri the Accountant’s Certificate, taking such Engineer’s
Certificates consecutively according to the dates thereof; and specifying the respectlve
dates of such Engineer’s Certificates;

(3)  the aggregate of the unapplied balance stated under paragraph (1)
above and the Amount of Established Permanent Additions stated under paragraph (2)
above;

(4)  the amount removed from the utility plant or fixed capital accounts
of the Company as and for the Cost of all Retired Property (to the extent provided in
Section 4.03) subsequent to the Date Hereof, to a date specified in the certificate which
shall be not more than 90 days preceding the authentication and delivery -of the Bonds
applied for in the accompanying Application, exclusive of amounts in respect of which
appropriate deduction has been made in an Engineer’s Certificate or in a similar
Accountant’s Certificate previously delivered to the Trustee under Section 4.05, this
Section 4.07, or under another provision of the Indenture containing the statements and
calculation required by this subsection (d);

(5)  the balance remaining after deducting the amount stated under

‘paragraph (4) above from the aggregate stated under paragraph (3) above, which

remaining balance shall be the amount available to be applied for any of the purposes
stated in Section 4.05 at the time of the delivery of the Accountant’s Certificate to the
Trustee.

(6)  such portion (determined pursuant to Section 4.08) of the amount
stated under paragraph (5) above that is to be applied to the authentication and delivery of
Bonds (or, as the case may be, any other purpose peIIDlTied by Section 4.05) applied for
in the accompanying Application;

(7)  the balance remaining afier deducting the amount stated under
paragraph (6) above from the balance stated under paragraph (5) above, which remairing
balance shall be the amount included in.the next similar Accountant’s Certificate
defivered to the Trustee as the unapp]ied balance of the Amount of Established
Permanent Additions to be stated therein in accordance Wlth paragraph (1) of this
subsection (d).

. () " thatmo part of any unapplied balance of the Amount of Established

. Permanent Additions included under paragraph (1) above, or of any Amount of
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Established Permanent Additions included under paragraph (2) above, has theretofore
been applied for any of the purposes stated in clauses (i) through (iv) in Section 4.05.

Section 4.08. In each case of the application of any Amount of Established Permanent
Additions for items specified in paragraph (i) or (if) of Section 4.05, the amount so applied shall
be [150%] of the aggregate principal amount of Bonds applied for and authenticated and
delivered under this Article IV, or of the cash applied for and withdrawn under Section 6.02, on
any particular application. In each case of the application of any Amount. of Established
Permanent Additions for any items specified in paragraph (iii) of Section 4.05, the amount so
applied shall be 100% of the amount of cash applied for and withdrawn on any -particular
application. In the case of the application of any Amount of Established Permanent Additions for
any items specified in paragraph (iv) of Section 4.05, the amount so applied shall be the
percentage set forth in the Supplemental Trust Indenture creating the series of Bonds for which

- the sinking fund is apphcable

ARTICLE V

ISSUANCE OF BONDS UPON RETIREMENT OF BONDS

Section 5.01. Subject to the provisions of Article I, the Company may issue and the
Trustee shall authenticate and deliver Bonds, in addition to those provided for in any other
Section hereof, in an aggregate principal amount not exceeding the aggregate principal amount
of any previously issued Bonds which shall have been retired, if the Trustee shall have received
an Officer’s Certificate stating the aggregate principal amount of Bonds in respect of whose
retirement the Bonds applied for in the accompanying Application are to be authenticated and
delivered and that such retired Bonds do not include Bonds retired or used as subsequently
specified in this Section 5.01; provided that no Bond shall be issued in respect of any such retired
Bond (a) which shall have been retired (1) through the use of cash deposited with the Trustee
pursuant to the provisions of Article VI, (2) through the use of cash constituting any part of the
Release Fund or which pursuant to the Indenture is to be held or disposed of or applied in the
same manner as moneys in the Release Fund, or (3) through the operation of a sinking fund or
other similar fund applicable to its retirement if the provisions establishing such sinking fund or
other similar fund prohibit such issuance, or (b) whose retirement was previously used as a basis
for the issuance of Bonds under this Section 5.01.

Section 5.02. No Bond shall be issued in respect of any retired Bond more-than one year
prior to the final Stated Maturity of the principal amount of such retired Bond unless: the Bond -
so issued bears no greater rate of interest than such retired Bond or, if the Bond so issued bears a
greater rate of interest than such retired Bond, the Trustee shall have received a Net Earnings
Certificate complying with subsection (b) of Section 4.07 and, when required, an Independent
Accountant’s Certificate pursuant to subsection (c) of Section 4.07 showing that the Earnings

- Applicable to Bond Interest meets the requirements of Section 4.04.

Section 5.03. Any Bond shall be deemed retired if it shall have been paid or redeemed or
surrendered to the Trustee and. cancelled or destroyed (unless such surrender shall have been
made in exchange for another Bond of the same series and evidencing the same indebtedness) or
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if provision for the payment or redemption of such Bond shall ‘have been made in the following -
manner: ’ ’

(a) if the Bond has been selected for redemption, the Trustee shall have given
(or the Company shall have given to the Trustee, in form satisfactory to-. it, irrevocable
instructions to give), on a date in accordance with the provisions of Section 8.02 and the terms of
such Bond notice of redemption of such Bond or portions thereof;

(b) theré shall have been deposited with the Trustee any combination:
1) of cash and -

(1)  of Government Obligations (which shall not contain provisions
permitting the redemption thereof at the option of the issuer), maturing as to principal and
interest (without any regard to the reinvestment thereof) in such amounts and at such
times as will assure the availability of cash

that is necessary to pay when due the principal of, premium, if any, and interest due and to
become due on such Bond on or prior to the Redemption Date or Stated Maturity thereof, as the
case may be; and

(¢c)  if the Bond does not mature and is not to be redeemed within the next
succeeding 30 days, the Company shall have given the Trustee, in form satisfactory to the
Trustee, irrevocable instructions to give, as soon as practicable, in the same manner as a notice of
redemption is given pursuant to Section 8.02, a notice to the Holder of such Bond stating that:
(1) the deposit required by paragraph (b) above has been made with the Trustee; (2) such Bond is
deemed to have been paid in accoérdance with this Section 5.03; and (3) the Stated Maturity or
Redemption Date upon which moneys are to be available for payment of the principal of,
premium, if any, and interest on such Bond.

. ARTICLE VI
ISSUANCE OF BONDS UPON DEPOSIT OF CASH WITH TRUSTEE

Section 6.01. Subject to the provisions of Article ITI, the Trustee shall authenticate and
deliver Bonds-if the Company shall deposit cash with the Trustee in an amount equal to the
principal amount of the Bonds requested to be authenticated and delivered and if the Trustee
shall have received a Net Earnings Certificate as described in Section 4.04 showing that the
Earnings Applicable to Bond Interest for a period of 12 consecutive calendar months within the
15 calendar months immediately preceding the date of the Application for authentication and
delivery of Bonds shall have been in the' aggregate at least equivalent to twice the' interest
requirements for a period of oné year upon (&) the Bonds applied for, (b) all Bonds Outstanding
on the date of such Application and (c) all Prior Lien Obligations and Permitted Indebtedness |

_maturing more than one year after the date of such calculation.

Seclfiqn>6.02. All cash deposited with the Trustee under the provisions of Section 6.01
shall be held by the Trustee as a part of the mortgaged and pledged property, but, whenever the
Company shall become entitled to the authentication and delivery of Bonds under Article IV or

X
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V, the Trustee, upon application by the Company, evidenced by a Resolution, shall pay to the
Company, in lieu of the Bonds to which the Company may then be so éntitled, such cash equal to -
the aggregate principal amount of such Bonds without any limitation by reason of the amount of
Earnings Applicable to Bond Interest; and for such purpose () the requisite certificates and other
documents delivered to the Trustee may contain such variations, omissions or insertions as may
be appropriate in the light of the purpose for which they are used, (b) Section 4.04 shall be
inapplicable to the withdrawal of such cash pursuant to this Section 6.02 and (c) it shall not be
necessary to deliver to the Trustee any Net Earnings Certificate or any Independent Accountant’s
Certificate with respect to Earnings Applicable to Bond Interest; or .any of the documents
provided for in Section 3.01 except subsection (g).

ARTICLE VII

PARTICULAR COVENANTS OF THE COMPANY
The Company hereby covenants as follows:

Section 7.01. That it lawfully possesses all the aforesaid mortgaged and pledged
property; that it will maintain and preserve the Lien of the Indenture on such mortgaged and
pledged property in accordance with the terms hereof so long as any of the Bonds are
Outstanding; that it has good, right and lawfuzl authority to mortgage and pledge such mortgaged
and pledged property, as provided by the Indenture; and that the mortgaged and. pledged property
is free and clear of all liens and encumbrances except Permitted Encumbrances, and except as
otherwise provided herein.

Section 7.02. That it will duly and punctually pay the principal of, premium, if any, and
interest on all the Bonds Outstanding according to the terms thereof and of the Indenture.

Section 7.03. That it will maintain an office or agency (approved by the Trustee), while
any of the Bonds are Qutstanding, at each Place of Payment, where notices, presentations and |
demands to or upon the Company in respect of the Bonds or the Indenture may be given. or
made, and for the payment of the principal of, premium, if any, and interest on the Bonds. The
Company will give the Trustee prompt written notice of the location of and any change in-
location of such office or agency. If the Company shall fail to maintain such office or agency in
each Place of Payment, or to give the Trustee written notice. of the location thereof, the Trustee
shall appoint in each such Place of Payment an agent of the Company for the foregoing purposes
and the Trustee is hereby authorized and empowered to make any such appointment on behalf of
the Company. In case of any such failure of the Cornpany, any such notice, presentation or
demand in respect of the Bonds or the Indenture may be giver or made, unless other provision is.
expressly made herein, to or upon the Trustee at its principal corporate trust office, and the
Company hereby authorizes such presentation and demand to be made to and such notice to be
served on the Trustee in such event.

Section 7.04. That it will péy_, when the same shall become payable, all téxes,

- assessments and other governmental charges lawfully levied or assessed upon the mortgaged.- and

pledged preperty, or upon any part thereof or upon any income therefrom, or upon the interest of
the Trustee in the mortgaged and pledged property when the same shall become due, and will
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duly observe and conform to all valid requirements of any governmental authority relafive to any
of the mortgaged and pledged property, and all covenants, terms and conditions upon or under
which any of the mortgaged and pledged property is held and that, except as herein otherwise
provided, it will not permit, create or-incur any lien to be existing hereafter upon the mortgaged
j and pledged property whether now owned or hereafter acquired, or any part thereof, equal to or
. prior to the Lien of the Indenture, except Permitted Encumbrances; provided, however, that
* " nothing in this Section contained shall require the Company (i) to observe or conform to any
. requirement of governmental authority or to cause to be paid or discharged, or to make provision
- for, any such lien, or to pay any such tax, assessment or governmental charge so long as the
' validity thereof shall be contested in good faith and by appropriate legal proceedings, (ii) to pay,
dischargé or make provisions for any tax, assessment or other governmental charge, the validity
- of which shall not be so contested if adequate security for the payment of such tax, assessment. or
| other governmental charge and for any penalties or interest which may reasonably be anticipated
_from failure to pay the same shall be given to the Trustee or (iii) to pay, discharge or make
provisions for any Liens existing on the mortgaged and pledged property at the date of execution

and delivery of this Indenture.

- Section 7.05. (a)  .That it will keep all the mortgaged and pledged property of a
= character usually insured by companies engaged in a similar business and similarly situated, and
which is at any time subject to the Lien of the Indenture, insured with reasonable deductibles and
- retentions against loss or damage by fire or extended coverage perils, to such amount as such
! property is usually insured by companies sirnilarly situated, either by means of policies issued by
reputable insurance companies or, in lieu of or supplementing such insurance in whole or in part,
- at the Company’s election, by means of some other method or plan of protection including an
! insurance fund maintained by the Company alone or in conjunction with any other Person. All
such insurance policies or alternative methods or plans of protection upon any part of the
- mortgaged and pledged property shall provide that the proceeds thereof with respect to a loss that
§ exceeds the greater of $10,000,000 or 3% of the Bonds Outstanding shall be payable to the
Trustee. The Company agrees to deposit with the Trustee all proceeds from any insurance or
- alternative method or plan of protection received by the Company with respect to any such loss
{ relating to the mortgaged and pledged property in excess of the greater of $10,000,000 or 3% of
the Bonds Outstanding.

| Upon request, the Company will furnish to the Trustee a statement signed by an
' Authorized Officer of the Company, showing:

! * - ) . . v .
* (1) the number of the policies of insurance in effect and the names of
J the issuing companies, )

| o (ii)  the amount of such policies,
- - (i)  the nature of the property covered by such policies, and

l _ (iv) a detailed statement of each altemétive method or plan of
. protection, '
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and stating that each such insurance policy or altemative method or plan of protection provides
that losses thereunder for fire or extended coverage perils in excess of the greater of $10,000,000
or 3% of the Bonds Outstanding are payable to the Trustee. In lieu of the statement described in
the preceding sentence, the Company may deliver to the Trustee a certificate of one or more
nationally known imsurance brokers that he or they have examined the fire and extended

_coverage insurance policies and alternative methods or plans of protection in effect upon the

property of the Company and that in his or their opinion the Company has- fully comphed with .
the provisions of this subsection (a).

(b)  That all proceeds of amy insurance or alternative method or plan of
protection received by the Trustee, shall be held and applied by the Trustee in the same manner
and for the same purposes and shall be subject to the same conditions 2s moneys held in the
Release Fund, except that, until a Completed Default shall occur and be continuing, any such
proceeds received by the Trustee for any single loss not exceeding the greater of $10,000,000 or
3% of the Bonds Outstanding shall be paid promptly to the Company upon receipt by the Trustee
of a Company Order directing such payment.

(¢)  That all proceeds of any insurance or alternative method or plan of
protection paid to the Company by the Trustee pursuant to subsection (b) of this Section 7.05
promptly shall be expended for Permanent Additions, or be applied to the rebuilding, renewal or
replacement of the property damaged or destroyed.

(d)  That subject to Section 14.01, in case of any loss covered by any insurance
policy or alternative method or plan of protection, any appraisement or adjustment of such loss
and settlement and payment of indemnity therefor, which shall be approved in an Officer’s
Certificate, may be consented to and accepted by the Trustee, and the Trustee shall in no way be
liable or responsible for the collection of any insurance in case of any loss nor for consenting to
or accepting any such appraisement, adjustment, settlement or payment of indemnity.

Section 7.06. That the Company shall cause (or, with respect to property owned in
common with others, make reasonable effort to cause) the mortgaged and pledged property to be
maintained and kept in good condition, repair and working order and shall cause (or, with respect
to property owned in common with others, make reasonable effort to cause) to be made such
repairs, renewals, replacements, betterments and improvements thereof; as, in the sole judgment
of the Company, may be necessary in order that the operation of the mortgaged and pledged
property may be conducted in accordance with common industry practice; provided, however,
that nothing in this Section shall prevent the Company fom discontinuing, or causing the
discontinuance of, the operation and maintenance of any of its properties if such discontinuance
is, in the sole judgment of the Company, desirable.

Subject to the rights of the Company under Article XTI, the Company shall do or cause
to be done all things necessary to preserve and keep its corporate existence in full force and
effect.

Section 7.07. That it Wﬂl cause the Indenture and all indentures and instruments
supplemental thereto to be kept, recorded and filed in such manner and to such extent as may be
required or permitted by law and in such places as may be required by law in order to- make
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effecﬁve and maintain the L1en Hereof and to. fquy preserve and protect the security of the

' Bondholders and all rights of the Trustee.

Section 7.08. That it will execute and deliver such further instruments and do such
further acts as may be necessary or proper to carry out the purposes of the Indenture, and to
make subject to the Lien Hereof any property hereafter acquired and intended to be subject to the
Lien of the Indenture, and to transfer to any new trustee the estate, powers, mstruments and any
funds held in trust Imder the Indenture.

Section 7.09. That it will, at all times, keep or cause to be kept, proper ‘books.»of record
and account in which full, true and correct entries will be made, of all dealings or transactions in

relation to the Bonds; that it will at any and all reasonable times during normal business hours,

upon the written request of the Trustee, permit it, or its clerks, agents, or auditors, for that
purpose duly authorized, to inspect, not more than once per month, the books, accounts, papers,
documents and memoranda of the Company, as well as its plants and properties, and to take from
its books, accounts, papers, documents and memoranda such extracts as may be deemed
necessary; that it will at any time, upon the written request of the Trustee, furnish to the Trustee a
full and complete statement of the property covered by the Lien Hereof or intended so to be
covered.

Section 7.10. That it is duly authorized under the laws of the Commonwealths of
Kentucky and Virginia and under all other applicable provisions of law to create and issue the
Bonds and to execute and deliver the Indenture; that all corporate action required for the
execution of the Indenture has been duly and effectually taken and that, with respect to each
series of Bonds issued hereunder, all corporate action required for the creation and issuance of
said Bonds will be duly and effectively taken; that said Bonds when issued and in the possession
of the Holders thereof will be valid and enforceable obligations of the Company; and that the
Indenture is and always will be a valid mortgage or deed of trust to secure the payment of said
Bonds.

Section 7.11. That upon the issue of each Bond, it will pay all such taxes (which may
legally be paid by the Company) as may be imposed by any law, then in force applicable to and
imposed upon the issue of such Bond, of the United States of America, of the Commonwealths
of Kentucky and Virginia and the State of Tennessee or of any other state in which its property
and plants, or any part thereof, may be located.

Section 7.12. That it will duly and punctually perform all the conditions and obligations
imposed on it by the terms of any Prior Lien or any mortgage, lien, charge or encumbrance
described in paragraph (20) of the definition of Permitted Encumbrances to the extent necessary
to keep the security afforded by the Indenture substantially unimpaired and that it will not pérmit
any default under any such Prior Lien or mortgage, lien, charge or encumbrance to occur and
continue for any grace period, specified therein, if thereby the security afforded by the Indenture
would be matenaﬂy impaired or endangered

Section 7.13. That, if it sha,nﬂ_ act as its own Paying Agent, it will, on or before each due

date of the principal of, premium, if any, or interest on any of the Bonds, set aside and segregate
~znd hold in trust for the benefit of the Holders of 'such Bonds or the Trustee a sum sufficient to
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pay the principal of, premium, if any, or interest so becoming due, and the Company promptly
will notify the Trustee of its action or failure so to act.

Whenever the Company shall have one or more Paying Agents, it will, on or prior to each
due date of the principal of, premium, if any, or interest on any Bonds, deposit with a Paying
Agent a sum sufficient to pay the principal of, premium, if any, or interest so becoming due, such
sum to be held in trust for the benefit of the Holders of such Bonds or the Trustee, and (unless
such Paying Agent is the Trustee) the Compa:ly promptly will notify the Trustee of its actien or
failure so to act.

Moneys so segregated or deposited and held in trust shall not be a part of the mortgaged
and pledged property but shall constitute a separate trust fund for the benefit of the Persons
entitled to such principal, premium or interest. Except in the case of moneys so segregated by the
Company when acting as its own Paying Agent, moneys held in trust by the Trustee or any other
Paying Agent for the payment of the principal of, premium, if any, or interest on the Bonds need
not be segregated from other funds, except to the extent required by law.

The Company will cause each Paying Agent other than the Trustee to execute and deliver
to the Trustee an instrument in which such Paying Agent shall agree with the Trustee, subject to
the provisions of this Section 7.13, that such Paying Agent will:

()  hold all sums held by it for the payment of principal of, premium, if any,
or interest on Bonds in trust for the benefit of the Holders of such Bonds or the Trustee until such
sums shall be paid to the Holders or withdrawn for deposit with a successor Paying Agent or
with the Trustee or until disposed of as herein provided;

(b)  give the Trustee notice of any default by the Company (or any other
obligor upon the Bonds) in the making of any such payment of principal, premium, if any, or
interest; and .

(c) at any time during the continuance of any such default, upon the written
request of the Trustee, promptly pay to the Trustee all sums so held in trust by such Paying
Agent.

The Company may at any time, for the ptrpose of obtaining the satisfaction and
discharge of the Indenture or for any other purpose, pay, or by Company Order direct any Paying
Agent to pay, to the Trustee all money held in trust by the Company or such Paying Agent
pursuant to this Section 7.13, such money to be held by the Trustee upon the same trusts as those
upon, which such money was held by the Company or such Paying Agent; and, upon such
payment by the Company, the Company shall be discharged from such trust, and, upon such
payment by any Paying Agent to the Trustee, such Paylng Agent ‘'shall be released from all
further liability with respect to such money.

Anything in this Section 7.13 to the contrary nomfithsfending, any money deposited with

the Trustee or any Paying Agent or held by the Company in trust for the payment of the principal
of, premium, if any, or interest on any Bond shall be subject to the provisions of Section 18.03.
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Section 7.14. That it will fumnish or cause to be furnished to the Trustee between
September 1 and September 30, in each year beginning with the September following the Date

‘Hereof, and also between March 1 and March 31, in each year beginning with the March

following. the Date Hereof, and at such other times as the Trustee may request in writing, a
statement in such form as the Trustee may reasonably require, containing all the information in
the possession or control of the Company ‘or of any of its Paying Agents as to the names and
addresses of the Holders of Bonds obtained since the date as of which the next previous
statement, if any, was furnished, excluding from any such list the names and addresses received
by the Trustee in its capacity as Bond Registrar. Each such statement shall be dated as of a date
not.earlier than the tenth day of the month next preceding the month during which said statement
is furnished, and need not include information received after such date.

Section 7.15. If and to the extent that the Indenture is subject to the Trust Indenture Act,
the Company will file with the Trustee (within 30 days after filing with the Commission in the
case of reports which pursuant to the Trust Indenture Act must be filed with the Commission and
furnished to the Trustee) and transmit to the- Holders, such information, reports and other
documents, if any, at such times and in such manner, as shall be required by the Trust Indenture
Act.

Section 7.16. That it will furnish to the Trustee: (2) promptly after the Date Hereof and
promptly after the execution of any Supplemental Trust Indenture, an Opinion of Counsel either
stating that the Indenture has been properly recorded and filed so as to make effective the Lien of
the Indenture intended to be created thereby, and reciting the details of such action, or stating
that no such action is necessary to make such Lien of the Indenture effective; and (b) by May 1,
in each year after the Date Hereof, an Opinion of Counsel either stating that such action has been
taken with respect to the recording, filing, re-recording and refiling of the Indenture as is
necessary to maintain the Lien Hereof, and reciting the details of such action, or stating that no
such action is necessary to maintain such Lien of the Indenture. Compliance with clauses (a) and
(b) of this Section 7.16 shall be achieved if (1) the Opinion of Counsel hetein required to be
delivered to the Trustee shall state for details: the time, place, and manner of such recording, re-

" recording, filing and refiling as the case might be and that, in the Opinion of Counsel (if such is

the case) such receipt for record of filing makes the Lien of the Indenture intended to be created
thereby effective and (2) such Opinion of Counsel is delivered to the Trustee within such time,
following the date and execution of this Indenture and each Supplemental Trust Indenture, as
shall be practicable, giving due regard to the number and distance of the jurisdictions in which
the Indenture or such Supplemental Trust Indenture is required to be recorded or filed.

" . Section 7.17. The Company may omit in any particular instance to comply with any
term, provision or condition set forth in (a) Section 7.03 or any additional covenant or restriction
specified with respect to the Bonds of any series if before the time for such compliance the
Holders of at least a majority in aggregate principal amount of the Outstanding Bonds of all
series and with respect to which compliance with Section 7.03 or such additional covenant or
restriction is to be omitted, considered as one class, shall, by act-of such Holders, either waive
such compliance in such instance or generally waive compliance with such term, provision or
condition and (b) Section 7.04, 7.05, 7.06, 7.07, 7.08, 7.09, 7.12, 7.13 or Article X1II if before

' the time for such compliance the Holders of at least a majority in pnn01pal amount of Bonds

Outstanding under this Indenture shall, by act of such Holders, either waive such compliance in
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such instance or generally waive comphance Wlth such term, prowsmn or condition; but, in
either.case, no such waiver shall extend to or affect such term, provision or condition except to
the extent so expressly waived, and, until such waiver shall become effective, the obligations of

~ the Company and the duties of the Trustee in respect of any such term, provision or condition

shall remain in full force and effect.

Section 7.1 8. Not later than May 1 in each year after the Date Hereof, the Company shall
deliver to the Trustee an Officer’s Certificate which need not comply with Section 18.08 or
18.09, executed by the principal executive officer, the principal financial officer or the principal
accounting officer of the Company, as to such officer’s knowledge of the Company’s compliance
with all conditions and covenants under this Indenture, such compliance to be determined
without regard‘to any period of grace or requirement of notice under this Indenture.

ARTICLE VIII

REDEMPTION OF BONDS

Section 8.01. Bonds that are, by their terms, redeemable before maturity may, at the
option of the Company, be redeemed at such times, in such amounts and at such prices as may be
specified therein and in accordance with the provisions of Sections 8.02 through 8.07.

Section 8.02. In case of redemption of only part of the Bonds of any series, the particular
Bonds to be redeemed shall be selected by the Trustee by such method as the Trustee shall deem
fair and appropriate; provided that the unredeemed portion of any such Bond being redeemed
shall be in an authorized denomination (which shall not be less than the minimum authorized
denomination). -

Notice of intention to redeem Bonds of any series, wholly or in part, shall be given, by or
on behalf of the Company, by first class mail, postage prepaid, at least 30 days before the-
Redemption Date, to each Holder of a Bond to be redeemed at the address shown on the Bond
Register; but the failure to give such notice, or any defect in such notice so given, shall not affect
the validity of the proceedings for the redemption of any Bond not affected by such failure or
defect. All notices of redemption shall state the Redemption Date and redemption price, the
portion, if less than all, of the Bonds to be redeemed, the place at which the Bonds are to be
surrendered for payment, which, unless otherwise stated, shall be the principal corporate trust
office of the Trustee, and that on the Redemption Date the redemption price will become due and
payable on each such Bond (or the portion thereof to be redeemed) and interest thereon shall
cease to accrue on and after such date. -

If only part of the Bonds of any particular series is to be redeemed, said notice of
redemption shall specify the numbers of such Bonds-to be redeemed in whole or in part. If any
Bond is to be redeemed in part only, said notice shall specify the portion of the principal amount
thereof to be redeemed and shall state that, upon presentation of such Bond for redemption, a
new Bond of the same series, of the same maturity and of an aggregate principal amount equal to
the wmredeemed portion of such Bond, will be issued in lieu thereof.
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In case only a portion of any Bond shall be called for redemption, the Company at its
expense shall execute and the Trustee shall authenticate and deliver to the Holder of such Bond a
new Bond of the same series and of the same maturity for the principal amount of the
surrendered Bond, less the principal amount redeemed and paid. -

Section 8. 03. If the Company shall give and complete notice of its intention to redeem
any of the Bonds, the Company shall, and it hereby covenants that it will, on or before the -
Redemption Date specified in such notice, deposit with the Trustee a sum of cash, Government
Obligations or a combination thereof, which will provide sufficient cash to redeem all of such
Bonds on such Redemption Date. :

Section 8.04. Cash, Government Obligations or & combination thereof deposited by the
Company with the Trustee under the provisions of this Article VIII for the redemption of any of
the Bonds-shall be deposited and held in a trust fund for the account of the respective Holders of
the Bonds to be redeemed and shall be paid to them respectively, upon presentation and
surrender of such Bonds; and on and after such Redemption Date if the moneys for the
redemption of said Bonds shall be on deposit as aforesaid, such Bonds shall cease to bear
interest, and such Bonds shall cease to be entitled to the benefits and security of and the Lien of
the Indenture.

Section 8.05. All Bonds paid, retired or redeemed under any of the provisions of this
Article VIII shall be cancelled forthwith, and the Trustee shall thereupon destroy such Bonds and.
deliver evidence of the destruction thereof to the Company in accordance with Section 18.07.

Section 8.06. If there shall ha'x.fe been deposited with the Trustee any combination:
(i) of cash and .

(i)  of Government Obligations (which shall not contain provisions
permitting the redemption thereof at the option of the issuer), maturing as to principal and
interest (without any regard to the reinvestment thereof) in such amounts and at such
times as will assure the availability of cash

that is necessary to pay when due the principal of, premium, if any, and interest due and to
become due on such Bond on or prior to the- Redemption Date thereof; and either the notice
provided for in respect of the redemption of such Bonds shall have been duly given by the
Trustee or irrevocable authorization shall have been given by the Company to the Trustee to give
notice, on behalf of the Company, as provided in Section 8.02, then the Company and the
Trustee shall consider such Bonds redeemed from the Holder -thereof and paid for purposes of
release and satisfaction of the Indenture..

Section 8.07. In case any question .shall arise as to whether proper and sufficient action
shall have been taken for the redemption of Bonds, such question shall be decided by the Trustee
and the decision of the Trustee shall, subject to Section 14.01, be final and binding upon all

parties in interest.

CHI-1744580v1 a _ B 41



Py

ARTICLE IX

POSSESSION USE AND RELEASE OF MORTGAGED AND PLEDGED .PROPERTY

Section 9.01. Untll a Completed Default shall occur and be continuing, the Company
shall be permitted, subject to the provisions of this Article IX, to possess, use, manage, operate
and enjoy the mortgaged and pledged property (except money and securities which are expressly
required to be deposited with the Trustee); to collect, receive, use, invest and dispose of the rents,
issues, income, revenues, products and profits from all the mortgaged‘ and pledged property, with
power (in the ordinary course of business freely and without permission from or hindrance by the
Trustee or the Bondholders) to use, consume and dispose of materials and supplies; and, except
2s herein otherwise expressly provided to the contrary, to exercise any and all rights under or in
relation to choses in action, leases and contracts.

Section 9.02. (a) Until a Completed Default shall occur and be continuing, the

~ Company may, without any release or consent by the Trustee, or accountability thereto for any

consideration received by the Company:

(1)  sell or otherwise dispose of, free from the Lien -of the Indenture,
any machinery, equipment, tools, implements or other similar property subject to the Lien
Hereof which may have become obsolete or unfit for use or no longer useful, necessary
or profitable in the conduct of business of the Company, upon replacing the same by or
substituting for the same, other machinery, equipment, tools or implements, not
necessarily of the same character but of at least equal value to that of such property
disposed of;

2) abandon, terminate, cancel, or make changes or alterations in, or
substitutions of, any and aJl contracts, leases and right-of-way grants of either land or
easements; and

(3)  grant rights-of-way and easements over or in respect of any of the
mortgaged and pledged property, of the nature described in the definition of Permitted
Encumbrances, provided that such grant will not impair the use of such property for the

.purposes for which it is held by the Company and will not have a material adverse impact
on the security afforded by the Indenture.

(b):  Until a Completed Default shall occur and be continuing, the Cormpany
may, mthout any release or consent by the Trustee, or accountability thereto for any
consideration received by the Company, enter into leases permitting the lessee to occupy or use
any of the mortgaged and pledged property in any manner that does not interfere in any material
respect with the use of such property for the purpose for which it is held by the Company and
will not have a material adverse impact on the security afforded by the Indenture.

(c) The Trustee shall execute a written instrument to confirm any action taken
by the Company under this Section 9.02, upon. receipt by the Trustee of (1) a Resolutlon
requesting such written instrument and expressing any required opinions, (2) an Officer’s
Certificate stating that no Default has occurred and is continuing and that said action was duly
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taken in conformity with a designated subsection of this Section 9.02 and (3) an Opinion of
Counsel stating that said action was duly taken by the Company in conformity with said
subsection and that the execution of such written instrument is appropriate to confirm such action
under this Section 9.02. .

Section 9.03. Until a Completed Default sha]l occur and be continuing, the Company
may sell, exchange or otherwise dispose of, or release from the Lien of the Indenture, any other
of the mortgaged and pledged property, and the Trustee shall release the same from the Lien
Hereof upon the submission by the Company to the Trustee of an Apphcatlon and dehvery to the
Trustee of the items listed in subsections (a) through @:

(a)  a Resolution requesting such release and describing the applicable
property; :

- (b)  an Officer’s Certificate, stating that no Default has occurred and is
continuihg, and that the granting of such Application will not result in a Default;

() an Engineer’s Certificate, dated not more thaxl 90 days preceding the date
of delivery of the Application for such release, stating:

(A)  a brief description of the property to be released (which
may be given by reference to the Resolution requesting the release if such
property 1is described therein) and stating whether such property is of the character
of Permanent Additions;

. (B)  a brief description of the consideration, if any, to be
received by the Company for the property to be released;

© the Cost and Fair Value of:

(i) - allofthe moﬁgaged and pledged property that is
Permanent Additions, excluding Retired Property, and

(1)  the property to be released; and

(D)  that, in the opinion of the sigrer, such release will not
impair the security under the Indenture in contravention of the provisions hereof;

(d) . if the aggregate of the Fair Value of the property or securities to be
released, the amount of any award or consideration received under Section 9.06, and the Fair
Value of any other property or securities theretofore released under this Section 9.03, since the

_beginning of the then current calendar year, is shown by the Engineer’s Certificates filed in

connection with such releases to be 10% or more of the aggregate principal amount of Bonds at
the time Outstanding, an Independent Engineer’s Certificate making the statements required by
subparagraph (C) of subsection (c) of this Section 9.03, but no. such Independent Engineer’s
Certificate shall be required in the case of any release of property or securities, the Fair Value of
which, as set forth in the Engineer’s Certificate required by subsection (c) of this Section 9.03, is
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less than $25,000 or less than 1% of the aggregate principal amount of the Bonds at the time
Outstanding; .

(e) _if any of the pr()perty to be received in consideration for the property to be —
released is of a character which would be included within the definition of Permanent Additions:

(D an Engineer’s Certificate containing the statements required by
paragraphs (3), (4), (5) and (6) of subsection (a) of Section 4.05 with such changes
therein as may be necessary to adapt the same to the purposes of this Article IX;

2 if any portion of such property described in the Engineer’s
Certificate provided for in paragraph (1) above consists of an Acquired Facility of a Fair
Value of not less than $25,000 and not less than 1% of the aggregate principal amount of
Bonds at the time Outstanding, an Independent Engineer’s Certificate containing the
statements required by subsection (b) of Section 4.05 with such changes therein as may
be necessary to adapt the same to the purposes of this Article IX; and

(3)  an Opinion of Counsel and the instruments and docufments or
evidence respectively required by subsections (d) and (e) of Section 4.05, with such
changes therein as may be necessary to adapt the same to the purposes of this Article IX;

® an Accountant’s Certificate stating the agpregate principal amount of
Bonds Outstanding at the time of such release,’and stating whether the lesser of the Cost or Fair-
Value of all of the Permanent Additions (excluding the mortgaged and pledged property to be
released but including any Permanent Additions to be acquired by the Company with the
proceeds of, or otherwise in connection with, such release) stated in the Engineer’s Certificate
filed pursuant to subsection (c) or the Independent Engineer’s Certificate filed pursuant to
subsection (d), equals or exceeds an amount equal to [150%] of such aggregate principal amount
of Bonds Outstanding; and

) if the lesser of the Cost or Fair Value of all of the Permanent Additions
(excluding the mortgaged and pledged property to be released but including any Permanent
Additions to be acquired by the Company with the proceeds of, or otherwise in connection with,
such release} does not equal or exceed [150%] of such aggregate principal amount of Bonds
Outstanding, (i) any cash, obligations or other securities to be the consideration for the property
to be released and (ii) cash equal to the amount, if any, by which the Fair Value of the property
to be released exceeds the total of the cash received by the Trustee pursuant to clause (i) of this
subsection (g) and the Fair Value of the property to be received in consideration therefor as
described in the Engineer’s Certificate pursuant to paragraph (B) of subsection (c) of this Sectlon
9.03.

Section 9.64. Until a Completed Default shall occur and be continuing and upon receipt
of a Company Request, the Trustee without requiring compliance with any of the foregoing
provisions of Section 9.03, shall release from the Lien Hereof any property, the Fair Value of
which shall be stated in an Engineer’s Certificate delivered to the Trustee simultaneously with
said Company Request, provided that such Fair Value i is less than $25,000 or less than 1% of the
aggregate prmclpal amount of Bonds Outstandirg at the date of ‘the Engineer’s Certificate and
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which property, as stated in such Engineer’s Certificate, is not useful or necessary in the conduct

of the business of the Company. Said Engineer’s Certificate shall also state that such release will
not in any material respect impair the security under the Indenture. The aggregate Fair Value of
all property released pursuant to- this Section 9.04 in any calendar year shall not exceed
$500,000. The Company covenants that it will deposit with the Trustee the consideration, if any,
received by it upon the sale or other disposition of any property so released. The provisions of
this Section 9.04 shall not be available if any portion of the property to be recelved in
consideration for the property of the Company to be released consists of securities. .

Section 9.05. Interest on and principal of any obligation received by the Trustee pursuant
to the provisions of Section 9.03 may be collected by it, but, uniil a Completed Default shall
occur and be continuing, interest as received by the Trustee on any such obligation thereof shall
be paid over to the Company.

Any new property acquired by exchange or purchase (other than cash received pursuant
to subsections (a) through (f) of Section 9.03) to take the place of any property released under
any provision of this Article IX shall forthwith and without further conveyance become subject.
to the Lien of the Indenture; and the Company covenants that, if so requested by the Trustee, it
will convey the same, or cause to be conveyed, to the Trustee by appropriate instruments of
conveyance upon the trusts and for the purposes of the Indenture.

Section 9.06. Should any of the mortgaged and pledged property be taken by exercise of
the power of eminent domain or should any governmental body or agency, at any time, exercise
any right which it may have to require the Company to sell to it any part of said property, the
Trustee shall accept any cash award therefor, and at the request of the Company shall release the
property so taken or purchased, upon being fumished with an Opinion of Counsel to the effect
that such property has been taken by exercise of the power of eminent domain or purchased by a
governmental body or agency in the exercise of a right which it had to purchase the same. The
proceeds of all property so taken or purchased shall be paid over to the Trustee, to be held and
applied by the Trustee in the same manner and on the same basis as moneys received by the
Trustee pursuant to Section 9.03.

Section 9.07. If all or substantially all of the mortgaged and pledged property, other than
any money and securities deposited with the Trustee, shall be in the possession of a trustee or
receiver, lawfully appointed in any action or judicial proceeding for the foreclosure hereof or for
the enforcement of the rights of the Trustee or of the Bondholders, the powers conferred upon

. the Company with respect to the sale or other disposition of the mortgaged and pledged property

may be exercised by such trustee or receiver, and any request, certificate or appointment made or

~. signed by such trustee or receiver for such purpose shall have the same effect as if made by the

Company or the Board of Directors or any of the officers of the Company as herein provided. If
the: Trustee shall be in possession of the mortgaged and pledged property under any provision in
the Indenture, then such powers may be exercised by the Trustee in its discretion.

Section 9.08. No Person purchasing in good faith property purporting to have been
released hereunder shall be bound to ascertain the authority of the Trustee to execute the release,
or to inquire as to the existence of any conditions herein prescribed for the exercise of such
authority; nor shall any purchaser or grantee of any property or rights permitted by Section 9.02,
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9.03 or 9.04 to bé sold, granted, exchanged or otherwise disposed of by the Company be under
any obligation to ascertain or inquire into the authority of the Company to make any such sale,
grant, exchange or other disposition. Any release executed by the Trustee under this Article IX
shall be sufficient for the purpose of the Indenture and shall constitute a good and valid release
of the property therein described from the Lien Hereof.

Section 9.09. The “Release Fund” shall consist of all moneys deposited with or received:
by the Trustee, pursuant to any Section of this Article IX (excluding any cash received by the
Company pursuant to subsections (a) through (f) of Section 9.03 that is not required to be
deposited with the Trustee pursuant to subsection (g) of Section 9.03) or in payment of or in
exchange for any of the ebligations deposited with or received by the Triistee pursuant to the
provisions of Section .03 or 9.04 (except interest or dividends on said obligations or other
securities) or which under any of the provisions of the Indenture are to be held, applied, or
disposed of by the Trustee in the same manner as moneys or cash in such Release Fund. The
Release Fund shall be held by the Trustee in trust for the security of the Bonds Outstanding until
withdrawn or paid out as provided in Sectrorxs 8.10 through 9.17. :

Sectzon 9.10. Until a Completed Default shall occur and be continuing, at the option of
the Company any moneys constituting all or any part of the Release Fund shall be paid over to
the Company by the Trustee in an amount equal to the Cost or Fair Value, whichever is less, of
Permanent Additions certified to the Trustee as provided in Article IV, after making the
deductions provided for in Section 4.03 for Retired Property and subject to the conditions of
Sections 4.06 and 4.08 but only upon the delivery to the Trustee of:

(a) a Company Ozder;
(b) a Resolution authorizing such Company Order;

(c) an Officer’s Certificate sré.ting that no Default has occurred and is
continuing, and that the granting of such Company Order will not result in a Default; and

(d) an Accountant’s Certificate containing the statements and calculation

provided for in subsection (d) of Section 4.07 with the changes necessary to adapt the same to

the purposes of this Section 9.10.

Section 9.11. Upon receipt of a Company Request in the form of an Officer’s Certificate
and without requiring compliance with any of the provisions of Section 9.10 (except subsection
(c) of Section 9.10), the Trustee shall pay over to the Company the proceeds of any sale of
property, for which the consideration was less than $25,000, and the Company covenants that
moneys so received, pursuant to the provisions of this Sectlon 9.11, promptly will be expended
for property of the character of Permanent Additions. The aggregate amount withdrawn pursuant
to this' Section 9.11 in any calendar year shall not exceed $500,000. Withdrawals under this
Section 9.11 shall be deducted from the Amount of Established Permanent Additions in the next

- succeeding Accountant’s Certificate filed under Section 9.10.

Section 9.12. If the mortgaged and pledged property shall be sold, either under the power
of sale herein provided, or under decree of court in a suit for the foreclosure of the Indenture,
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. then the Release Fund shall be added to and dealt wﬂh as if it were part of the proceeds of such
- sale. :

Section 9.13. Until a Completed Default shall have occurred and be continuing, upon
Company Request, authorized by Resolution, the Trustee shall to the extent that such Bonds are
available for such purpose, apply all or any part of the cash held by it in the Release Fund to the
purchase of Outstanding Bonds of one or more series as the Company may designate at the
lowest price obtainable, but such purchase price shall not exceed the current regular redemption
price applicable to such Bonds. Upon the purchase by the Trustee of any Bond, as hereinabove
provided, the Trustee shall notify the Company in writing thereof, specifying the serial numbers
and principal amount of the Bonds purchased and any amount of accrued interest theréon paid or
to be paid by the Trustee on such purchase, and the Company covenants that, upon the receipt by
it of any such notice, it immediately will pay to the Trustee, as an additional payment to the
Release Fund, an amount of cash equal to such accrued interest on the Bonds so purchased, or to
be purchased, as specified in such notice to the end that the Release Fund shall not be dlmlmshed
by the payment therefrom of interest.

Section 9.14. Until a Completed Default shall have occurred and be continuing, and
upon Company Request, authorized by Resolution, the Trustee shall as soon as practicable apply
all or any part of the cash held by it in the Release Fund to the redemption of Bonds, which are
by their terms then redeemable, of one or more series as may be designated by the Company in
the manner and as provided for redemption of Bonds in Article VIIL. In the event of each such
redemption the Trustee promptly shall notify the Company in writing of the Bonds selected for
redemption, specifying the amount of accrued interest payable in respect of the Bonds to be
redeemed upon such redemption. The Company covenants that it will give or cause to be given
the notice provided for in respect of the redemption of such Bonds and will, on or prior to the
date fixed for such redemption, deposit with the Trustee an additional amount of cash equal to
such accrued interest, to the end that the Release Fund shall not be diminished by the payment of
interest therefrom.

The provisions of this Section 9.14 and of Section 9.15 shall not grant to the Company
the power to redeem any Bond that is not otherwise redeemable or to redeem any Bond at a price
less than the price at which such Bond could be redeemed pursuant to Article VI or pursuant to
the terms of such Bond.

Section 9.15. Until a Completed Default shall have occurred and be continuing, if the
balance in the Release Fund exceeds $300,000 for a period of 24 months or more, and during
that period the Company shall hot have made a proper request for reimbursement pursuant to
Section 9.10 or for the application of such balance to the. purchase or redemption of Bonds
pursuant to Section 9.13 or 9.14, respectively, then the balance in the Release Fund shall be
applied by the Trustee without further action by, or election of, the. Company to the purchase or
redemption of Bonds (subject to the last paragraph of Section 9.14) in the manner specified in
Sections 9.13 and 9.14, choosing for such purpose Bonds of the series of the lowest current
redemption price that may be then Outstanding and available for such purpose. In the event of
each such application and upon written notice from the Trustee, the Company shall give or cause
to be given the notice provided for in respect of the redemption of such Bonds and shall pay to
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the Trustee additional cash equal to any accrued interest that will be payable upon such
redemption.

Section 9.16. Until a Completed Default shall have occurred and be continuing, delivery
by the Company to the Trustee of Bonds {except Bonds which have been retired or used in any
manner set forth in clause (2) or (b) of Section 5.01), shall be deemed equivalent under this
Article IX to payment of cash under Sections 9.03 and 9.04 equal to the aggregate principal
amount of the Bonds so delivered.

Seciion 9.17. Until a Completed Default shall have occurred and be continuing, any
moneys constituting part of the Release Fund may be withdrawn by the Company upon the
delivery to the Trustee of Bonds (except Bonds which have been retired or used in any manner
set forth in clause (a) or (b) of Section 5.01), of an aggregate principal amount equal to the
amount of moneys withdrawn. -

Section 9.18. All Bonds purchased or otherwise acquired by, or delivered to the Trustee
for the Release Fund shall be cancelled forthwith, and the Trustee thereupon shall destroy such
Bonds and deliver evidence of the destruction to the Company, pursuant to Section 18.07.

ARTICLE X

MEETINGS OF BONDHOLDERS

Section 10.01. A meeting of Holders of Bonds of any or all series may be called at any
time pursuant to the provisions of this Article X for any of the following purposes:

) to give any notice to the Company or to the Trustee, or to give any
directions to the Trustee, or to waive any Completed Default and its consequences, or to
take any other action authorized to be taken by Holders pursuant to any of the provisions
of Article XT;

(2) - to remove the Trustee and appoint a successor Trustee pursuant to
the provisions of Article XIV;

(3)  to consent to the execution of a Supplemental Trust Indenture
pursuant to the provisions of Section 16.02; or

(4)  to take any other-action authorized to be taken by or on behalf of
the Holders of any specified percentage in aggregate principal amount of the Bonds of
any or all series, as the case may be, under any other provisions of the Indenture or under
applicable laW

Section 10.02. The Trustee at any time may call a meeting of Holders of Bonds of any or
all series t6 take any action specified in Section 10.01, such meeting to be held at such time and
at such place as the Trustée shall determine: Notlce of every meeting of the Holders, setting
forth the time and the place of such meeting and in general terms the action proposed to be taken
at such meeting, shall be given to Holders of Bonds of each series affected, in the manner and to -
the extent provided in subsection (c) of Section 14.18, not less than 10 nor more than 60 days
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prior to the date fixed for the meeting; provided, however, that if, imrsuant to Section 10.07, the
Company fixes a record date for such meeting, notice of such meetmg shall be given to the
Holders, as of such record date, of Bonds of each series affected.

Section 10.03. If the Company, pursuant to a Resolution, or the Holders of at least 25%

- in aggregaté principal amount of the Bonds then Outstanding shall have requested the Trustee in

writing to call a meeting of Holders to take any action authorized in Section 10.01, which request
shall set forth in reasonable detail the action proposed to be taken at the meeting, and the Trustee
shall not have mailed the notice of such meeting within 20 days after receipt of such request,
then the Company or the Holders of at least 25% in aggregate principal amount of the Bonds
then QOutstanding may determine the time and the place for such meeting and may call such
meeting by mailing notice thereof as provided in Section 10.02. The Trustee shall be required to
attend any such meeting properly called by the Company or Bondholders.

Section 10.04. To be entitled to vote at any meeting of Holders, a Person shall be a
Holder of one or more Outstanding Bonds, of any or all series, as the case may be, with respect
to which such meeting is being held or be a Person appointed by an instrument in writing as
proxy by such Holder; provided, however; that if, pursuant to Section 10.07, the Company fixes
a record date for such meeting, to be entitled to vote at such meeting, a Person must be a Holder,
as of such record date, of one or more Outstanding Bonds with respect to which such meeting is
being held or be a Person appointed by an instrument in writing as proxy by such Holder. The-
only Persons who shall be entitled to be present or to speak at any meeting of Holders shall be
the Persons entitled to vote at such meeting and their counsel and any representatives of the
Trustee and its counsel and any representatives of the Company and its counsel.

Section 10.05. Notwithstanding any other provisions of the Indenture, the Trustee may
establish such reasonable rules as it may deem advisable for any meeting of Holders in regard to:
(2) proof of the holding of Bonds and of the appointment of proxies; (b) the appointment and
duties of inspectors of votes; (c) the submission and examination of proxies, certificates and
other evidence of the right to vote; and (d) such other matters concerning the conduct of the

~ meeting as the Trustee shall-determine. Except -as otherwise permitted or required by any such

rules, the holding of Bonds shall be proved in the manner specified in Section 12.02 and the
appointment of any proxy shall be proved in the manner specified in Section 12.02 or by having
the 51gmamre of the Person executing the proxy witnessed or guaranteed by any bank or trust
company satisfactory to the Trustee.

The Trustee shall, by an instrument in writing, appoint a temporary chairman of the

meeting, unless the meeting shall have been called by the Company or the Holders as provided in

Section 10.03, in which case the Company or the Holders calling the meeting, as the case may
be, shall in like manner appoint a temporary chairman. A permanent chairman and a permanent
secretary of the meeting shall be elected by majority vote of the meeting.

Subject to the provisions of Section 10.04 and Section 10.07, at any meeting each Holder
of Outstanding Bonds, with respect to which such meeting is being held, or proxy therefor shall
be entitled to one vote fof each $1,000 principal amount of Outstanding Bonds held or
represented by each Holder; prowded that no vote shall be cast or counted at- any meeting in
respect of any Bonds challenged as not Outstanding and ruled by the chairman of the meeting to
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be not Outstanding. The chairman of the meeting shall have no right to vote except as a Holder
or proxy. At any meeting of Holders, the presence of Persons holding or representing Bonds in
an aggregate principal amount sufficient to take action on any business for which such meeting
was called shall constltute a quorum.

Any meeting of Holders duly called pursuant to the provisions of Section 10.02 or 10. 03
may be adjourned from time to time by vote of the Holders of a majority in aggregate principal
amount of the Bonds represented at the meeting and entitled to vote, whether or not a quorum be
then present at such meetmg, and any meeting so adjourned may be continued without further
notice.

Section 10.06. The vote upon any resolution submitted to any meeting of Holders of
Bonds with respect to which such meeting is being held or represented by them shall be by

. written ballots on which shall be subscribed the signatures of the Holders or proxies and, if

deemed appropriate by the Trustee, the serial number or numbers and principal amount of the
Bonds of each series held or represented by them. The permanent chairman of the meeting shall
appoint two inspectors of votes who shall count all votes cast at the meeting for or against any
resolution and who shall make and file with the secretary of the meeting their notarized and
sworn written reperts in duplicate of all votes cast at the meeting. A record in duplicate of the
proceedings of each meeting of Holders shall be prepared by the secretary of the meeting and
there shall be attached to said record the original reports of the inspectors of votes on any vote
taken by ballot and affidavits by one or more Persons having knowledge of the facts, setting
forth a copy of the notice of the mesting and showing that said notice was given as provided in
Section 10.02. The record shall be signed and verified by the permanent chairman and secretary
of the meeting. One of the duplicates shall be delivered to the Company. The other duplicate,
with the ballots voted at the meeting attached thereto, shall be delivered to the Trustee to be
preserved by the Trustee.

Any record so signed and verified shall be conclusive evidence of the matters therein
stated. ' '

Section 10.07. If the. Company shall solicit from Holders any request, demand,
authorization, direction, notice;consent, waiver or other act, the Company may, at its option, by
Company Order, fix in advance a record date for the determination of Holders entitled to give

" such request, demand, authofization, -direction, notice, consent, waiver or other act, but the

Company shall have no obligation to do so. Any such record date shall not be less than ten (10),
nor more than sixty (60}, days prior to the date of the first solicitation by the Company. If such a
record date is fixed, such request, demand, authorization, direction, notice, consent, waiver or
other act may be given before or after such record date, but only the Holders of record at the
close of business on the record date shall be deemed to be Holders for the purposes of
determining whether Holders of the requisite proportion. of the Outstanding Bonds have

- authorized or agreed or comsented tosuch request, demand, authorization, direction, notice,

consent, waiver or other act, and for that purpose the Outstanding Bonds shall be computed as of
the record date.
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Section 10.08. In lieu of a vote of Holders at a meeting as hereinbefore contemplated 111
this Article, any request, demand, authorization, direction, notice, consent, waiver or other action
may be made, given or taken by Holders by written instruments.

r

ARTICLE X1

REMEDIES OF TRUSTEE. AND BONDHOLDERS UPON DEFAULT

Section 11.01. Upon the occurrence and continuance of any one or more of the following
events, a “Completed Default” shall exist:

(8  default [continued for 3 Business Days] in the payment of the principal of,
or premium, if any, on any Bond when the same shall have become due and payable, whether at
Stated Maturity or by declaration, or otherwise; or

(b) default continued for [60] days in the payment of any interest upon any
Bond; or

(¢)  the enftry by & court havmg jurisdiction in the premises of (i) a decree or
order for relief in respect of the Company in an involuntary case or proceeding under any
applicable Federal or State bankruptcy, insolvency, reorganization or other similar law or (ii) a
decree or order adjudging the Company a bankrupt or insolvent, or approving as properly filed a
petition by one or more Persons other than the Company seeking reorganization, arrangement,
adjustment or composition of or in respect of the Company under any applicable Federal or State
law, or appointing a custodian, receiver, liguidator, assignee, trustee, sequestrator or other similar
official for the Company or for any substantial part of its property, or ordering the winding up or
liquidation of its affairs, and any such decree or order for relief or any such other decree or order
shall have Iemajned unstayed and in effect for a period of ninety (90) consecutive days; or

(d)  the commencement by the Company of a voluntary case or proceeding
under any applicable Federal or State bankruptcy, insolvency, reorganization or other similar law
or of any other case or proceeding to be adjudicated a bankrupt or insolvent, or the consent by it
to the entry of a decree or order for relief in respect of the Company in a case or proceeding
under any applicable Federal or State bankruptcy, insolvency, reorganization or other similar.law
or to the commencement of any bankruptcy or insolvency case or proceeding against it, or the -
filing by it of a petition or answer or consent seeking reorganization or relief under any
applicable Federal or State law, or the consent by it to the filing of such petition or to the
appointment of or taking possession by a custodian, receiver, liquidator, assignee, trustee,

sequestrator or similar official of the Company or of any substantial part of its property, or the

making by it of an assignment for the benefit of creditors, or the admission by it in writing of its
inability to pay-its debts generally as they become due, or the authorization of such action by the
Board of Directors; or

C (e default continued for 90 days after notice to the Company from the
Trustee in the performance by the Company of any other covenant, agreement- Or condition
contained herein;
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and the Trustee may, and upon the written request of the’ Holdérs of 25% or mére in principal
amount of the Bonds then Outstanding shall, declare the principal of all Bonds then Outstanding

~ and the interest accrued thereon immediately due and payable, and such principal and interest

thereupon shall be due and payable immediately; subject to the right of the Holders of a majority
in principal amount of the Bonds then Outstanding, by written notice to the Company and to the
Trustee, to rescind and annul such declaration and destroy its «effect at any time before any sale
hereunder if, before any such sale, (1) all agreements with respect to which default shall have

. been made shall be fully performed and (2) the reasonable expenses and charges of the Trustee,

its agents and attorneys, all arrears of interest upon all Bonds Outstanding and of all other
indebtedness secured hereby (except (i) the principal of any Bonds not then due by their terms,
and .(ii) interest accrued on such Bonds since the last Interest Payment Date) shall have been

paid, or the amount thereof shall have been paid to the Trustee for the beneﬁt of those entitled

thereto.

No rescission or annulment and no waiver of a Completed Default shall extend to or
affect any subsequent Completed D(=fault or impair any right subsequenﬂy accruing with respect
thereto.

Section 11.02. Upon the occurrence of one or more Completed Defaults, the Company,

upon demand of the Trustee, forthwith shall surrender to the Trustee the actual possession of,

and it shall be lawful for the Trustee, by such officer or agent as it may appoint, to take
possession of all the mortgaged and pledged property (with the books, papers and accounts of the
Company) and to hold, operate and manage the same, and to make all necessary repairs, and
such alterations, additions and improvements as the Trustee shall deem appropriate, and to
receive the rents, income, issues and profits thereof, and out of the same to pay all proper costs
and expenses of so taking, holding, operating and managing the same, including reasonable
compensation to the Trustee, its agents and counsel, and any charges of the Trustee hereunder,
and any taxes and assessments and other charges prior to the Lien of the Indenture, which the
Trustee may deem appropriate to pay, and all expenses of all such repairs, alterations, additions

-and improvements, and to apply the remainder of the moneys so received by the Trustee, as
- follows:

- (&) in case the principal of none of the Bonds shall have become due, to the
payment of the interest in default, in chronological order of the Stated Maturity of the
installments of such interest, with interest (to the extent permitted by law) on the overdue

. installments thereof at the same rate that the Bonds themselves bear; such payments to be made

ratably to the Persons entitled thereto, without discrimination or preference;

(b)  in case the principal of any of the Bonds shall have become due, by
declaration or otherwise, first to the payment of the interest in default, in chronological order of
the Stated Maturity of the installments of such interest, with interest (to the extent permitted by
law) on the overdue installments of interest at the same rate that the Bonds themselves bear, and
thereafter to the payment of the principal of all Bonds then due, such payments, respectively, to
be made ratably to the persons or parties entitled thereto without dlscnmmatton or preference.

Whenever all that is due upon such installments of interest and the principal of such
Bonds, and under any of the terms of the Indenture, shall have been paid and all defaults made
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good, the Trustee shall surrender possession to the Company, its successors or assigns; but with _
the same right of entry to exist upon any subsequent default.

Section 11.03. Upon the occurrence of one or more Completed Defaults: (a) it shall be
lawful for the Trustee, by such officer or agent as it may appoint, with or without entry (i) to sell
all property subject to the Lien Hereof as an entirety, or in such parcels as the Holders of a
majority in principal amount of the Bonds Outstanding shall in writing request, or inrthe absence
of such request, as-the Trustee may determine, at public auction, at some convenient place in.
Lexington, Kentucky, or such other place as may be required by law, or by order of court (having
first given notice of such sale by publication at least once on any day in each of not less than four
successive calendar weeks immediately preceding the date fixed for any such sale in at least one .
daily newspaper of general circulation printed in the English language, published in the City and
State of New York, and any other notice which may be required by law) and (ii) to adjourn such
sale in its discretion by announcement at the time and place fixed for such sale without further
notice, and upon such sale to make and deliver to the purchaser or purchasers a good and
sufficient deed or deeds for the same, which sale shall be a perpetual bar, both at law and in
equity, against the Company, and all Persons lawfully claiming or who may claim by, through or
under it and (b) the Trustee and its successors are irrevocably appointed the true and lawful
attorney or attorneys of the Company, in its name and stead, for the purpose of effectuating any
such sale to execute and deliver all necessary deeds, bills of sale, assignments and transfers, and
to substitute one or more Persons with like power, the Company hereby ratifying and confirming
all that the Trustee’s attorney or attorneys, or such substitute or substitutes, shall lawfully do by
virtue hereof. Nevertheless, if so requested by the Trustee or by any purchaser, the Company
shall ratify and confirm any such sale or transfer by executing and delivering to the Trustee or to
such purchaser or purchasers all proper conveyances, assignments, instruments of transfer and
releases as may be designated in any such request.

Section 11.04. In the event of a Completed Default, the Trustee shall have the right and
power to take appropriate judicial proceedings for the enforcement of its rights and the rights of
the Bondholders. In case of a Completed Default, the Trustee may after entry, or without entry,
proceed by suit or suits at law or in equity to enforce payment of the Bonds then Cutstanding and
to foreclose the Indenture and to sell the property subject to the Lien of the Indenture under the
judgment or decree of a court of competent jurisdiction; and -it shall be obligatory upon the. .
Trustee to take action, either by such proceedings or by the exercise of its powers with respect to
entry or sale, upon being requested to do so by the Holders of a majority in principal amount of
the Bonds then Outstanding and upon being indemnified as hereinafter provided.

In case of the pendency of any receivership, insolvency, liquidation, bankruptcy,
reorganization, arrangement, adjustment, composition or other judicial proceeding relative to the
Company or any other obligor upon the Bonds or the property of the Company or of such other
obligor or their creditors, the Trustee (irrespective of whether the principal of the Bonds shall .
then be due and payable, as therein expressed or by declaration or otherwise, and irrespective of
whether the Trustee shall have made any demand on the Company for the payment of overdue
principal, premium or interest) shall be entitled and empowered, by intervention in such
proceeding or otherwise, '
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(a) -~ to file and prove a claim for the whole amount of principal of, premium, if
any and interest owing and unpaid in respect of the Bonds Outstanding and to file such other
papers or documents as may be necessary or advisable in order to have the claims of the Trustee
(including any claim for the reasonable compensation, expenses, disbursements and advances of
the Trustee, its agents a.nd counsel) and of the Bondholders allowed in such judicial proceeding,
and

(b) to collect and receive any moneys or other property payable or deliverable
on any such claims and to distribute the same; .

and any custodian, receiver, assignee, trustee, liquidator, sequestrator or other similar official in
any such judicial proceeding is hereby authorized by each Bondholder to make such payments to
the Trustee, and in the event that the Trustee shall consent to the making of such payments
directly to the Bondholders, to pay to the Trustee any amount due to it for the reasonable
compensation, expenses, disbursements and advances of the Trustee, its agents and counsel, and
any other amounts due the Trustee under Section 14.07.

Nothing contained herein shall be deemed to authorize the Trustee to authorize or consent
to or accept or adopt on behalf of any Bondholder any plan of reorganization,. arrangement,
adjustment or composition affecting the Bonds or the rights of any Holder thereof, or to
authorize the Trustee to vote ini respect of the claim of any Bondholder in any such proceeding.

No remedy by the terms of the Indenture, conferred upon or reserved for the Trustee or
for the Bondholders, is intended to be exclusive of any other remedy, but each and every such
remedy shall be cumulative and shall be in addition to any other remedy given hereunder or now
or hereafter existing at law or in equity or by statute.

No delay or omission to exercise any right or power accruing upon any Completed
Default shall impair ahy such right or power or shall be construed to be a waiver of any such
Completed Default or acquiescence therein; and every such right and power may be exercised
from time to time and as often as expedient.

Section 11.05. Anything in the Indenture to the contrary notwithstanding, the Holders of
a majority in principal amount of the Bonds then Outstanding, at any time, by a written
instrument, executed and delivered to the Trustee, may reasonably direct the time, method and
place of conducting any proceeding; provided that such direction shall not be conh‘ary to the

Jprovisions of law or of the Indenture.

Section 11.06. In case of a Completed Default and upon the filing of a bﬂl In equity or
other commencement of judicial proceedings to enforce the rights of the Trustee and of the
Bondholders, the Trustee shall be entitled as & matter of right to-the appointment of a receiver or
receivers of the property subject to the Lien of the Indenture, and of the income, rents, issues and
profits thereof, pending such proceedings, with such powers as the court making such
appointment shall confer.

Section 11.07. Upon any sale made under the power of sale hereby given or under
judgment or ‘decree in any- judicial procéedings for the foreclosure or otherwise for the
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enforcement of the Indenture, the pirincipél of all Bonds then Outstanding, if not previously due,
shall immediately be due and payable.

Section 11.08. Upon any sale made under the power of sale hereby given or under
judgment or decree in any judicial proceedings for foreclosure or otherwise for the enforcement
of the Indenture, any Bondholder or Bondholders, or the Trustee, may bid for and purchase the
property subject to the Lien of the Indenture and upon-compliance with the terms of sale may
hold, retain, possess and dispose of such property without further accountability. To the extent
permitted by law, any purchaser at any such sale may deliver any of the Bonds Outstanding in
lieu of cash in a principal amount equal to the cash payable upon distribution of the net proceeds
from such sale. Said Bonds, in case the amounts so available for payment to the Holders thereof
shall be less than the amount due upon the Bonds, shall be returned to the Holders thereof after
being properly stamped to show partial payment of the Bonds.

Section 11.09. Upon any sale made under the power of sale hereby given or under
judgment or decree in any judicial proceedings for the foreclosure or -otherwise for the
enforcement of the Indenture, a receipt from the Trustee or the officer making such sale shall be
a sufficient discharge to the purchaser for his purchase money. Such purchaser, his assigns or
personal representatives, after paying such purchase money and receiving such receipt of the
Trustee or of such officer therefor, shall not be obliged to see to the application of such purchase
money, Or in any way be answerable for any loss, misapplication or nonapplication thereof.

Section 11.10. Any sale made under the power of sale hereby given or under judgment
or decree in any judicial proceedings for foreclosure or otherwise for the enforcement of the
Indenture, shall operate to divest all right, title, interest, claim and demand whatsoever, either at
law or in equity, of the Company, of, in and to the property so sold, and shall be a perpetual bar
both at law and in equity against the Company, its successors and assigns and against any and all
Persons claiming or who may claim the property which was sold or any part thereof, from,
through or under the Company, its successors or assigns. The purchaser of the Company’s
interest in properties owned jointly or in common with others shall have the same rights and
status as possessed by the Company prior to any such sale, but only to the extent permitted by
law and subject to the provisions of any such judgment or decree.

Section 11.11. The proceeds from any sale made under the power of sale hereby given,
or under judgment or decree in any judicial proceeding for the foreclosure or otherwise for the
enforcement of the Indenture, together with any other amounts of cash which may then be held
by the Trustee, as part of the mortgaged and pledged property, and which by any other provision
hereof are to be added to or treated as a part of the proceeds of sale, shall be applied in the
following order:

First. To the paymert of all taxes, assessments or Prior Liens, except those taxes,
assessmients or Prior Liens subject to which such sales shall-have been made, and of all
the costs and expenses of such sale, including reasonable compensation to the Trustee, its
agents and attorneys, and of all other sums payable to the Trustee as compensation for
other services hereunder and by reason of any expenses or liabilities incurred or advances
made in connection with the management or administration of the trusts hereby created;
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Second. To the payment in full of the amounts then due and unpaid for principal
and interest upon the Bonds then Outstanding; and in case such proceeds shall be
insufficient to pay in full the amounts.so due and vmpaid, then to the payment thereof
ratably, with interest on the overdue principal and interest (to the extent permitted by
law) at the rates that the Bonds themselves bear without preference or priority of
principal over interest, or of interest over principal, or of any installment of mterest over
any other installment of interest;

Third. To the Company, its successors or assigns, or to whomsoever may be
lawfully entitled to receive the same.

Section 11.12. In case of a Completed Default, neither the Company nor any one
claiming through or under it shall or will set up, claim or seek to take advantage of any
appraisement, valuation, stay, extension or redemption laws now or hereafter in force in any
locality where any of the property subject to the Lien of the Indenture may be situated, in order
to prevent or hinder the énforcement or foreclosure of the Indenture, or the absolute sale of the
mortgaged and pledged property, or any part thereof, or the possession thereof by any purchaser
at any sale under this Article XTI, but the Company, for itself and all who may claim through or
under it, hereby waives (to the extent it may. lawfully do so) the benefit of all such laws. The
Company, to the extent it may lawfully do so, for itself and all who may claim through or under
it, hereby waives any and all right to have the mortgaged and pledged property marshaled upon
any foreclosure hereof, and agrees that any court having jurisdiction to foreclose the Indenture
may sell the mortgaged and pledged property subject to the Lien Hereof as an entirety.

Section 11.13. The Company covenants that if default shall be made in the payment of
the principal of or interest on any of the Bonds when the same shall become payable taking into
account any applicable grace periods, whether at the Stated Maturity or by declaration as
authorized by the Indenture, or in case of a sale as provided in Section 11.03, 11.04 or 11.07 or
otherwise, then, upon demand of the Trustee, the Company will pay to the Trustee, for the
benefit of the Holders of such Bonds so due and payable the whole amount due and payable on
all such Bonds for principal and interest, with interest upon the overdue principal and interest (to
the extent permitted by law) at the same rate borne by the Bonds which are overdue. If the
Compeany shall fail to pay the same promptly upon such demand, the Trustee, in its own name
and as trustee of an express trust, shall be entitled to sue for and to recover judgment for the
whole amount so due and unpaid.

The Trustee shall be entitled to sue for and recover judgment as aforesaid, either before,
after or during the pendency of any proceedings for the enforcement of the Lien of the Indenture,
or otherwise for the enforcement of any of its rights, or the rights of the Bondholders. In case of
a sale of any of the property subject to the Lien of the Indenture, and of the application of the
proceeds of sale to the payment of the debt hereby secured, the Trustee in its own name and as
trustee of an express trust, shall be entitled to enforce payment of and to receive all amounts then
remaining due and unpaid upon any and all of the Bonds then Qutstanding, for the benefit of the
Holders thereof, and the Trustee shzll be entitled to recover judgment for any portion of the debt
remaining unpaid, with interest. No recovery of any such judgment by the Trustee and no levy of
any execution upon any such judgment upon any of the property subject to the Lien of the
Indenture or upon any other property shall affect, in any manner or to any extent, the Lien of the
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Indenture upon the mdrtgaged -and pledged property, or any rights, powers or remedies of the
Trustee, or any lien, rights, powers or remedies of the Holders of the said Bonds, but such lien,
rights, powers and remedies of the. Trustee and of the Bondholders shall continue unimpaired.

Any moneys collected or received by the Trustee under this Section 11.13, shall be
applied by it first, to the payment of its expenses, disbursements and compensation and the
expenses, disbursements and compensation of its agents and attorneys, and, second, toward
payment of the amounts then due and unpaid upon such Bonds, with respect to which such
moneys shall have been collected, ratably and without preference or priority of any kind,
according to the amounts due and payable upon such Bonds at the date fixed by the Trustee for
the distribution of such moneys, upon presentation of the several Bonds and upon notation of

such payment thereon, if partly paid, and upon surrender thereof, if fully paid.

Section 11.14. All rights of action in favor of the Trustee, in respect of the Bonds or
otherwise may be enforced by the Trustee without the possession of any of the Bonds or the
production thereof at any trial or other proceedings relative thereto. Any suit or proceeding
instituted by the Trustee shall be brought in its name as Trustee and any recovery of judgment
shall be for the equal benefit of the Holders of the Bonds.

Section 11.15. (a2) No Holder of any Bond shall have any right to institute any suit,
action or proceeding in equity or at law for the foreclosure of the Indenture or for the execution
of any trust hereof or for the appointment of a receiver or any other remedy hereunder, unless: (i}
such Holder shall have previously given to the Trustee written notice of the existence-of a
Completed Default as herein provided; (ii) the Holders of 25% in principal emount of the Bonds
then Outstanding also shall have made written request to the Trustee and shall have afforded it
reasonable opportunity to proceed to exercise the powers herein granted or to institute such
action, suit or proceeding in its own name; and (iii) the Trustee shall have been offered adequate
security and indemnity against the costs, expenses and liabilities to be incurred therein or
thereby; provided that such liabilities do not arise as the result of the Trustee’s negligence or bad
faith. No Bondholder shall be entitled to institute any such' suit if and to the extent that the
mmstitution or prosecutlon of such suit or the entry of judgment therein would result, under
applicable law, in the surrender, impairment, waiver or loss of the Lien of the Indenture upon the
mortgaged and pledged property, or any part thereof, as security for Bonds held by any other
Bondholder.

(b)  In any suit for the enforcement of any right or remedy under the Indenture,
or in any suit against the Trustee for any action taken or omitted by it as Trustee, the court may
in its discretion require any litigant party in such suit to file an undertaking to pay the costs of
such suit and the court may in its discretion assess reasonable costs, including reasomable
attorneys’ fees, against any litigant party in such suit, giving due regard to the merits and good
faith of the claims or defenses made by such litigant party; provided that the provisions of this

~ subsection (b) shall not apply to: (i) any suit instituted by the Trustee, (ii) any suit.instituted by

any Bondholder, or group of Bondholders, holding in the aggregate more than 10% in principal
amount of the Bonds Outstanding, or (iii) any suit instituted by any Bondholder for the
enforcement of the payment of the principal of or interest on any Bond, on or after the respective
due dates expressed in such Bond.
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(©) Nothing contained in the Indenture shall affect or impair the absolute and
unconditional obligation of the Company to pay the principal of and interest on the Bonds, in

»accordance with the terms thereof, to the respective Holders thereof at the Stated Mattmty'

thereof (whether by lapse of time or call for redemption), nor affect or 1mpaJ_r the right of action.
of each such Holder to enforce such payment.

Section 11.16. ' The Company may, if permitted by law, waive any period of grace
prov1ded for in this Artlcle XL

" Section 1 1.17. Tn case the Trustee shall have proceeded to enforce any right under the
Indenture by foreclosure, entry or otherwise, and such proceedings shall have been discontinued
or abandoned for any reason, or.shall have been determined adversely to the Trustee, then, and in

. every such case, the Company and the. Trustee shall be restored to their former positions and

rights hereunder with respect to the property subject to the Lien of the Indenture, and all rights,
remedies and powers of the Trustee shall continue as if no such proceedings had been taken.

Section 11.18. All rights, remedies and powers provided for in this Article XI may be
exercised only to the extent that the exercise thereof does not violate any applicable provision of
law, and all the provisions of this Article XI are intended to be subject to all applicable
mandatory provisions of law that may be controlling and to be limited to the extent necessary so
that they will not render the Indenture invalid, unenforceable or not entitled t0 be recorded or
filed under the provisions of any applicable law. )

Section 11.19. Before any sale of any of the mortgaged and pledged property and before
a judgment or decree for payment of the money due shall have been obtained by the Trustee as in
this Article provided, the Holders of not less than a majority in principal amount of the Bonds
then Outstanding may on behalf of the Holders of all the Bonds then Outstanding waive any past
default hereunder and its consequences, except a default

(2) in the payment of the principal of or premium, if any, or interest, if any, on
any Bond Outstanding, or

(b).  in respect of a covenant or provisioﬁ hereof which u.ﬁder Section 16.02
cannot be modified or amended without the consent of the Holder of each Outstanding Bond of
any séries affected.

Upon any such waiver, such default shall cease to exist, and any and all Completed
Defaults arising therefrom shall be deemed to have been cured, for every purpose of this
Indenture; but no such waiver shall extend to any subsequent or other default or impair any right
consequent thereor.
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ARTICLE XII

EVIDENCE OF RIGHTS OF BONDHOLDERS ANDA OWNERSHIP OF BONDS

Section 12.01. Whenever the Holders of a specified percentage in aggreg‘até principal
amount of Bonds are entitled to take any action (including the making of any demand or request,
the giving of any notice, consent or waiver or the taking of any other action), the fact that at the

‘time of taking any such action, the Holders of such specified percentage have joined therein may

be evidenced: (a) by any instrument or any number of instruments of similar tenot executed by
the Holders in person or by agent or proxy, appointed in writing; (b) by the record of the Holders
voting in favor thereof at any meeting of such Holders duly called and held in accordance with'
the provisions of Article X; or (¢) by a combination of such instrument or instruménts and any
such record of such a meeting of such Holders.

. Section 12.02. Subject to the provisions of Sections 14.01 and 10.05, the fact and date of
the execution of any instrument by a Holder of Bonds or his agent or proxy may be proved by
the certificate of any notary public or other officer authorized to take acknowledgements of
deeds to be recorded within the United States of America or territories, commonwealths, or
possessions thereof that the Person executing such instrument acknowledged to him the
execution thereof, or by an affidavit of a witness to such execution sworn to before any such
notary or other such officer, provided that the Trustee may require such additional proof as it
shall deem reasonable. Where such execution is by or on behalf of any legal entity other than an
individual, such certificate or affidavit also shall constitute sufficient proof of the authority of the
Person executing the same. Subject to Sections 14.01 and 10.05, the fact and date of the
execution of any such instrument and the amount and numbers of Bonds of any series held by the
Person so executing such instrument and the amount and numbers of any Bond for such series
also may be proven in accordance with such reasonable rules and regulations as may be
prescribed by the Trustee or in any other manner which the Trustee may deem sufficient.

The ownership and proof of holding of Bonds shall be proved by the Bond Register or by
a certificate of the Bond Registrar. The fact of the holding by any Holder of a Bond of any series,
and the identifying number of such Bond and the date of his holding the same, may be proved by
the production of such Bond or by a certificate executed by any trust company, bank, banker or
recognized securities dealer satisfactory to the Trustee, wherever situated, if such certificate shall
be deemed by the Trustee to be satisfactory. Each such certificate shall be dated and shall state
that on the date thereof a Bond of such series bearing a specified identifying number was
deposited with or exhibited to such trust company, bank, banker or recognized securities dealer
by the Person named in such certificate. Any such certificate may be issued in respect of one or
more Bonds of one or more series specified therein. The holding by the Person named in any
such certificate of any Bonds of any series specified therein shall be presumed to continue for a

- period of one year from the date of such ‘cerfificate unless at the time of any determination of

such holding (1) another certificate bearing a later date issued in respect of the same Bonds shall
be produced, (2) the Bond of such series specified in such certificate shall be produced by some
other Person or (3) the Bond of such series specified in such certificate shall have ceased to be

- Outstanding. Subject to Sections 14.01 and 10.05, the fact and date of the execution of any such

instrument and the amount and numbers of Bonds of any series held by the Person so executing
such instrument and the amount and numbers of Bonds for such sedies also may be proved in
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accordance with such reasonable rules and regulations as may be prescribed by the Trustee or in
any other manner which the Trustee may deem sufficient. :

The record of a Holders’ meeting shall be proved in the mammer provided in Section
10.06. ' '

Section 12.03. Prior to presentation for registration of transfer of any Bond, the
Company, the Trustee, any Authenticating Agent, any Paying Agent or any Bond Registrar may
deem and treat the Person in whose name any Bond shall be registered upon the Bond Register
as the absolute owner of such Bond (whether or not such Bond shall be overdue) for the purpose
of receiving payment of or interest on account thereof and for all other purposes. Neither the
Company nor the Trustee nor any Authenticating Agent nor any Paying Agent nor the Bond
Registrar shall be affected by any notice to the conirary. All such payments made to any such
Person, or upon his order, shall be valid, and, to the extent of the sum or sums so paid, effectual
to satisfy and discharge the liability for moneys payable upon any such Bond.

Section 12.04. Until such time as written instruments shall have been delivered to the-
Trustee with respect to the requisite percentage of principal amount of Bonds for the action
contemplated by such instruments, any such instrument executed and delivered by or on behalf
of a Holder may be revoked with respect to any or all of such Bonds by written notice by such
Holder or any subsequent Holder, proven in the manner in which such instrument was proved.
Except as aforesaid in this Section 12.04, any such action taken by the Holder of any Bond
pursuant to this Article XII shall be conclusive and binding upon such Holder, upon all future
Holders and owners of such Bond and of any Bond issued in exchange or substitution therefor,
irrespective of whether any notation in regard thereto is made upon such Bond. Any action taken
by the Holders of the percentage in aggregate principal amount of the Bonds specified in the
Indenture in connection with such action shall be conclusively binding upon the Company, the
Trustee and the Holders of the Bonds.

ARTICLE XIII

EFFECT OF MERGER, CONSOLIDATION, ET_C.A
ON THE LIEN OF THE INDENTURE

Section 13.01. Nothing in the Indenture shall prevent any lawful consolidation or merger
of the Company with or into any other corporation, or any conveyance, transfer or lease, subject
to the Lien of the Indenture, of 2l or substantially all the mortgaged and pledged property as an
entirety, to any corporation lawfully entitled to acquire or lease and operate the same; provided

~ (and the Company covenants and agrees), that such consolidation, merger, conveyance, transfer

or lease shall be only upon terms that fully preserve and in no respect impair the efficiency or
security of the Indenture or the Lien Hereof, or any of the rights or powers of the Trustee or the
Bondholders; and provided that any such lease shall be made expressly subject to immediate
termination by: (i)  the Company or the Trustee at any time during the continuance of a
Completed Default, and (ii) by the purchaser of the property so leased at any sale thereof,
whether such sale. be made under -the power of sale hereby conferred or under judicial
proceedings; and provided, further, that, upon any such consolidation, merger, conveyance,
transfer, or lease, the term of which extends beyond the Stated Maturity of any of the Bonds
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Outstanding, the due and punctual payment of the principal of and interest on all said Bonds
according to their tenor and the due and punctual performance and observance of all the
covenants and conditions of the Indenture to be kept or performed by the Company, shall be
assumed by the corporation formed by such consolidation or into which such merger shall have

‘been mhade, or acquiring all or substantially all the morfgaged and pledged property as an

entirety, as aforesaid, or by the lessee under any such'lease the term of which extends beyond the

Stated Maturity of any of the Bonds Outstanding.

Section 1 3. 02. If the Company, pursuant to Section 13.01, shall be consolidated with or
merged into any other corporation or shall convey or transfer (subject to the Lien of the
Indenture) all, or substantially all, the mortgaged and pledged property, as an entirety, then the
successor corporation, formed by such consolidation or into which the Company shall have been
merged or which shall have received a conveyance or transfer as aforesaid (the “Successor
Corporation”), upon executing an indenture with the Trustee, satisfactory to the Trustee, and
causing the same to be recorded, whereby such Successor Corporation shall assume and agree to-
pay, duly and punctually, the principal of and interest on the Bonds, and agree to perform and
fulfill all the covenants and conditions of the Indenture binding upon the Company, shall: (z)
succeed to and be substituted for the Company, with the same effect as if it had been named
herein, and in the Bonds as the mortgagor or obligor company; (b) have and may exercise under
the Indenture and the Bonds the same powers and rights as the Company, and (without in any
way limiting or impairing by the enumeration of the same the scope and intent of the foregoing
general powers and rights) such Successor Corporation thereupon may cause to be executed,
issued and delivered, either in its own name or in the name of the Company, any or all of such
Bonds which shall not theretofore have been executed by the Company and authenticated by the
Trustee, and upon the order of such Successor Corporation in lieu of the Company, and subject
to the terms, conditions and restrictions prescribed in the Indenture, concerning the
authentication and delivery of Bonds, the Trustee shall authenticate and deliver any such Bonds
which shall have been previously signed and delivered by the officers of the Company to the
Trustee for authentication, and any such Bonds which such Successor Corporation shall
thereafter, in accordance with the provisions of the Indenture, cause to be executed and delivered
to the Trustee for authentication. All the Bonds so issued shall in all respects have the same legal
right and security as the Bonds theretofore issued in accordance with the terms of the Indenture
as though all.of said Bonds had been authenticated and delivered at the date of the execution

-hereof; prowded that as a condition precedent to the execution by a Successor Corporation and

the authentication and delivery by the Trustee of any such additional Bonds in respect of the
construction. or acquisition by the Successor Corporation of Permanent Additions, the indenture
with the Trustee to be executed and caused to be recorded by the Successor Corporation, as
provided in this Section 13.02, shell contain a conveyance or transfer and mortgage in terms
sufficient to include such Permanent Additions; and provided further that the Lien of the
Indenture or of the indenture so created and to be executed by such Successor Corporation shall
have similar force, effect and standing as the Lien of the Indenture would have if the Company
had not been consolidated with or merged into such other corporation or had not conveyed or
transferred, subject to the Indenture, all the mortgaged and pledged property as an ‘entirety, as
aforesaid, to such Successor Corporation, and had itself acquired or constructed such Permanent
Additions, and requeésted the authentication and- dehvery of Bonds under the provisions of the
Indenture
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Until a Completed Default shall occur and be continuing and subject to the provisions of

- Section 14.01 hereof, the Trustee may receive an Opinion of Counsel as conclusive evidence that

any such indenture complies with the foregoing conditions and provisions of this Section 13.02.

- Section 13.03. If the Company, pursuant to Section 13.01, shall be consolidated with or
merged into any other corporation, or shall convey or transfer, subject to the Indenture, all or
substantially all of the mortgaged and pledged property as an entirety as aforesaid, neither the
Indenture nor the indenture with the Trustee-to be executed and caused to be recorded by the
Successor Corporation as provided in Section 13.02, shall, unless such laiter indenture shail
otherwise provide (anything in the Indenture contained to the contrary notwithstanding), become
or be a lien upon any of the properties or franchises of the Successor Corporation except those
acquired by it from the Company, and extensions and additions appurtenant to the property
acquired from the Company, and such franchises, repairs and additional property as may be
acquired by the Successor Corporation in pursuance of the covenants herein contained to
maintain, renew and preserve the franchises covered by the Indenture and to keep and maintain
the mortgaged and pledged property obtained from the Company in adequate repair, working

~ order and condition.

Section 13.04. At any time prior to the exercise of any power reserved by this Article
XTI for the Company or a purchasing or Successor Corporation, the Company may surrender
any such power by delivery to the Trustee of a written instrument executed by an Authorized
Officer stating that the execution of such instrument was duly authorized by its Board of
Directors. Upon such delivery, the power so surrendered shall cease.

ARTICLE X1V

THE TRUSTEE
Section 14.01. (2) Except during the continuance of a Completed Default:

‘ (1) the Trustee undertakes to perform such duties and only such duties
es are specifically set forth in the Indenture, and no implied covenants or obligations shall
be read into the Indenture against the Trustee; and -

(2) in the absence of bad faith on its part, the Trustee may
conclusively rely, as to the truth of the statements and the correctness of the opinions
expressed therein, upon certificates or opinions furnished to the Trustee which conform
to the requirements of the Indenture; but in the case of any such certificate or opinion
which by any provision hereof is specifically required to be furnished to the Trustee, the
Trustee- shall be under a duty to examine the same to determine Wwhether or not it
conforms to the requirements of the Indenture. '

(b) . If a Completed Default has occurred and is continuing, the Trustee shall
exercise the rights and powers vested in it by the Indenture and use the same degree of care and
skill in their exercise as a prudent man Would exercise or use, under the cucums‘cances in the
conduct of his own affairs.
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: (c) No.proﬁsion of the Indenture shall be construed to relieve the Trustee
from liability for its own negligent action, its own negligent failure to act, or its own willful
misconduct, except that:

(1).  this subsection (c) shall not be construed to limit the effect of
subsection (&) of this Section 14.01;

(2)  the Trustee sha]l not be liable for any error of Judgment made in
good faith by a Respons1b1:, Officer, unless it shall be proved that the Trustee was
- negligent in ascertaining the pertinent facts; 4

(3)  the Trustee shall not be liable with respect to any action taken or
omitted to be taken by it in good faith in accordance with the direction of the Holders of a
majority in principal amount of the Ouistanding Bonds relating to the time, method and
place of conducting any proceeding for any remedy available to the Trustee, or for
exercising any trust or power conferred upon the Trustee; and

(4)  no provision of the Indenture shall require the Trustee to expend or
risk its own funds or otherwise incur any financial liability in the performance of any of
its duties or in the exercise of any of its rights or powers if it shall have reasonable
grounds for believing that repayment of such funds or adequate indemnity against such
risk or liability is not reasonably assured to it.

(d)  the Trustee shall use reasonable care in the selection or approval of any
Engineer, appraiser or other expert, counsel or Accountant required to be selected or approved by
the Trustee.

: (e) every provision of the Indenture relating to the conduct or affecting the
liability of or affording protection to the Trustee shall be subject to the provisions of this Section
14.01.

Section 14.02. Within 90 days after the occurrence of any Default, the Trustee shall
transmit notice of such Defauit, unless such Default shall have been cured or waived, to the
Bondholders in the manner and to the extent provided in subsection (c) of Section 14.18;
provided that (except in the case of a Default in the payment of the principal of, premium, if any,
or interest on any Bond or in the payment of any sinking fimd installment), the Trustee shall be
protected in withholding such notice if and so long as its board of directors, its executive
committee or a trust committee of its board of directors or Responsible Officers of the Trustee in

" good faith determine that the withholding of such notice is in the interests of the Bondholders,

and provided that in the case of any Default of the character specified in subsection (e) of

‘Section 11.01, no such notice to Bondholders shall be given until at least 90 days after the

OCCUrTENnce thereof
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Section 14.03. Except as otherwise provided in Section 14.01:

. (a)  the Trustee may rely, and shall be protected in acting or refraining from
acting, upon any resolution, certificate, statement, msirument, opinion, teport, notice, request, -
direction, consent, order, bond, debenfure, coupon or other paper or document believed by it to

" be genuine and to have been signed or presented by the proper party;

"(b)  any request or direction of the Company mentioned herein shall be
sufficiently evidenced by a Company Request or Company Order and any Iesolutlon of the
Board of Directors may be sufficiently evidenced by a Resolution;

(9 whenever in the administration of the Indenture the Trustee shall deem it
desirable that a matter be proved or established prior to taking, permitting or omitting any action,
the Trustee (unless other evidence be specifically prescribed herein) may, in the absence of bad
faith on its part, rely upon an Officer’s Certificate;

(d)  the Trustee may consult with counsel .and the -written advice of such
counsel or any Opinion of Counsel shall be full and complete authorization and protection in
respect of any action taken, permitted or omitted by the. Trustee in good faith and in rehance
thereon;

(e)  the Trustee shall be under no obligation to exercise any of the rights or
powers vested in it by the Indenture at the request or direction of any of the Bondholders, unless
such Bondholders shall have offered to the Trustee reasonable security or indemnity against the
costs, expenses and liabilities which might be incurred by the Trustee in compliance with such
request or direction;

@ the Trustee shall not be bound to make any investigation into the facts or
matters stated in any resolution, certificate, statement, instrument, opimion, report, notice,
request, direction, consent, order, bond, debenture, coupon or other paper or document but the
Trustee, in its discretion, may make such further inquiry or investigation.into such facts or

matters as it may see fit. If the Trustee shall make such further inquiry or investigation, it shall be
entitled to examine the books, records and premises of the Company, personally or by agent or

attorney;

(g)  the Trustee may execute any of the trusts or powers or perform any duties
hereunder either directly or by or through agents or attormeys and the Trustee shall not be
responsible for any misconduct or negligence on the part of any agent or attorney appointed with
due care by it hereunder; and

(h)  the Trustee shall not be personally llable in case of entry by it upon the |
mortgaged and pledged property, for debts contracted or liabilities or damages incurred in the

- management or operation of the mortgaged and pledged property.

: " Section 14.04. The recitals contained herein and in the Bonds, except the certificate -of
authentication on the Bonds, shall be taken as the statements of the Company, and the Trustee -
assumes no responsibility for their correctness. The Trustee makes no representations as to the
value or condition of the mortgaged and pledged property or any part thereof, or as to the title of
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" 'the Company thereto- or as to the security afforded thereby or hereby, or as to the validity or

genuineness of any securities at any time pledged and deposited with the Trustee hereunder, or as
to the validity or sufficiency of the Indenture or of the Bonds. The Trustee shall not be
accountable for the use or application by the Company of Bonds or the proceeds thereof or of
any money paid to the Company upon Company Order.

Section 14.05. The Trustee, any Paying Agent, Bond Registrar, Authentlcabng Agent or
any other agent of the Cc_)mpany, its individual or any other capacity, may become the owner,
or pledgee of Bonds and, subject to Sections 14.08 and 14.13, if operative, may otherwise deal
with the Company with the same rights it would have if it were not Trustee, Paying Agent, Bond
Registrar, Authenticating Agent or such other agent.

Section 14.06. Money held by the Trustee in trust hereunder need not be segregated from
other funds except to the extent provided herein or requested by the Company -or required by
law. The Trustee shall be under no lizbility for interest on any money received by it hereunder
except as provided elsewhere herein and except as otherwise agreed with the Company.

Section 14.07. The Company agrees:

(&)  to pay to the Trustee reasonable compensation for all services rendered by
it hereunder (which compensation shall not be limited by any provision of law in regard to the
compensation of a frustee of an express trust);

(b)  except as otherwise provided herein, to reimburse the Trustee upon its
request for all reasonable expenses, disbursements and advances incurred or made by the Trustee
in accordance with the Indenture (including the reasonable compensation and the expenses and
disbursements of its agents and counsel) except any such expense, disbursement or advance as
may be attributable to the Trustee’s negligence or bad faith;

(c) to indemnify the Trustee for, and to hold it harmless against, any loss,
liability or expense incurred without negligence or bad faith on its part, arising out of or in

" connection with the acceptance or administration of this trust; including the costs and expenses

of defending itself against any claim or liability in connection with the exercise or performance
of any of its powers or duties hereunder; and :

_(d)  that all such payments and reimbursements may include interest accruing

from the date such payments and reimbursements are billed by the Trustee, unless paid by the - .

Company on or before a subsequent due date established by such billing.

" AS security for the performemce of the obligations of the Company under this Section
14.07, the Trustee shall be secured under the Indenture by a lien prior to the Bonds, and for the
payment of such compensation, expenses, reimbursements and indemnity the Trustee shall have

~ the right to use and apply any moneys held by it under the lndenture as part of the mortgaged and

pledged property.

Section 14.08. If the Trustee shall have or acquire any conflicting interest within the -
meaning of the Trust Indenture Act, it shall either eliminate such conflicting interest or resign to
the extent; in the manner and with the effect, and subject to the conditions, provided in the Trust
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Indenture Act and this Indenture For purposes of Sectlon 310(b)(1) of the Trust Indenture Act
and to the extent permlﬁed thereby, the Trustee, in its capacity as trustee in respect of the Bonds
of any series, shall not be deemed to have a conflicting interest arising from'its capacity as

trustee in respect of the Bonds of any other series.

Section 14.09. There shall be at all times a Trustee which shall be a corporation
organized and doing business under the laws of the United States of America or of any state
thereof or a. corporation or other Person permitted to act as Trustee by the Commission,
authorized under such laws to exercise corporate trust powers, having a combined capital and
surplus of at least $5,000,000, and subject to supervision or examination by federal or state
authority. If such corporation publishes reports of condition at least annually, pursuant to law or
to the requirements of such supervising or examining authority, then for the purposes of this
Section 14.09, the combined capital and surplus of such corporation shall be deemed to be its
combined capital and surplus as set forth in its most recent report of condition so published.

No obligor under the Bonds or Person directly or indirectly controlling, controlled by, or

under common control with such obligor shall serve as Trustee.

If at any time the Trustee shall cease to be eligible in accordance with the provisions of
this Section 14.09, it shall resign Jmmedlately in the manner and with the effect specified in this
Article XIV.

Section 14.10. (a) No resignation of removal of the Trustee and no appointment of a
successor Trustee shall become effective until the acceptance of appointment by the successor
Trustee under Section 14.11.

()  The Trustee may resign at any time by giving written notice to the
Company. If an executed instrument of acceptance by a successor Trustee shall not have been
delivered to the Trustee within 30 days after the giving of such notice of resignation, the
resigning Trustee may petition any court of competent jurisdiction for the appointment of a
successor Trustee.

(c) The Trustee may be removed at any time by the Holders of a majority in
principal amount of the Outstanding Bonds.

(@  Ifat any time: .

: (1)  the Trustee, after this Indenture has been qualified under the Trust
Indenmre Act, shall fail-to comply with subsection (2) of Section 14.08 after written
request therefor by the Company or by any Bondholder who has been a bona fide Holder
of a Bond for at least six months; -or

(2)  the Trustee shall cease to be eligible pursuant to Section 14.09 and
- shall fail to resign after written request therefor by the Company or by any such‘
. Bondholder; or -

) (3) (A) the Trustee shall become incapable of acting; or (B) the
, Trustee shall be adjudged a bankrupt or insolvent; or (C) a receiver for the Tmstee or of -
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its property shall be appointed; or (D) any public officer shall take charge or control of
the Trustee or of its property .or affairs for the purpose of rehabilitation, conservation or
liquidation;

then, (i) the Company by Resolution may remove the Trustee, or (ii) subject to subsection (b) of
Section 11.15, any Bondholder who has been a bona fide Holder of a Bond for at least six
months may (on behalf of himself and all others similarly situated), petition any court of
competent jurisdiction for the removal of the Trustee and the appointment of a successor Trustee.

(¢)  Ifthe Trustee shall resign, be removed or become incapable of acting, or if .
a vacancy shall occur in the office of Trustee for any cause, the Company, by Resolution, shall
promptly appoint a successor Trustee. If all or substantially all of the mortgaged and pledged
property shall be in the possession of a lawfully appointed receiver or trustee, such receiver or
trustee, by written instrument, may similarly appoint a successor Trustee to fill such vacancy
until a new Trustee shall be so appointed by the Bondholders. If, within one year after such
resignation, removal, incapability or the occurrence of such vacancy, a successor Trustee shall be
appointed by the Holders of a majority in principal amount of the Outstanding Bonds, the
successor Trustee so appointed shall, forthwith upon its acceptance of such appointment, become -
the successor Trustee and supersede the successor Trustee appointed by the Company or by such
receiver or trustee. If no successor Trustee shall have been so appointed by the Company or the
Bondholders and accepted appointment as hereinafter provided, then, subject to subsection (b) of
Section 11.15, any Bondholder who has been a bona fide Holder of a Bond for at least six
months may, on behalf of himself and all others similarly situated, petition any court of
competent jurisdiction for the appointment of a successor Trustee.

63) The Company shall give written notice of each resignation and each
removal of the Trustee and each appointment of a successor Trustee by first-class mail, postage
prepaid, to the Bondholders as their names and addresses appear in the Bond Register. Each
notice shall include the name of the successor Trustee and the address of its principal corporate
trust office. : ' :

Section 14.11. Every successor Trustee shall execute, acknowledge and deliver to the
Company and to the retiring Trustee an instrument accepting such appointment and thereupon
the resignation or removal of the retiring Trustee shall become effective. Such successor Trustee,
without any further act, deed or conveyance, shall become vested with all the estates, properties,
rights, powers, trusts and duties of the retiring Trustee, On request of the Company or the
successor Trustee, such retiring Trustee shall, upon payment by the Company to the retiring
Trustee for its charges, execute and deliver an instrument conveying and tramsferring to such
successor Trustee upon the trusts herein expressed all the estates, properties, rights, powers and
trusts of the retiring Trustee, and shall duly assign, transfer and deliver to such successor Trustee
all propérty and money held hereunder by such retiring Trustee, subject nevertheless to the
Trustee’s lien, if any, provided for in Section 14.07. Upon request of any such successor Trustee,
the Company shall execute any and all instruments for more fully and certainly vesting in and
confirming to such successor Trustee all such estates, properties, rights, powers and trusts.

No successor Trustee shall accept its appointment unless at the time of such acceptance
such successor Trustee shall be qualified and ehglble under this Artlcle XIv. '
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Section 14.12. Any corporation into which the Trustee may be merged or converted or
with which it may be consolidated, or any corporation resulting from any merger, conversion or
consolidation to which the Trustee shall be a party, or any corporation succeeding to all or
substantially all of the corporate trust business of the Trustee, shall be the successor of the.
Trustee, provided ‘that such corporation shall be otherwise qualified and eligible under this
Article XTIV, without the execution or filing of any paper or any further act on the part of any of
the partles hereto.

If any Bonds shall have been authenticated, but not delivered, by the Trustee then in |
office, any successor to such authenticating Trustee (by merger, conversion or consolidation)
may adopt such authentication and deliver the Bonds so authenticated with the same effect as if
such successor Trustee had authenticated such Bonds.

Section 14.13. 1f the Trustee shall be or become a creditor of the Company or any other
obligor upon the Bonds (other than by reason of a relationship described in Section 311(b) of the
Trust Indenture Act), the Trustee shall be subject to any and all applicable provisions of the Trust
Indenture Act regarding the collection of claims against the Company or such other obligor. For
purposes of Section 311(b) of the Trust Indenture Act:

ta) ~ the term “cash transaction” means any transaction in which full payment
for goods or securities sold is made within seven days after delivery of the goods or securities in
currency or in checks or other orders drawn upon banks or bankers and payable upon demand;
and -

(b)  the term “self-liquidating paper” means any draft, bill of exchange,
acceptance or obligation which is made, drawn, negotiated or incurred by the Company for the
purpose of financing the purchase, processing, manufacturing, shipment, storage or sale of
goods, wares or merchandise and which is secured by documents evidencing title to; possession
of, or a lien wupon, the goods, wares or merchandise or the receivables or proceeds arising from
the sale of the goods, wares or merchandise previously constituting the security, provided the
security is received by the Trustee simultaneously with the creation of the creditor relationship
with the Company arising from the meaking, drawing, negotiating or incurring of the draft, bill of
exchange, acceptance or obligation.

Section 14.14. For the purpose of meeting the legal requirements of any jurisdiction in
which any of the mortgaged and pledged property may at the time be located, the Company and
the Trustee shall have power to appoint and, upon the written request of the Trustee or of the
Holders of at least 25% in principal amount of the Bonds Outstanding, the Company shall join
with the Trustee in the execution, delivery and performance of all instruments and agreements
necessary or proper to appoint, one or more Persons approved by the Trustee either to act jointly
with the Trustee as co-trustee of all or any part of the mortgaged and pledged property, or to act
as separate trustee of any such property, in either case with such powers as may be provided in
the instrument of appointment, and to vest in such Person in the capacity aforesaid, any property,
title, right or power deemed necessary or desirable, subject to the other provisions of this Section

 14.14. If the Company does not join in such appomtment within 15 days after the receipt by it of

a request so to do, or if a Completed Default has occurred ‘and is continuing, the Trustee -alone
shall have power to make such appointment.
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Should any written instrument from the Company be required by any such co-trustee or
separate trustee for more fully confirming to such co-trustee or separate trustee such property,
title, right or power, then on request, it shall be executed, acknowledged and delivered by the
Company. '

Every co-trustee or separate trustee shall, to the ektent pemmitted by law, but to such
extent only be appointed subj ect to the following terms:

(&) - The Bonds shall be authenticated and delivered, and all rights, powers,
duties and obligations hereunder in respect of the custody of securities, cash and other personal
property held by, or required to be deposited or pledged with, the Trustee, shall be exercised
solely by the Trustee.

" (b)  The rghts, powers, duties and obligations hereby conferred or imposed
upon the Trustee in respect of any property covered by such appointment shall be conferred or
imposed upon and exercised or performed by the Trustee or by the Trustee and such co-trustee or
separate trustee jointly, as shall be provided in the instrument appointing such co-trustee or
separate trustee, except to the extent that under any law of any jurisdiction in which any
particular act is to be performed, the Trustee shall be incompetent or unqualified to perform such
act, in which event such rights, powers, duties and obligations shall be exercised and performed
by such co-trustee or separate trustee.

(c)  The Trustee at any time by a written instrument executed by it, and with

‘the concurrence of the Company evidenced by a Resolution, may accept the resignation of or

remove any co-trustee or separate trustee appointed under this Section 14.14. If a Completed

" Default has occurred and is continuing, the Trustee, by a written instrument executed by it, shall

have power to accept the resignation of, er remove, any such co-trustee or separate trustee
without the concurrence of the Company. Upon the written request of the Trustee, the Company
shall join with the Trustee in the execution, delivery and performance of all instruments and
agreements necessary or proper to-effect any such resignation or removal. A successor to any
co-trustee or separate trustee-so resigned or removed may be appointed in the manner provided
in this Section 14.14.

(d) No co-trustee or separate trustee hereunder shall be personally liable by
reason of any act or omission of the Trustee] or any other such trustee.

(¢)  Any act of Bondholders delivered to the Trustee shall be. deemed to have
been delivered to each such co-trustee and separate trustee.

e

Section 14.15. The Trustee shall, upon receipt of a Company Request, promptly appoint

an Authenticating Agent with power to act on its behalf and subject to its direction in the

authentication and delivery of the Bonds of each series designated for such authentication by the
Company and such appointment shall contain provisions for such authentication in connection
with transfers.and exchanges under Sections 2.10, 2.11, 2.14, 8.02 and 13.02 or otherwise, as
though the Authentlcatmg Agent had been expressly authorized by those Sections or otherwise to
authenticate’ and deliver Bonds of such series. For all purposes of the Indenture, the

. authentication and delivery of Bonds by the Authenticating Agent pursuant to this Section 14.15
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shall be deemed to be the authentication and dehvery of Bonds by the Trustee. Such
Authenticating Agent shall at all times be a corporate bank or trust company organized and doing
business under the laws of the United States or of any of its states, have a combined capital and
surplus of at least $5,000,000, be authorized under such laws to exercise corporate trust powers
and be subject to supervision or examination by federal or state authority. If such corporation
publishes reports of condition at least annually pursuant to law or the requirements of such
authority, then for the purposes of this Section 14.15, the combined capital and surplus of such
corporation shall be deemed to be its combined. capltal and surplus as set forth in its most recent
published report of condition.

Any corporation into which any Authenticating Agent may be merged or converted or
with which it may be consolidated, or any cqrporation resulting from any merger, consolidation
or conversion to which any Authenticating Agent shall be a party, or any corporation succeeding
to the corporate trust business of any Authentlcatmg Agent, shall be the successor of the
Authenticating Agent, if such successor corporation is otherwise ehglble under this Section
14.15, without the execution or filing of any paper or further act on the part of the parties hereto,
the Authenticating Agent or such successor corporation.

Any Authenticating Agent may at any time resign by giving written notice of resignation
to the Trustee and the Company. The Trustee may at any time and, upon Company Request,
shall terminate the agency of any Authenticating Agent by giving written notice of termination to
such Authenticating Agent and the Company. Upon receiving such a notice of resignation or
upon such a termination, or in case at any time any Authenticating Agent shall cease to be
eligible under this Section 14.15, the Trustee, unless otherwise requested in writing by the
Company, shall promptly appoint a successor Authenticating Agent, shall give written notice of
such appointment to the Company and shall mail notice of such appointment to all Bondholders
of the applicable series as the names and addresses of such Bondholders appear on the Bond
Register.

The Trustee agrees to pay reasonable compensation to any Authenticating Agent for its
services and the Trustee shall be entitled to be reimbursed by the Company for such payments,
subject to Section 14.07. The provisions of Sections 12.03, 14.04 and 14.05 shall be applicable
to any Authenticating Agent.

Section 14.16. Except as herein otherwise provided, any notice or demand which by any
provision of the Indenture is required or permitted to be given or served by the Trustee on the
Company shall be deemed to have been sufficiently given and served, by being deposited,
postage prepaid, in a post office letter box, addressed (until another address is filed by the
Company with the Trustee) as-follows: to Kentucky Utilities Company, One Quality Street,
Lexington, Kentucky 40507, Attention: Secretary or to the most recent address which shall have
been filed by the Company with the Trustee.

The Trustee shall promptly notify the Company in writing of any change of address of
the Trustee’s principal corporate trust office. Upon receipt of such notice, the Company shall
give written notice of each such change of address by first-class mail, postage prepald1 to the
Bondholders s their names and addresses appear in the Bond Register.
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Section 14.17. (a) The Trustee shall preserve, in as current a form as is reasonably
practicable, all informiation as to the names and addresses of the Bondholders furnished to it as
provided in Section 7.14 or received by it in the capacity of Paying Agent or Bond Registrar or
filed with it by Bondholders pursuant to paragraph (2) of subsection (c) of Section 14.18,
provided that the Trustee may: (1) destroy any statement furnished to it as provided in Section
7.14, upon receipt of a riew statement so furnished to it in substitution therefor, (2) destroy any
information received by it as Paying Agent upon delivery to itself as Trustee, not earlier than 45
days after an Interest Payment Date, of a statement containing the names and addresses of the
Bondholders obtained from such information since the delivery of the next previous statement, if
any, (3) destroy any statement delivered to itself as Trustee which was compiled from
information received by it as Paying Agent upon the receipt of a new statement so delivered and

- (4) destroy any information received by it from any Bondholder pursuant to paragraph (2) of

subsection (c) of Section 14.18, but not until two years after receipt by the Trustee of such
information. :

() In case three or more Bondholders (hereinafter in this Section 14.17
referred to as “Applicants™) apply in writing to the Trustee,-and furnish to the Trustee reasonable
proof that each such Applicant has owned a Bond for at least six months preceding the date of
such application, and such application states that the Applicants desire to communicate with the
other Bondholders with respect to their rights under the Indenture or under the Bonds, and each
such application 1s accompanied by a copy of the form of proxy or other communication which
such Applicants propose to transmit, then the Trustee shall, within five Business Days after the
receipt of such application at'its election, either:

() afford to such Applicants access to the information preserved at the
time by the Trustee in accordance with the provisions of subsection (a) of this Section
14.17; or

(2)  inform such Applicants with the approximate number of
Bondholders whose names and addresses appear in the information preserved at the time
by the Trustee, in accordance with the provisions of subsection (a) of this Section 14.17,
and the approximate cost of mailing to such Bondholders the form of proxy or other

" communication, if any, specified in such application.

If the Trustee shall elect not to-afford to such Applicants access to such information, the

~ Trustee shall, upon the written request of such Applicants, mail to eacki Bondholder whose name

and address appears in the information preserved at the time by the Trustee in accordance with
the provisions of subsection (a) of this Section 14.17, copies of the form of proxy or other
communication which is specified in such request, with reasonable promptness after a tender to
the Trustée of the materials to be mailed and of payment or provision for the payment of the
reasonable expernses of mailing, unless within five days after such tender the Trustee shall mail
to such Applicants, and file, if required, with the Commission together with a copy of the
material to be mailed, a written statement to the effect that, in the opinion of the Trustee, such
mailing would be contrary to the best interests of the Bondholders, or would be in violation of
applicable law. Such written statement shall specify the basis of such opinion. After opportunity
for hearing upon the ‘objections specified in any written statements so filed, the Commission
may, and if demanded by the Trustee or such Applicants shall, enter an order either sustaining
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one or more of such objections or refusing to sustain any of them. The Commission, after
opportunity for a hearing upon the objections specified in any written statement so filed, may
enter an order refusing to sustain any of such objections or, after the entry of an order sustaining
one or more of such objections, the Commission may find, after notice'and opportunity for a
hearing, that all the objections so sustained have been met and shall enter an order so declaring.
If the Commission refuses to sustain the objections, or the objections so sustained have been met,
the Trustee shall mail copies of such material to all such Bondholders with reasonable
promptness after the entry of such order and the renewal of such tender; otherwise the Trustee
shall be relieved of any obligations or duty respecting such application.

(c) The Trustee shall not be held accountahle by reason of the mailing of any
material pursuant to any request macde under subsection (b) of this Section 14.17.

Section 14.18. (a) Within 60 days after each May 135, the Trustee shall transmit to the
Bondholders (as specified in subsection (¢) of this Section 14.18) a briéf report, dated not more
than 60 days prior to such transmission, with respect to any of the following events which have
occurred within the pervious 12 months (but if no such event has occurred within such period no
report need be transmitted):

(1) any change to the eligibility and the qualifications of the Trustee
under Sections 14.08 and 14.09;

(2) the creation of any material change to a relationship specified in
paragraphs (1) through (10) of Section 310(b) of the Trust Indenture Act;

(3) the character and amount of any advances (and, if the Trustee’
elects so to state, the circumstances surrounding the making thereof) made by the Trustee
in its capacity as Trustee which remain unpaid on the date of such.-report, and for the
reimbursement of which it claims or may claim a lien or charge, prior to that of the
Bonds, on the mortgaged and pledged property (including property or funds held or
collected by it as Trustee) if such remaining unpaid advances aggregate more than 1/2%
of the principal amount of the Bonds Outstanding on the date of the report;

(4) any change to the amount, interest rate, and maturity date of all
other indebtedness owing by the Company to the Trustee in its individual capacity on the
date of the report, with a brief description of any property held as collateral security

-therefor, but excluding any indebtedness based upon a creditor relationship arising in any
manner described in paragraphs (2), (3), (4) or (6) of subsection (b) of Section 311 of the
Trust Indenture Act;

(5) any chmge to the property and funds physically in the possessmn
of the Trustee, in its capacity as Trustee, on the date of such report; -

(6) any release, or release and substi‘mtion, of property subject to the

Lien of the Indenture (and the consideration therefor, if any) which the Trustee has not
previously reported;
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@) any additional issue of Bonds which the Trustee has not reported
previously; and ‘

® any action taken by the Trustee in the performance of its duties

. under the Indenture which it has not previously reported and which in its opinion

Bonds.

materially affects the Bonds or the mortgaged and pledged property, except for action
related to a Default, notice of which has been or is to be W1thheld by the Trustee in
accordance with the provisions of Section 14.02.

For purposes of this subsection (a), the term “Company” means any obligor under the

(b)  The Trustee shall transmit to the Bondholders as hereinafter provided, a

brief report with respect to:

) any release, or release and substitution, of property subject to the
Lien Hereof (and the consideration therefor, if any) unless the Fair Value of such
property, as set forth in the Engineer’s Certificate or Independent Engineer’s Certificate
delivered pursuant to the requirements of Section 9.03, is less than 10% of the principal
amount of Bonds Outstanding as stated in an Engineer’s Certificate or Accountant’s
Certificate, at the time of such release or such release and substitution; such report to be
transmitted within 90 days after such release or such release and substitution, except that
this paragraph (1) shall not require transmission of a separate report with respect to any
transaction which shall be reported, within 90 days after 1ts consummation, pursuant to
SubSCCT.lOIl (&) of this Section 14.18; and

2 the character and amount of any advances (and, if the Trustee
elects so to state, the circumstances surrounding the making thereof) made by the Trustee
since the date of the last report transmitted pursuant to the provisions of subsection (a) of
this Section 14.18 (or if no such report has yet been so transmitted, since the date of
execution of the Indenture), for the reimbursement of which the Trustee claims or may
claim a lien or charge, prior to that of the Bonds on the mortgaged and pledged property
(including property or funds held or collected by it as Trustee), and which it has not
previously reported pursuant to this paragraph (2), if such advances remaining unpaid, at
any time, aggregate more than 10% of the principal amount of Bonds Outstanding at such
time. Such report shall be transmitted within 90 days after such time.

(¢)  Reports, pursuant to this Section 14.18, shall be transmitted by mail:

(1)  to all Bondholders, as their names and addresses appear in the
Bond Register; :

(2)  to all Holders of Bonds that have, within two years preceding‘ such
trarismission, filed their names and addresses with the Trustee for -the purpose of
receiving such reports; and
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(3) - except in the case of reports pursuant to subsection (b) of this
Section 14.18, to each Bondholder whose name and address are preserved at the time by
the Trustee, as provided in subsection (a) of Section 14.17.

(d A copy of each report transmitted to Bond.holders under the requrrements
of subsections (a) or (b) of this Section 14.18 shall, at the time of such fransmission, be filed with
each stock exchange upon which the Bonds are then listed and, if required, with the Commission.

Section 14.19. Upon submission of any Application by the Company for the payment of
any moneys held by the Trustee, or for the execution by the Trustee of any release, or upon any
other Application submitted by the Company to the Trustee, or at any reasonable time, the
Trustee, or its agent or attorney shall be entitled to exa.mme the books, records and premises of
the Company. -

Unless satisfied, with or without such examination, of the truth and accuracy of the
matters stated in ‘any Resolution, certificate, statement, opinion, report or order required to be
delivered to the Trustee as a condition precedent to the granting of any Application, the Trustee
shall be under no obligation to grant such Application.

The reasonable expense of every such examination shall be paid by the Company or, if
paid -by the Trustee, shall be repaid by the Company upon demand, and may include interest
accruing from the date such expenses are billed by the Trustee unless paid by the Company on or
before a subsequent due date established by such billing. Until such repayment the Trustee shall
have the benefit of the Lien Hereof in priority to the Bonds.

Section 14.20. The Trustee is authorized to deposit, subject to recall, in trust for payment
of the principal of, premium, if any, and interest on any Bonds, with any Paying Agent appointed
by the Company for that purpose in accordance with the provisions of the Indenture (provided
that such Paying Agent shall be a corporation that is engaged in the business of banking or
exercising corporate trust powers, shall have a capital and surplus of not less than $5,000,000,
and shall be subject to supervision or examination by federal, state, or District of Columbia
authorities) such part of any moneys furnished to the Trustee for the purpose as shall, in the
opinion of the Trustee, be. neceslsary or desirable to provide for the payment by any such Paying
Agent of the principal of, prerhium, if any, or interest on any of the Bonds. The Trustee, subject
to Section 14.01, shall be relieved of responsibility for the safety and application of such moneys
while in the possession of the Paying Agent. In the event that past of such moneys is recalled by
the Trustee, it shall thereafter be held by the Trustee in trust as in the Indenture provided.
Pursuant to an agreement between the Company and the Trustee, the Trustee may credrt to the -
Company interest upon any such funds held by or deposited with the Trustee.

Section 14.21. Any notice, request or other writing, by or on behalf of the Bondholders,
delivered solely to the Trustee shall be deemed to have been delivered to all of the then trustees
as if delivered to each of them. Every instrument appointing any trustee or trustees, other than a
successor to the Trustee, shall refer to the Indenture and the conditions expressed in this Section
14.21. Upon acceptance in writing by such trustee or trustees, he, they or it shall be vested with
the rights, powers, estates or property specified in such instrument, either jointly with the Trustee
or separately, as may be provided therein, subject to all the trusts, conditions and provisions of

3
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the Indenture Every such instrument shall be filed with the Trustee in the trust. Any separate
trustee or trustees or any co-trustee or. co-trustees may at any time by an instrument in writing
appoint the Trustee, his, their or its agent, or attorney-in-fact, with full power and authority, to
the extent which may be authorized by law, to do all acts and things and exercise all discretion
authorized or permitted by him, them or it, for and on behalf of him, them or it, and in his, their
or its name. Any co-trustee may, as to the execution of releases or as to any action hereunder,
whether discretionary or otherwise, act by attorney-in-fact.

Section 14.22. In the case of any receivership, insolvency, bankfuptcy, or other judicial

- 'proceedings affecting the Company, its creditors, its property or any other obligor on the Bonds,

the Trustee shall be entitled to take the actions described in Section 11.04, without prejudice,
however, to the right of any Bondholder to file a claim on his own behalf.

‘Section 14.23. Whenever it is provided in the Indenture that the Trustee shall take any
action upon the happening of a specified event or upon the fulfillment of any condition or upon
the request of the Company or of Bondholders, the Trustee in taking such action shall have full
power to give any and all notices and to do any and all acts necessary and incidental to such
action.

Section 14.24. The Trustee shall execute a written instrument to confirm the existence of
a specific Permitted Encumbrance, upon receipt by the Trustee oft (i) a Resolution requesting
such written instrument and expressing any required opinions, (ii) an Officer’s Certificate stating
that no Defaunlt has occurred and is continuing, specifying the particular paragraph of the
definition of Permitted Encumbrances pursuant to which such written instrument is being
requested and stating that the requirements of such paragraph have been satisfied; and (iii) an
Opinion of Counsel stating that the subject of the Company’s request constitutes a Permitted
Encumbrance as described by such paragraph and that the execution by the Trustee of such
written instrument is appropriate to confirm the existence of such Permitted Encumbrance.

ARTICLE XV

DEFEASANCE.
Section 15.01. Whenever the following conditions shall exist, namely:

(@ all Bonds theretofore authenticated and delivered have been cancelled by
the Trustee or delivered to thé Trustee for cancellation, excluding:

(D Bonds for the payment of which money has been previously
deposited in trust with the Trustee or a Paying Agent or segregated and held in trust by
the Company, and thereafter such money was repa1d to the Company or discharged from
such trust as provided in Section 18.03,

(2)  Bonds alleged to have been destroyed, lost or stolen which have
been replaced as provided in Section 2.13, and

- (3)  Bonds, other than those referred to in the foregoing clauses (1) and
(2), for. whose payment or redemption (under arrangements satisfactory to the Trustee for
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the giving of notice of redemption by the Trustee in the name, and at the expense' of the
Company) the Company has deposited or caused to be dep051ted with the Trustee in trust
for the purpose any combination:

(i)  ofcashand

(i)  of Government Obligations (which shall not contain provisions
permitting the redemption thereof at the option’of. the issuer), maturing as to
principal and interest (without any regard to the reinvestment thereof) in such
amounts and at such times as will assure the availability of cash

that is necessary to pay and discharge the entire indebtedness on such Bonds for

" principal, premium, if any, and interest to the date of maturity thereof in the case of
Bonds which have become due and payable or to the Stated Maturity or Redemption Date
thereof, as the case may be;

(b)  the Company has paid or caused to be paid all other sums payable
hereunder by the Company; and

(c) the Company has delivered to the Trustee an Officer’s Certlﬁcate and an
Opinion of Counsel, each of which shall state that all conditions precedent relating to the
satisfaction and discharge of the Indenture have been complied with; then, upon Company
Request authorized by a Resolution, the Indenture and the Lien Hereof, and rights and interests
created hereby shall cease and become null and void (except as to any surviving rights of
conversion, transfer or exchange of Bonds herein or therein provided for) and the Trustee and
each co-trustee and separate trustee, if any, then acting as such, and at the expense of the
Company, shall execute and deliver a termination statement and such instruments of satisfaction
and discharge as may be necessary and pay, assign, transfer and deliver to the Company all cash,
securities and other personal property then held by it as part of the mortgaged and pledged

" property.

In the absence of a Company Request authorized by a Resolution as aforesaid, the
payment of all Outstanding Bonds shall not render the Indenture inoperative or prevent the
Company from issuing Bonds thereafter as hereig provided.

Notwithstanding the satisfaction and discharge of the Indenture, the obligations of the
Company to the Trustee under Section 14.07 shall survive.

Section 15.02. Moneys deposited with the Trustee pursuant to Section 15.01 shall not be
a part of the mortgaged and pledged property but shall constitute a separate trust fund for the
benefit of the Persons entitled thereto. Subject to the-provisions of Section 18.03, such moneys
shall be applied by the Trustee for payment (either directly or through any Paying Agent,
including the Company acting as its own Paying Agent, as the Trustee may determine) to the
Persons entitled thereto, of the principal, premium, if any, and interest for whose payment such
moneys have been deposited with the Trustee.
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ARTICLE XVI -
SUPPLEMENTAL TRUST INDENTURES;
MODIFICATION OF INDENTURE.

Section 16.01. Without the consent of the Holders of any Bonds, the Company, when
authorized by a Resolution, and the Trustee may enter into one or more Supplemental Trust
Indentures, in form satisfactory to the Trustee, for any of the following purposes:

(a) to correct or amplify the description of any property at any time subject to

. the Lien of the Indenture, or-to betier assure, convey and confirm unto the Trustee any property

subject or required to be subjected to the Lien of the Indenture, or to subject to the Lien of the -
Indenture, additional property; or

(b)  to close the Indenture against the issnance of additional Bonds or to add to

‘the conditions, limitations and restrictions on the authorized amount, terms or purposes of issue,

authentication and delivery of Bonds or of any series of Bonds, as set forth herein, or to add
additional conditions, limitations and restrictions to be observed thereafter; or

(c)  to create any series of Bonds and make such other provisions as provided
in Sections 2.01 and 2.02; or

(d)  tomodify or eliminate any of the terms of the Indenture; provided that: -

¢y) such Supplemental Trust Indenture shall expressly provide that any
such modifications or eliminations shall become effective only when there is no Bond
Outstanding of any series created prior to the execution of such Supplemental Trust
Indenture or when such modifications, or eliminations, are approved in accordance with
Section 16.02; and :

(2)  the Trustee may, in its discretion, decline to enter into any such
Supplemental Trust Indenture which, in its opinion, may not afford adequate protectlon to
the Trustee when the same becomes operative; or

(e) to evidence the succession of another corporation to the Company -
pursuant to Article XII and the assumption by any such Successor Corporation of the
Company’s covenants contained herein and in the Bonds; or

® to add to the covenants of the Company for the benefit of the Holders of
all or any series of Bonds or to surrender any right or power herein conferred upon the Company;
or : :

(g) = to cure any ambiguity, to correct or supplement any provision herein
which may be inconsistent with any other provision herein or to make any other provisions, with
respect to matters or questions arising under the Indenture, which shall not be inconsistent with
the provisions of the Indenture, provided that such action shall not have a material adverse -
impact on the security afforded by the Indenture; or
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(k) | to provide for alternative methods or for.ms for evidencing and recording
the ownership of Bonds and matters related thereto; or

@ to modify, eliminate or add to the prov151ons of the Indenture

(1) to such extent as shall Bé necessary to effect the qualification of the
Indenture under the Trust Indenture Act or under any similar federal statute hereafter
enacted, or

(2)  to conform with any amendments to the Trust Indenture- Act
enacted after the Date Hereof which would permit the provisions of the Indenture to be
less restrictive or which would offer the Company greater flexibility or to add to the
Indenture (A) such other provisions as may be expressly permitted by the Trust Indenture
Act, excluding, however, the provisions referred to in Section 316(a)(2) of the Trust
Indenture Act as in effect at the Date Hereof or (B) any corresponding provision in any
similar federal statute hereafter enacted; or '

(j) . to provide for the issuance of coupon Bonds and to permit the exchange of
Bonds from fully registered form to coupon form and vice versa; or

. &) to provide the terms and conditions of the exchange or conversion, at the
option of the Holders of the Bonds of any series, of the Bonds of such series for or into Bonds of
other series or stock or other securities of the Company or any other corporation; or

@ to reflect changes in generally accepted accounting principles; or

(m)  to provide for the joining of an individual trustee in order to comply with
any legal requirements respecting trustees under mortgages or deeds of trust of property in any
state in which the mortgaged and pledged property is or may be situated in the future. ’

Section 16.02. With the consent of the Holders of not less than a majority in principal
amount of the Bonds Qutstanding which are affected by such Supplemental Trust Indenture, the -
Company, when authorized by a Resolution, and the Trustee may enter into a Supplemental
Trust Indenture for the purpose of (i) adding any provisions to or changing in any manner or
eliminating any of the provisions of the Indenture, (ii) modifying in any manner the rights of the
Holders of the Bonds under the Tndenture, or (iii) before any sale of any of the mortgaged and
pledged property has been made under Article XI or any judgment or decree for payment of
money due has been obtained by the Trustee under Article X1, waiving any Completed Default
and its consequences; provided that without the consent of the Holder of each Outstanding Bond

‘affected thereby, no such Supplemental Trust Indenture shall:

(a) change the Stated Maturity of the principal of, or any installment of
interest on, any Bond, or reduce the principal amount thereof or the interest thereon or any
premium. payable upon the redemption thereof, or change the coin or currency in ‘which any
Bond, or the interest thereor, is payable, or impair the right to institute suit for the enforcement

-of any such payment on or after the Stated Maturity thereof (or, in the case of redemp’uon on. or

after the Redemption Date); or
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(b)  reduce the percentage in principal amount of the Outstandmg Bonds, the .
consent of whose Holders is required for (1) any Supplemental Trust Indenture or (2) any waiver

| provided for in the Indenture of compliance with certain provisions of the Indenture or certain

Completed Defauits hereunder and thelr CONnSequences; or

(©) modify any of the provisions of this Section 16.02 except to increase any
percentage provided thereby or to provide that certain other provisions of the Indenture cannot be
modJﬂed or waived without the consent of the Holder of each Bond affected thereby; or

(d) modlfy in the case of the Bonds of any series convertible into other

securities, any of the provisions of the Indenture in such manner as to affect the conversmn rights
of the Holders of such Bonds; or

(¢)  permit the creation or existence of any Prior Lien with respect to more
than 50% of the sum of (1) Depreciable Property and (i) Land after giving effect to the creation
of such Prior Lien and the acquisition by the Company of the property subject to such Prior Lien,

‘or terminate the Lien of the Indenture on more than 50% of the sum of (i) Deprec1able Property

and (i) Land; or

6] modify, in the case of Bonds of any series for which a mandatory sinking
fund is provided, any of the provisions of the Indenture in such manner as to affect the rights of
the Holders of such Bonds to the benefits of such sinking fund.

The Trustee may, in its discretion, determine whether or not any Bonds would be affected
by any Supplemental Trust Indenture. Any such determination shall be conclusive upon the
Holders of all Bonds, whether theretofore or thereafter authenticated and delivered. Subject to
Section-14.01, the Trustee shall not be liable for any such determination made in good faith.

It shall not be necessary for any Bondholders under this Section 16.02 to approve the
particular form of any proposed Supplemental Trust Indenture, but it shall be sufficient if they
shall approve the substance thereof.

Section 16.03. ITn executing, or accepting the additional trusts created by, any
Supplemental Trust Indenture permitted by this Article XVI or the modification thereby of the
trusts created by the Indenture, the Trustee shall be entitled to receive, and, subject to Section
14.01, shall be fully protected in relying upon an Opinion of Counsel stating that the execution of
such Supplemental Trust Indenture is authorized or permitted by the Indenture. The Trustee may,
but except to the extent required in the case of a Supplemental Trust Indenture entered into under
subsection (i) of Section 16.01, shall not be obligated to enter into any such Supplemental Trust

Indenture which affects the Trustee s own rights, duttes or immunities under the Indenture or
- otherwise. . ,

Section 16.04. Upon the execution of any Supplemental Trust Indenture pursuant to this
Article XVI, the Indenture shall be modified in accordance therewith and such Supplemental

- Trust Indenture shall form a part of the Indenture for all purposes; and every Holder of Bonds -

theretofore or thereafter authenticated and delivered hereunder shall be bound thereby.
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Section 16.05. No Supplemental- Trust Indenture pursnant to this Article XVI shall be
entered into pursuant to any authorization contained in the Indenture which shall not comply

. with the provisions of the Trust Indenture Act as then in effect- (if and to the extent such Trust

Indenture Act is thén applicable to the Indenture) unless no Bonds are then Qutstanding and all
Bonds to be issued under the Indenture as supplemented by such Supplemental Trust Indenture
either shall be themselves exempt from the prov151ons of the Trust Indenture Act or shall be
issued in a transaction exempt therefrom.

Secfion 16.06. Bonds authenticated and delivered after the execution of any
Supplemental Trust Indenture pursuant to this Article XVI may, and if required by the Trustee
shall, bear a notation in form approved by the Trustee as to any matter provided for in such
Supplemental Trust Indenture. If the Company shall so determine, new Bonds modified to
conform, in the opinion of the Trustee and the Board of Directors, to any such Supplemental
Trust Indenture may be prepared and executed by the Company and authenticated and delivered
by the Trustee in exchange for Outstanding Bonds.

ARTICLE XVII

IMMUNITY OF STOCKHOLDERS,
OFFICERS AND DIRECTORS.

No recourse under or upon any obligation, covenant or agreement contained in the
Indenture or in any Bond, or under or upon any indebtedness hereby secured, or because of the
creation of any indebtedness hereby secured, shall be available against any incorporator or past,
present, or future stockholder, officer, employee, agent or director of the Company, or of zny
predecessor or successor company. or companies, or of any company or companies which may
assume or guarantee the payment of the principal of or interest on any of the Bonds, either
directly or through the Company by the enforcement of any assessment, or through any receiver,
or assignee, or through any trustee in bankruptcy or by any other legal or equitable proceedings,
whether for amounts unpaid on stock subscriptions or for stock liability or any other hability or
penalty, or on the ground of any representation, implication or inference, arising from or
concerning the capitalization of the Company, or of any predecessor, assignee, grantee, or

. successor company or companies, or otherwise, and whether by wirtue of any statute,

constitution, contract, express or implied, rule of Iaw, or otherwise; it being expréssly agreed and
understood that the Indenture and the obligations hereby secured are solely corporate obligations,
and that no personal liability whatever shall attach to, or be incurred by the incorporators or past,
present or fiture stockholders, officers or directors of the Company, or of any predecessor or

. SUCCESSOr . company or companies, or of any company which may assume or guarantee the

payment of the principal of or interest on any of the Bonds because of the incurring of the

" indebtedness hereby authorized, or under or by reason of any of the obligations, covenants or

agreements contained in the Indenture or in any of the Bonds, or to be implied therefrom; and
that any and all personal liability of every namé and nature, and any and all rights and claims
against every such incorporator and past, present or future stockholder, officer or director,
whether arising at common law or in equity, or created or to be created by statute or constitution,
hereby are expressly released and waived as a condition of, and as a partof the consideration for,
the execution of the Indenture and the issue of the Bonds and interest obligations hereby secured.
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."ARTICLE XVII
MISCELLANEOUS

-Section 18.01. Nothing in the Indenture, expressed or implied, is intended, or shall be
construed, to confer upon, or to give to, any Person, other than the parties hereto and the Holders
of the Bonds Outstanding, any right, remedy or claim under or by reason of the Indenture or any
eovenant, condition or stipulation hereof. All the covenants, conditions and stipulations
contained in the Indenture, by and on behalf of the Company, shall be for the sole and excluswe
benefit of the parties hereto and for the Holders of the Bonds Outstanding..

Section 18.02. Any power, privilege or right expressly or impliedly reserved to or in any
way conferred upon the Company by any provision of the Indenture, whether such power,
privilege or rlght is in any way restricted or is unrestricted, may be waived or surrendered, in
whole or in part, -or subjected to any restriction (if at the time unrestricted) or to addjtional
restriction (if already restricted) by a Resolution and a written instrument executed and
acknowledged by the Company in such manner as would be necessary to entitle a conveyance of
real estate to be recorded in all of the states in which any real property, at the time subject to the
Lien Hereof, shall be situated. Such Resolution and instrument, executed and acknowledged as
aforesaid, shall be delivered to the Trustee. Thereupon, any modification of the provisions of
these presents therein set forth, authorized by this Section 18.02 shall be binding upon the parties
hereto, their successors and assigns, and the Holders of the Bonds.

Section 18.03. If'any Bond shall not be presented for payment when the principal thereof

. becomes due, either at Stated Maturity or otherwise, or at the Redemption Date and the

Company shall have deposited with the Trustee, in trust for the PUIpose, or left with it if
previously so deposited, any combination:

® of cash and

(i)  of Government Obligations (which shall not contain provisions
permitting the redemption thereof at the option of the issuer), maturing as to principal and
interest (without any regard to the reinvestment thereof) in such amounts and at such
times as will assure the availability of cash

that is necessary to pay when due the principal of, premium, if any, and interest due and to
become due on such Bond on or prior to the Redemption Date or Stated Maturity thereof, as the
case may be, and for the use and benefit of the Holder thereof, then, interest on said Bond, and
all liability of the Company to the Holder of said Bond for the payment of the principal of,

. premium, if any, and interest thereon, shall forthwith cease and be completely discharged,

subject to the provisions of the last paragraph -of this Section 18.03. It shall be the duty of the
Trustee to hold such funds in trust, for the benefit of the Holder of such Bond who, so long as

~ such funds remain on deposit with the. Trustee shall be restricted exclusively to said funds for

any claim of whatsoever nature on the part of such I—Iolder under the Indenture or on said Bond

by any I—Iolder of any such Bond.
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If the Holder of any such Bond shall not claim, within five years after such Bond shall
have become due and payable, such deposited funds, for the payment thereof, the Trustee, upon
Company Request and if it shall so require upon being furnished indemnity satisfactory to it,
shall pay to the Company such amount so deposited, if no Default has occurred and is
continuing. The Trustee thereupon shall be relieved from all responsibility to the Holder thereof
and the Company shall be liable to the Holder only to the extent of the funds so returned to it.

Section 18.04. If the principal of any of the Bonds shall not be punctually paid when due
at Maturity, whether by declaration or a lapse of time, or if any installment of interest thereon
shall not be punctually paid when due, then upon deposit with or receipt by the. Trustee of
moneys sufficient to pay such overdue principal or any such overdue installment or installments
of interest thereon and, to the extent permitted by law, moneys sufficient to pay interest due and
to become due thereon up to the date when interest upon such overdue principal or installment or
installments of interest shall cease (as hereinafter provided), then interest on such overdue
principal or installment or installments of interest thereor shall cease to accrue 15 days after the
date of mailing a notice by the Company or the Trustee by first class mail postage prepaid to
each Holder of such Bonds, stating that said moneys have been so deposited or received.

Section 18.65. Whenever the Company is réquired to deposit cash with the Trustee, it
shall have the right, at the time of such deposit, to spemfy that such cash is to be held by the
Trustee in trust for the particular purpose for which it is deposited.

Section 18.06. Any cash which has bjcen deposited with the Trustee for the purpose of
paying the principal of, premium, if any, or interest on Bonds, for the purpose of securing the
authentication of Bonds, for the purpose of effecting payment or redemption of any Bonds, or
which has been delivered to the Trustee by the Company for any of the purposes provided under
the Indenture, upon Company Request, authorized by a Resolution, shall be invested or
reinvested by the Trustee, as designated by the Company and not disapproved by the Trustee, in
any bonds or other gemeral obligations (excluding revenue bonds) of the United States of
America, any state, city or county thereof, which at the time of investment are lawful
investments for banks and trust companies under the laws of the state in which the Trustee has its
principal corporate trust office and in other types of investments the Trustee has determined to be
Jlawful, secure and efficient for the short-term investment of deposits held in trust under the
Indenture, including commingling with deposits under other trusts administered by the Trustee.
Until a Completed Default shall have occurred and be continuing, interest on such bonds,
obligations and investments which may be received by the Trustee shall be paid forthwith to the
Company. The Trustee shall net be required to make any such investment (a) after it has
cancelled znd. discharged the Lien of the Indenture, (b) on or after the Stated Maturity of any
Bonds, with respect to any cash held to pay such Bonds, or (c) on or after the Redemption Date
of any Bonds, with respect to any cash held for such redemption. In no event, shall the Trustee
make any such investmient or take any of the actions pursuant to and permitted by this Section
18.06 with any cash or proceeds of any Government Obligations, which, in accordance with
Sections 5.03, 8.06, 15.01 or 18.03, would cause Bonds to be deemed paid- upon such cash or
Governmental Obligations or combmatton thereof being deposrted with the Trustee.

Such bonds and obligations shall be held by the Trustee subject to the same prowsmns‘
and in the same manner as the cash used to purchase the same, but upon Company Request, the
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Trustee shall sell all or any designated part of the bonds, obligations and investments and the
proceeds of such sale shall be held by the Trustee subject to the same provisions hereof as the
cash used by it to purchase the bonds, obligations and investments so sold. If, at any time, by
reason of decrease in the market value of such bonds, obligations or investments, or the financial
condition of the issuer, the Trustee shall be of the opinion that there is danger of the fund or
funds invested in and represented by such bonds, obligations or investments being impaired, the
Trustee may notify the Company of its intention to sell all or certain of the bonds, obligatiofis or
investments so held by it and unless, within five days after the date of said notice, the Company
shall deliver to the Trustee cash equal to the price paid by the Trustee for such bonds, obligations -
or investments, the Trustee, without or despite a Company Request, may proceed to sell the
bonds, or obligations or investments described in said notice, at public or private sale, for the
best price reasonably obtainable. The Trustee shall also be entitled, without request of or notice
to the Company, to sell any bonds, or obligations or investments purchased with moneys
deposited for the payment or redemption of Bonds and held by it in order that the Trustee has the
necessary funds available on the day prior to the date on which said Bonds are to be paid or
redeemed. If such sale shall produce a sum less than the principal amount invested in the bonds,
obligations or investments so sold, the Company covenants that it will pay promptly to the
Trustee such amount of cash, which combined with the net proceeds from such sale, will equal
the principal amount invested in the bonds, obligations or investments so sold. I such sale shall
produce a sum greater than the principal amount invested in the bonds, obligations or
investments so sold, the Trustee shall pay promptly to the Company an amount of cash equal to
such excess. A :

~ Section 18.07. The Trustee shall, on Company Requést destroy any Bonds cancelled by
the Trustee and make duplicate certificates of such destruction, retaining one such certificate and

* delivering the other to the Company. Each such certificate shall state the method of destruction

and, subject to Section 14.01, shall be conclusive evidence of the payment and cancellation of
the Bonds therein mentioned for all purposes.

Section 18.08. Each certificate or opinion with respect to compliance with a condition or
covenant provided for in the Indenture (other than certificates provided pursuant to Section 2.04
or Section 7.18) shall include: (a) a statement that the Person making such certificate or opinion
has read such covenant or condition; (b) a brief statement as to the nature and scope of the
examination or investigation upon which the statements or opinions contained in such certificate

.or opinion are based; (c) a statement that, in the opinion of such Person, he has made such

examination or investigation as is necessary to enable him to express an informed opinion as to
whether or not such covenant or condition has been complied with; and (d) a statement as to

- whether or not, in the opinion of such Person, such condition or covenant has been complied

with. | -

Section 18.09. () Any certificate or opinion of an officer or employee of the Company
or an Accountant or E,ngineer' may be based, insofar as it relates to legal matters, upon a
certificate or.opinion of or upon representations by counsel, unless such officer, employee,
Accountant or Engineer knows that the certificates or opinions or representations with respect to
the matters upon which his opinion may be based as aforesaid are erroneous, or in the exercise of
reasonable care should have known were erroneous.
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(b)  Any certificate or Opinion of Counsel may be based, insofar as it relates to
factual matters or information which is in possession of the Company, upon the certificate or-

* opinion of or representations by an officer or employee of the Company, unless such counsel

knows that the certificate or opinion Or representations with respect to the matters upon which
his opinion may be based as aforesaid are erroneous, or in the exercise of reasonable care should
have known were erroneous.

(c)  Prior to the Trustee taking any action under the Indentire upon the request
or submission of an Application by the Company, the Company shall deliver to the Trustee, in
addition to or as part of any certificates herein required, an Officer’s Certificate and an Opinion
of Counsel each stating that, in the opinion of the signer, all conditions precedent to such action
which are required by the Indenture have been satisfied.

Section 18.10. Nothing in this Article XVIII is intended or shall be construed s
relieving the Company from furnishing any certificate or other evidence requ:red by the
Indenture.

Section 18.11. (a) If any provision of the Indenture limits, qualifies, or conflicts with
another provision of the Indenture required to be included in indentufes qualified under the Trust
Indenture Act by any of the provisions of Sections 310 to 317, inclusive, of the Trust Indenture
Act, such required provisions shall control.

(b)  In case any one or more of the provisions contained in the Indenture or in
the Bonds should be invalid, illegal, or unenforceable in any respect, the validity, legality, and
enforceability of the remaining provisions contained herein and therein shall not be affected,
impaired, prejudiced, or disturbed in any way thereby.

Section 18.12. (a) This Indenture may be executed simultaneously in several
counterparts, and all said counterparts executed and delivered, each as an original, shall
constitute but one and the same instrument.

(b)  The Table of Contents and the descriptive headings of the several Articles
of this Indenture were formulated, used, and inserted in this Indenture for convenience only and
shall not be deemed to affect the meaning or construction of any of the provisions hereof. -

Section 18.13. Whenever in the Indenture either of the parties hereto is named or
referred to, such reference shall be deemed to include the successors or assigns of such party, and
all the covenants and agreements in the Indenture by or on behalf of the Compary or by or-on
behalf of the Trustee shall bind and inure to the benefit of the respective successors and assigns
of such partles whether so expressed or not. .

Section 18.14. The amount of obhgahons to be issued lmmedlately under this Indenture
is none.

Section 18.15. To the extent permitted by Sections 18.08 and 18. 09, any Opinion of
Counsel given as to title to property may be based, in whole or in part, upon (4) opinions of other
counsel to the Compeny, copies-of which shall have been delivered to the Trustee, (b) title
msurance policies or .commitments and reports hen search certificates and other similar.
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evidences of the existence of liens on property and (c) with respéct to aﬁy opinion regarding the

- validity or priority' of the Lien of the Indenture on any Permanent Additions, a certificate or

opinion of, or representations by, an officer or of[icers of the Company regarding the title thereto
or the existence of any liens thereon.

Section 18.16. Wherever the Trustee is required to accept or approve, in the exercise of
reasonable care, pursuant to subsection (d) of Section 14.01 or otherwise, an Engineer, appraiser

-or other expert, counsel or Accountant, who is to furnish evidence of compliance with conditions

precedent in the Indenture for the authentication and delivery of additional Bonds, the
withdrawal of cash or the release and substitution of property secured by the Lien of the
Indenture or who is to furnish an opinion for any other purpose under the Indenture, such
approval or acceptance by the Trustee shall be deemed to have been given upon the taking of any:
action by the Trustee pursuant to and in accordance with the certificate or opinion so furmshed
by such Engmeer appralser expert, counsel or Accountant.

Section 18.17. Whenever notice is required to be transmitted to the Bondholders by the
Trustee, or by the Company, unless otherwise herein specifically provided for, such notice shall
be deemed to have been transmitted, and such requirements for the transmission of notice
satisfied, upon deposit by the transmitter with or in a depository of the United States Postal
Service of notice in a sealed envelope with prepaid first-class postage, and addressed to the
Person required to be notified in accordance with the last known address of that Person on the
records of the transmitter as required to be kept pursuant to the Indenture.

Section 18.18. Whenever in the Indenture provision is made for the delivery to the
Trustee of any Officer’s Certificate, Engineer’s Certificate, Accountant’s Certificate (including,
when applicable, such certificate by an Independent Engineer or an Independent Accountant) or
Opinion of Counsel, such provision may be satisfied by the delivery of more than one certificate
or opinion certifying separately to the various matters of fact or opinion required to be included
in the certificate or opinion so provided for, and different officers or Persons may certify as to
different matters of fact or opinion so shown; provided that such separate certificates or opinions
shall, taken together, contain all of the statements herein required and be signed by officers or
Persons, by whom such certificate or opinions are required and authorized to be signed.
Whenever provision is made in the Indenture for the delivery to the Trustee of more than one

‘such certificate or opinion such provision may be satisfied by the delivery of a single certificate

or opinion by such Person or Persons certifying as to all the matters required to be shown by any:
particular Section hereof or by separate certificates or opinions by two or more such Persons
certifying separately the various matters of fact or opinion required to be shown.

Sectzon 18.19. The Indenture sha.ll be governed exclusively by the apphcable laws of the
Commonwealth of Kentucky.
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ARTICLE X1X

FJNAN CING STATEMENT TO COMPLY
WITH THE UNIFORM COMMERCIAL CODE.

- Section 19.01. The name and address of the debtor and secured party are set forth below:

- Debtor: Kentucky Utilities Company
~ [address] .

. Secured Party:

| NOTE: Kentucky Utilities Company, the debtor above named, is “a transmitting utility™
| - under the Uniform Commercial Code as adopted in the Commonwealth of Kentucky.

“ Section 19.02. Reference to the Granting Clauses hereof is made for a description of the
? property of the debtor covered by this Financing Statement with the same force and effect as if
incorporated in this Section 19.02 at length.

| Section 19:03.

™ | The property covered by this Financing Statement shall also secure additional series of
| Bonds of the debtor which may be issued in accordance with the provisions of the Indenture.
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- Iy WITNESS WHEREOF, the party of the first part has caused its corporate name [and seal]
to be hereunto affixed and this Supplemental Indenture to be signed by its [Treasurer] and
attested by its [Executive Vice President, General Counsel and Corporate Secretary] for and in
its behalf, and the party of the second part to evidence its acceptance of the trust hereby created,
has caused this Supplemental Indenture to be signed by one of 1ts authorized officers for and in
its behalf all done as of the ____day of , .

 KENTUCKY UTILITIES COMPANY

By:
| ' [Daniel K. Arbough]
. Treasurer
- [(CORPORATE SEAL)
o ATTEST:
o [John R. McCell
- Executive Vice President, .
General Counsel and
o Corporate Secretary]]
| .
]
! [TRUSTEE]
1
| Tts:
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COMMONWEALTH OF )
KENTUCKY . - ) SS:
)
)

COUNTY OF

BE IT REMEMBERED that on this day of , , before me, a Notary
Public' duly commissioned in and for the County and Commonwealth aforesaid, personally
appeared [DANIEL K. ARBOUGH and JOHN R. MCCALL,] respectively, [Treasurer and Executive
Vice President, General Counsel and Corporate Secretary] of Kentucky Utilities Company, a
corporation organized and existing under and by virtue of the laws of the Commonwealth of
Kentucky, who are personally known to me to be such officers, respectively, and who are
personally known to me to be the .same persons who executed as officers the foregoing
instrument of writing, and such persons duly acknowledged before me the execution of the
foregoing instrument of writing to be their act and deed and the act and deed of said corparation.

WITNESS my hand and notarial seal this day of ,

Notary Public
Kentucky, Commonwealth at Large

* (Notarial Seal)

My Commission Expires:
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STATE OF y | SS:
COUNTY OF )
BE IT REMEMBERED that on this day of s . , before me, a Notary 4

Public duly commissioned in and for the County and State aforesaid, personally appeared
of [Trustee], a trust company organized and existing

under and by virtue of the laws of the State of who is personally known to me to be
such officer and who is personally known to me to be the same person who executed as an
officer the foregoing instrument of writing, and such person duly acknowledged before me the

execution of the foregoing instrument of writing to be such officer's act and deed and the act and

deed of said corporation.

WITNESS my hand and hotarial seal this dayof ,

. Notary Public in and for the County of
o ‘ ' and State of -

(Notarial Seal)

My Commission Expires:

This Instrument Prepared by:

[James Dimas

[name of company]

220 W. Main Street
Louisville, Kentucky 40202

By

James Dimas
(502) 627-3712]
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SCHEDULE A

The followmg property situated, lying and being in the County of | |, State of
Kentucky, to wit: ) ,
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SECRETARY’S CERTIFICATE

I, John R. McCall, do hereby certify that I am the duly qualified and acting Executive Vice
President, General Counsel, Corporate Secretary and Chief Compliance Officer of Kentucky
Utilities Company, a Kentucky and Virginia corporation, (the “Company”), and that as such
officer, I have access to all original records of the Company and that I am authorized to make
certified copies of Company records on its behalf. I further hereby certify that the attached
resolutions are a true and correct copy of the resolutions of the Company adopted by unanimous
written consent on June 14, 2010, and that the same have not been altered, amended or repealed.

IN WITNESS WHEREQOPF, I have executed this Certificate this {%’fkaay of June 2010.

< Yl—aty

John R. McCall
Executive Vice President, General Counsel,
Corporate Secretary and Chief Compliance Officer
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ACTION OF THE BOARD OF DIRECTORS
OF
KENTUCKY UTILITIES COMPANY
TAKEN BY WRITTEN CONSENT

June 14, 2010

REFINANCING OF COMPANY DEBT

WHEREAS, the Company currently has outstanding $1,331,000,000 in principal
amount of unsecured promissory notes issued to Fidelia Corporation (“Fidelia”),
an affiliate within the E.ON AG holding company system; and

WHEREAS, due to the proposed acquisition of E.ON U.S. LLC, the Company’s
parent, by PPL Corporation, the Company will be required to refinance the notes
issued to Fidelia through the issuance of replacement notes to PPL Corporation or
an affiliate of PPL Corporation on a temporary basis (such Fidelia notes and
replacement notes are collectively referred to herein as the “Outstanding Long-
Term Debt”) and then refinance the Outstanding Long-Term Debt through the
issuance of new long-term debt which, due to market conditions, including the
increased spread between pricing for unsecured debt and secured debt, the
Company may wish to issue as secured debt; and

WHEREAS, various counties and other municipal entities in the Commonwealth
of Kentucky (the “Issuers”) have previously issued and there are currently outstanding
approximately $351,000,000 in principal amount of the Company’s Pollution Control
Revenue Bonds (the “Existing Pollution Control Bonds”); and

WHEREAS, the proceeds of the Existing Pollution Control Bonds were borrowed by
the Company pursuant to unsecured loan agreements with the Issuers and applied by
the Company to the financing or refinancing of the acquisition and construction of
certain pollution control facilities of the Company; and

WHEREAS, many of such loan agreements and related financing documents for the
Existing Pollution Control Bonds contain a negative pledge pursuant to which the
Company agreed not to issue secured debt unless it also secures such Existing
Pollution Control Bonds; and

WHEREAS, the Company is borrower under a credit agreement, dated June 22,
2007, with U.S. Bank National Association (the “ Existing Credit Agreement”) pursuant
to which the Company may borrow up to $35,000,000; and

WHEREAS, in connection with letters of credit to provide liquidity support for certain of
the Existing Polluton Control Bonds, the Company has entered into four
reimbursement agreements with the letter of credit provider (the “Existing
Reimbursement Agreements,” together with the Existing Credit Agreement, the
“Existing Bank Agreements”), with Commerzbank AG, New York Bank as issuing
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bank under each Existing Reimbursement Agreement, with an aggregate principal
component of approximately $200,000,000; and

WHEREAS, due to the acquisition of E.ON U.S. LLC and the resulting change of
control of the Company, each of the Existing Bank Agreements will need to be
amended to permit such change of control or replaced with new bank
agreements; and

WHEREAS, in connection with this refinancing of the Outstanding Long-Term
Debt, the Board has determined that it is in the Company’s best interests to
authorize the issuance and sale in one or more series of up to $1,556,000,000
principal amount of new notes to PPL Corporation or an affiliate of PPL
Corporation (which includes $1,331,000,000 to refinance the Outstanding Long-
Term Debt and up to $225,000,000 of previously authorized additional debt for
other general corporate purposes) to replace the notes issued to Fidelia, which
notes would then be repiaced by secured debt, in the form of first mortgage
bonds under a first mortage indenture pursuant to which the Company would
pledge substantially all of its property in Kentucky as security for the bonds
issued thereunder; and

WHEREAS, due to the refinancing of the Outstanding Long-Term Debt and the
issuance and sale of the first mortgage bonds, the Board has determined that it is
in the Company’s best interests to authorize the issuance of up to $351,000,000.
principal amount of first morigage bonds to the trustees, bond insurers and/or
credit facility providers for the Existing Pollution Control Bonds to secure the
Company’s obligations thereunder; and

WHEREAS, due to the proposed acquisition of E.ON US LLC and the resulting
proposed change of control of the Company, the Board has determined that it is
in the Company'’s best interests to authorize (i) amendments to the the Existing
Bank Agreements to permit the change of control and issuance of secured debt
and (ii) replacement of Existing Bank Agreements with new bank agreements
with an aggregate maximum amount of credit available under such new bank
agreements not to exceed $400,000,000.

NOW, THEREFORE, BE IT RESOLVED, by the Board as follows:



The Offering

(@)

(b)

(c)

That the Board authorizes and approves the issuance and sale by the Company of up to
$1,556,000,000 principal amount of new notes to PPL Corporation or an affiliate of PPL
Corporation to replace the notes issued to Fidelia, which new notes would contain the
same principal amounts, terms, conditions and interest rates as the notes issued to
Fidelia, except that such new notes would not have “make whole” provisions and could
be repaid at any time at par plus accrued interest.

That the Board authorizes and approves the issuance and sale by the Company from
time to time, in one or more series, and in any combination, of up to $1,556,000,000
aggregate principal amount of long-term debt in the form of first mortgage bonds (the
“Debt Securities”) in one or more underwritten public offerings, negotiated sales, or
private placement transactions (such offerings, sales and transactions collectively
referred to herein as the “Offering”), the proceeds of such Debt Securities to be used to
for general corporate purposes, including the refinancing of the Outstanding Long-Term
Debt, capital expenditures, repayment of short-term debt and refunding or refinancing of
other long-term debt at maturity or otherwise.

That the Company be, and it hereby is, authorized to issue and offer for sale the Debt
Securities through one or more underwriters, initial purchasers or selling or placement
agents, pursuant to an underwriting, purchase or similar agreement, on and subject to
such terms and conditions as may be approved by the Authorized Officers (as defined
below), provided that the interest rate on such Debt Securities shall not exceed 6.5% per
year.

Bonds and Indenture

(d)

(e)

That the Chief Executive Officer, President, Chief Financial Officer, any Vice President,
the Treasurer, and the Controller of the Company (each, an “Authorized Officer” and,
collectively, the “Authorized Officers”) be, and each of them hereby is, authorized by and
on behalf of the Company, to negotiate, enter into, execute and deliver one or more
indentures or similar agreements (collectively, the “Indenture”) with a trustee or trustees
to be selected by one or more Authorized Officers, as supplemented by one or more
supplemental indentures thereto, to cause the Indenture to be filed and recorded as
necessary and to take any other steps to make it binding upon and enforceable against
the Company in accordance with its terms, and to issue from time to time the Debt
Securities thereunder, together with any agreements, documents and instruments in
connection therewith and any exhibits, annexes or attachments thereto and with such
changes therein, additions thereto or omissions therefrom as such Authorized Officer
deems necessary, advisable or appropriate and that the Company be, and it hereby is,
authorized to pledge or otherwise encumber under the Indenture substantially all of the
Company’s property in Kentucky as security for the Company’s obligations under the
Debt Securities and debt securities to be issued thereunder from time to time in the
future.

That the Authorized Officers shall be, and each of them hereby is, authorized,
empowered and directed, in the name and on behalf of the Company, to execute,
acknowledge and deliver new securities representing the Debt Securities in substantially
such form and containing such terms and conditions as such Authorized Officer shall
approve, with such changes therein, additions thereto or omissions therefrom as such
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(h)

Authorized Officer executing, acknowledging or delivering the same shall approve, such
Authorized Officer’s execution, acknowledgement and delivery thereof to be conclusive
evidence of such approval.

That the Authorized Officers be, and each of them hereby is, authorized, empowered
and directed to fix and approve the terms and conditions on which the Debt Securities
are to be issued and authenticated and the final terms of the Indenture, including,
without limitation, the rights of the holders thereof, the maturity dates, the sinking fund
provisions, the redemption price, the subordination provisions, the offering date and all
other matters relating thereto, and to take all such other actions as the Authorized
Officers deem necessary, advisable or appropriate to consummate the transactions
contemplated by the Indenture.

That a facsimile of the corporate seal of the Company may be imprinted on the Debt
Securities, which facsimile is hereby acknowledged to be the corporate seal of the
Company for the purposes of sealing the Debt Securities.

That the Authorized Officers be, and each of them hereby is, authorized to execute and
deliver on behalf of the Company, in the event that all or a portion of the Debt Securities
bear a fixed or variable rate of interest: (i) one or more interest rate lock or swap
agreements or similar agreements with one or more underwriters, banks or other
financial institutions providing for the hedging of the interest rates on such securities,
and (ii) any other agreement, document or instrument that may be necessary or
appropriate in connection with any such transaction.

Offering Memorandum

(i)

That, in connection with the issuance and sale of the Debt Securities, each of the
Authorized Officers shall be, and hereby is, authorized, empowered and directed, in the
name and on behalf of the Company, (i) to prepare, or cause to be prepared, one or
more offering memoranda or other appropriate disclosure document (including all
exhibits, annexes and other documents relating thereto) in connection with such
issuance and sale of the Debt Securities, including any supplement(s) or amendment(s)
thereto (the “Offering Memorandum®), (ii) to execute, as such Authorized Officers or
Authorized Officer deem(s) necessary, advisable or appropriate, any and all,
agreements, documents and instruments in connection with such issuance and sale, and
(iii) to take all such other actions as such Authorized Officers or Authorized Officer
deem(s) necessary, advisable or appropriate in order to effect the issuance and sale of
the Debt Securities, such Authorized Officer’s authority and determination to execute
such documents and instruments and to take such actions being conclusively evidenced
by such execution or action, as the case may be.

Authorization of Purchase Agreement

{);

That the Authorized Officers be, and hereby are, authorized and directed, for and on
behalf of the Company, to fix and approve the terms of an underwriting, purchase or
similar agreement relating to the issuance and sale of the Debt Securities to one or more
underwriters, initial purchasers or selling or placement agents thereof (the “Purchase
Agreement”) to be entered into by and among the Company and such initial purchasers
or underwriters as may agree to become parties thereto, and the Authorized Officers be,
and each of them hereby is, authorized to execute and deliver the same, in such form or
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with such changes therein, additions thereto or omissions therefrom as such Authorized
Officers may approve, such execution and delivery by any such Authorized Officer to be
conclusive evidence of such authorization and approval.

That, if the Offering is conducted as a private placement, the Company is hereby
authorized to offer and sell the Debt Securities to the initial purchasers in a private
placement offering pursuant to Section 4(2) of the Securities Act of 1933 or any other
exemption from registration thereunder on the terms and subject to the conditions set
forth in the Purchase Agreement.

That, if the Offering is conducted as a private placement, the Company is hereby
authorized to execute and deliver one or more registration rights agreements, or similar
agreements, pursuant to which the Company would agree to file one or more registration
statements with the Securities and Exchange Commission under the Securities Act of
1933, including pursuant to a registered exchange offer whereby the Company would
exchange the first mortgage bonds issued in the private placement with an equal
aggregate principal amount of first mortgage bonds that have been registered.

Collateralization for Existing Pollution Control Bonds

(m)

(n)

That the Company is authorized to issue up to $351,000,000 aggregate principal amount
of first mortgage bonds (the “Collateral First Mortgage Bonds”) to the trustees, bond
insurers and/or credit facility providers for the Existing Pollution Control Bonds to serve
as collateral for the Company’s obligations under the respective loan agreements, bond
insurance agreements and/or reimbursement agreements. The principal amount of, and
interest on, the Collateral First Mortgage Bonds will not be payable except upon a
default under the related Existing Pollution Control Bonds.

That the Authorized Officers be, and each of them hereby is, authorized and directed to
cause the preparation of, to approve, or consent to, and execute and deliver the
following documents or instruments in connection with the collateralization of the
Existing Pollution Control Bonds: (i) amendments to the loan agreements between the
Company and the respective Issuers to reflect such collateralization, (ii) amendments to
the trust indentures with the respective Issuers to reflect such collateralization, (iii)
supplements, stickers or similar amendments to the official statements that will descibe
the Collateral First Mortgage Bonds and the collateralization, (iv) the Collateral First
Mortgage Bonds, (v) one or more supplemental indentures and/or supplemental trust
indentures pursuant to which the Company may issue its Collateral First Mortgage
Bonds, and (vi) such other related documents, forms, certificates or agreements as shall
be necessary or appropriate to effectuate such collateralization.

Bank Agreements

(0)

That the Authorized Officers be, and each of them hereby is, authorized and
empowered to (i) negotiate and execute, on behalf of the Company, such
amendments or supplements to the Existing Bank Agreements as such Authorized
Officers deem necessary to permit the change of control and to permit the
Company to pledge or otherwise encumber under the Indenture substantially all of the
Company’s property in Kentucky as security for the Company’s obligations under the
Debt Securities and/or (ii) to enter into credit facilities and to negotiate, execute and
deliver one or more revolving credit agreements and/or other similar borrowing
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(q)

arrangements, including any extension or amendment of any existing credit facility ("New
Bank Agreements") with an aggregate maximum amount of credit available under such
New Bank Agreements not to exceed $400,000,000 on such terms (including letter of
credit provisions and an expiration period, without consideration of extensions, renewals
or term-out periods, of up to five years) and conditions as the officer executing such
documents deems appropriate, with such officer's execution of a definitive agreement to
conclusively evidence such officer's approval and the approval of this Board of Directors.

That the Authorized Officers be, and each of them hereby is, authorized by and on
behalf of the Company, (i) to request advances (including issuances of letters of credit)
under each of the New Bank Agreements, (ii) to delegate to any other officers or
employees of the Company, either acting individually or jointly, authority to request
advances (including issuances of letters of credit) under any of the New Bank
Agreements and (iii) to execute and deliver any other agreements and documents and to
take any and all other action as contemplated by the New Bank Agreements or as such
officer may deem necessary or desirable in connection with the making of advances
(including issuances of letters of credit) on account of the Company pursuant to the New
Bank Agreements.

That the Authorized Officers be, and each of them hereby is, authorized and directed to
cause the preparation of, 1o approve, or consent to, and execute and deliver the
necessary documents, instruments or certificates necessary to effect such amendments
to the Existing Bank Agreements or the entering into of the new Bank Agreements.

Indenture Committee

(r)

(s)

That a committee of the Board consisting of John R. McCall and S. Bradford Rives (the
“Indenture Committee”) shall be, and hereby is, authorized, for and on behalf of the
Company, to exercise all of the powers of the Board in connection with the Indenture,
the Debt Securities, the Collateral First Mortgage Bonds, the New Bank Agreements, the
Offering and all matters incident thereto, including, without limitation, the adoption of any
resolutions required by the Indenture or deemed necessary or advisable in connection
therewith and to take all such other actions as the Indenture Committee deems
necessary, advisable or appropriate to consummate the transactions contemplated
hereby.

That, in the event of the absence or disqualification of any member of the Indenture
Committee, the members of the Indenture Committee present at any meeting of the
Indenture Committee and not disqualified from voting thereat, whether or not they
constitute a quorum, may unanimously appoint another member of the Board to act at
such meeting of the Indenture Committee in the place of any such absent or disqualified
member.

Regulatory Approval

®

That the Authorized Officers of the Company be, and each of them hereby is,
authorized and empowered to execute and file, or cause to be filed, on behalf of the
Company such applications or petitions (including amendments or supplements
thereto) with the Public Service Commission of the Commonwealth of Kentucky, the
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Virginia State Corporation Commission and the Tennessee Regulatory Authority and any
other federal, state, or local commission, court, agency or body having jurisdiction as may be
required to obtain any approvals, consents, orders or rulings as such officers or counsel
for the Company may deem to be necessary or desirable in connection with the
transactions contemplated hereby, as may be required by law or as may be deemed to be
proper or appropriate in their judgment or in the judgment of counsel for the Company in
connection with the foregoing.

General

()

(v)

(w)

(x)

That the officers of the Company be, and each of them hereby is, authorized in the
name and on behalf of the Company and under its corporate seal or otherwise, to take or
cause to be taken all such further actions and to execute and deliver or cause to be executed
and delivered all such further documents, agreements, certificates and agreements
(including without limitation, instruments authorizing or consenting to amendment,
modifications or waivers to any of the agreements or disclosure documents relating to the
Existing Pollution Control Bonds) in connection with the Offering as such persons may
deem necessary, advisable or appropriate in connection with the transactions
contemplated thereby and hereby, and to incur all such fees and expenses as shall be
necessary, advisable or appropriate in their judgment in order to carry into effect the purpose
and intent of any and all of the foregoing resolutions.

That any acts of the officers of this Company, which acts would have been authorized by
the foregoing resolutions except that such acts were taken prior to the adoption of such
resolutions, are hereby severally ratified, confirmed, approved and adopted as acts in the
name of and on behalf of this Company.

That the Board does hereby adopt, as if fully set out herein, the form of any resolutions
with respect to the Offering as may be required by financial institutions and any other
entities requiring such resolutions to effect the intent of these resolutions.

That each of the Authorized Officers be, and hereby is, authorized and directed to take any
and all further action to see that the intent of the above resolutions are carried forth.



