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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This Report on Form 10-Q includ&srward-looking statementsiwithin the meaning of Section 27A of the
Securities Act of 1933 and Section 21E of the SéearExchange Act of 1934 including, in particuyltre
statements about our plans, strategies and praspeder the headirfifem 2. Management'’s Discussion and
Analysis of Financial Condition and Results of Gyiems” in Part | — Financial Information of this Form 10-Q
Forward-looking statements express an expectatidweleef and contain a projection, plan or assuawptvith
regard to, among other things, our future revenimesme or capital structure. Such statementstoféuevents or
performance are not guarantees of future performand involve estimates, assumptions and uncees.ifthe

words “could,” “may,” “predict,” “anticipate,” “wold,” “believe,” “estimate,” “expect,” “forecast,"groject,”
“objective,” “intend,” “continue,” “should,” “plarf,and similar expressions are intended to iderftfyvard-looking
statements.

Some important factors that could cause our actsallts or outcomes to differ materially from thakscussed
in the forward-looking statements include, but@oelimited to:

= fluctuations in customer growth and demand;

= impacts of weather on retail sales and wholesatepiand weather-related damage to our electrical
system;

= fuel and other input costs;

= generating unit availability and capacity;

= transmission and distribution system reliabilitylampacity;

= purchased power costs and availability;

= regulatory action, including, but not limited tbgtreview of our basic rates and charges by thiarad
Utility Regulatory Commission;

= federal and state legislation;

= our ownership by The AES Corporation;

= changes in our credit ratings or the credit ratioigaES;

= performance of pension plan assets;

= changes in financial or regulatory accounting petic

= environmental matters, including costs of compleangth current and future environmental requireragnt

= interest rates and other costs of capital;

= the availability of capital;

= labor strikes or other workforce factors;

= facility or equipment maintenance, repairs andtehpxpenditures;

= local economic conditions;

= acts of terrorism, acts of war, pandemic eventsatural disasters such as floods, earthquakesdoes or
other catastrophic events;

= costs and effects of legal and administrative pedo®s, settlements, investigations and claimstiaad
ultimate disposition of litigation;

= issues related to our participation in the Midwesiependent Transmission System Operator, Inc.,
including recovery of costs incurred; and

= product development and technology changes.

Most of these factors affect us through our codstéid subsidiary Indianapolis Power & Light Compahly
such factors are difficult to predict, contain uriaaties that may materially affect actual resaltsl many are
beyond our control. Forward-looking statements kmedy as of the date the statements are made pEzse
required under the federal securities laws andsraiel regulations of the Securities and Exchangan@ission, we
undertake no obligation to publicly update or reweny forward-looking information, whether as aulesf new
information, future events or otherwise. We cautfon not to unduly rely on the forward-looking staients when
evaluating the information presented herein.



PART | — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Consolidated Statements of Income
(In Thousands)

Three Months Ended, Six Months Ended,

June 30, June 30,
2008 2007 2008 2007
UTILITY OPERATING REVENUES $ 267,328 $ 258,430 $ 516,361 $ 521,067
UTILITY OPERATING EXPENSES:
Operation:
Fuel 65,420 61,917 130,552 121,959
Other operating expenses 48,221 40,885 93,574 81,065
Power purchased 12,240 8,882 27,117 24,302
Maintenance 26,610 21,978 50,249 42,223
Depreciation and amortization 43,618 35,431 80,525 70,320
Taxes other than income taxes 9,965 10,846 20,885 20,986
Income taxes — net 18,328 27,133 34,042 55,710
Total utility operating expenses 224,402 P2, 436,944 416,565
UTILITY OPERATING INCOME 42,926 51,358 79,417 104,502
OTHER INCOME AND (DEDUCTIONS):
Allowance for equity funds used during constroicti 198 1,418 432 2,244
Other — net (1,882) (67) (2,899) (283)
Income tax benefit — net 13,296 6,443 20,516 12,957
Total other income and (deductions) — net 12,6 7,794 18,049 14,918
INTEREST AND OTHER CHARGES:
Interest on long-term debt 43,039 28,185 73,023 55,767
Other interest 215 497 429 1,422
Allowance for borrowed funds used during condiourc (227) (1,178) (690) (1,918)
Amortization of redemption premiums and expenséebt 1,347 800 2,102 1,583
Preferred dividends of subsidiary 804 804 1,607 1,607
Total interest and other charges — net 45,178 29,108 76,471 58,461
NET INCOME AND TOTAL COMPREHENSIVE
INCOME $ 9,360 $ 30,044 $ 20,995 $ 60,959

See notes to unaudited consolidated financial reés.



UTILITY PLANT:

Utility plant in service

Less accumulated depreciation
Utility plant inservice- ne

Construction work in progress

Spare parts inventory

Property held for future use
Utility plant- ne

OTHER ASSETS:

IPALCO ENTERPRISES, INC. and SUBSIDIARIES

Unaudited Consolidated Balance Sheets

ASSETS

(In Thousands)

Nonutility property — at cost, less accumulategréciation

Other investments
Other asse- ne
CURRENT ASSETS:
Cash and cash equivalents
Short-term investments
Accounts receivable and unbilled revenue (lessvaince

for doubtful accounts of $1,752 and $1,882peesvely)

Fuel — at average cost

Materials and supplies — at average cost
Financial Transmission Rights (Note 5)

Net income tax receivable
Deferred tax asset — current
Regulatory assets

Prepayments and other current assets

Total current assi
DEFERRED DEBITS:
Regulatory assets

Miscellaneous

Total deferred deb

TOTAL

CAPITALIZATION:
Common shareholder’s deficit:

Paid in capital

Accumulated deficit

CAPITALIZATION AND LIABILITIES

Total common shareholder’s def
Cumulative preferred stock of subsidiary

Long-term debt

Total capitalizatic
CURRENT LIABILITIES:
Line of credit and current portion of long-termbd
Accounts payable
Accrued expenses
Accrued real estate and personal property taxes
Regulatory liabilities
Accrued interest
Customer deposits
Other current liabilities
Total current liabilitie

DEFERRED CREDITS AND OTHER LONG -TERM LIABILITIES:
Accumulated deferred income taxes — net

Non-current income tax liability
Regulatory liabilities

Unamortized investment tax credit

Accrued pension and other postretirement benefits

Miscellaneous

Total deferred credits and other |-term liabilities

COMMITMENTS AND CONTINGENCIES (Note 10)

TOTAL

June 30, December 31,
2008 2007
$ 3,892,322 $ 3,849,648
1,628,396 1,572,684
2,263,921 2,276,96¢
68,396 68,678
1,361 1,173
591 591
2,334,27. 2,347,40¢
701 702
10,288 10,422
10,98¢ 11,124
44,394 7,743
10,880 2,100
68,325 70,429
26,742 22,326
54,259 53,387
15,041 1,553
3,791 7,044
4,603 3,765
7,485 20,571
12,347 8,235
247,86° 197,153
261,658 265,394
25,203 20,864
286,86 286,258
$ 2,879,99 $ 2,841,94:
$ 7,517 $ 6,778
(30,190) (18,016)
(22,673 (11,238
59,784 59,784
1,665,792 1,271,558
1,702,90: 1,320,10<
- 376,000
63,267 58,217
27,422 24,215
29,834 20,278
28,149 2,774
26,157 23,889
16,311 16,042
7,732 7,557
198,87: 528,972
388,082 394,570
8,384 23,759
458,461 445,072
16,432 17,652
86,088 89,368
20,769 22,444
978,21t 992,86E
$ 2,879,991 $ 2,841,941

See notes to unaudited consolidated financial reités.



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Consolidated Statements of Cash Floy
(In Thousands

Six Months Endec

June 3(,
200¢ 20¢7
CASH FLOWS FROM OPERATIONS:
Net income $ 20,99t $ 6095¢
Adjustments to reconcile net income to net caskiged by operating activitie
Depreciation and amortizati 77,76¢ 69,18¢
Amortization of regulatory ass 5,561: 3,35¢
Deferred income taxes and investment tax ceajitstment— ne’ (19,052 (5,978
Tendeipremiumexpensed as inter: 13,85 -
Preferred dividends of subsidi 1,607 1,607
Allowance for equity funds used during constin (368 (2,200
Change in certain assets and liabili
Accounts receivak 2,10¢ (673
Fuel, materials and suppl (5,289 4,52¢
Income taxes receivable or pale 3,25: 4,74¢
Financiatransmissiorrights (13,489 -
Accounts payable and accrued expe 14,32¢ 1,28(
Accrued real estate and personal property 9,55¢ 3,28:
Accrued intere 2,26¢ (110
Pension and other posirement benefit expens (3,692 2,67¢
Shor-term and lon-term regulatory assets and liabili 31.86¢ 1,66:
Other- ne! (3,725) (8,579
Net cash provided by operating activi 137,50 135,74t
CASH FLOWS FROM INVESTING ACTIVIT IES:
Capital expenditure— utility (53,638 (101,730
Changin restricted cas 6 (63,415
Purchase of environmental emissions allowz - (1,298
Purchase cshor-terminvestment (55,032 (63,750
Proceeds from sales and urities ofshor-tern investment: 46,42( 56,591
Othe (1,562) (5,035
Net cash used in investing activities (63,806) (178,637)
CASH FLOWS FROM FINANCING ACTIVITIES:
Short-term borrowings — net (1,000) (75,000)
Long-term borrowings 394,105 164,985
Retirement of long-term debt (including redemptmremium) (388,852) -
Dividends on common sto (32,757 (30,200
Preferred dividends of subsidi (1,607 (1,607
Othe (6,933 (2,242
Net cash provided by (used in) financing activities (37,044) 55,936
Net change in cash and cash equiva 36,65! 13,047
Cash and cash equivalents at beginning of period 7,743 8,645
Cash and cash equivalents at end of period $ 44,394 $ 21,692
Surplemental disclosures of cash flow informat
Cash paid during the period 1
Interest (net of amount capitalized) $ 70,968 $ 56,962
Income taxes $ 29,045 $ 43,984

See notes to unaudited consolidated financial reés.




IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Notes to Unaudited Consolidated Financial Statemesat

For a list of certain abbreviations or acronymsiusethe Notes to Unaudited Consolidated Financial
Statements, sedtém 1B. Defined Terrhéncluded in Part | — Financial Information of shiForm 10-Q.

1. ORGANIZATION

IPALCO Enterprises, Inc. is a wholly-owned subsigiaf The AES Corporation. IPALCO owns all of the
outstanding common stock of its subsidiaries. Tles@de its regulated electric utility subsidialgdianapolis
Power & Light Company, and its unregulated subsydisid-America Capital Resources, Inc. Substahiall of
IPALCO's business consists of the generation, trassion, distribution and sale of electric energgaucted
through IPL. IPL has approximately 470,000 retadtomers in the city of Indianapolis and neighbgiaities,
towns and communities, and adjacent rural areasithlin the state of Indiana, the most distant pbeing
approximately forty miles from Indianapolis. IPLshan exclusive right to provide electric servicéhose
customers. IPL owns and operates two primarily-¢ioadl generating plants, one combination coal gasHfired
plant and a separately-sited gas-fired combustidrirte facility that are all used for generatingosticity. IPL's net
electric generation capability for winter is 3,492V and net summer capability is 3,353 MW. Mid-Anoeri
conducts IPALCO’s unregulated activities.

2. BASIS OF PRESENTATION

The accompanying unaudited Consolidated Finan¢&e®ents include the accounts of IPALCO, IPL and
Mid-America. All significant intercompany amountave been eliminated. The accompanying financiéstants
are unaudited; however, they have been preparacciordance with accounting principles generallyeptad in the
United States of America for interim financial infieation and in conjunction with the rules and regjohs of the
Securities and Exchange Commission. Accordinglgy ttho not include all of the disclosures requirgd3AAP for
annual fiscal reporting periods. In the opiniom@nagement, all adjustments of a normal recurratigre
necessary for fair presentation have been inclutied.electric utility business is affected by seadaveather
patterns throughout the year and, therefore, tleeating revenues and associated operating exparsest
generated evenly by month during the year. Theaedited financial statements have been preparaddordance
with the accounting policies described in IPALCf)sincial statements for the year ended Decembg2(®17,
included in its annual report on Form 10-K and stidne read in conjunction therewith.

The preparation of financial statements in confeymiith GAAP requires that management make certain
estimates and assumptions that affect the repartenints of assets and liabilities and disclosuieafingent
assets and liabilities at the date of the finansfalements. The reported amounts of revenuesxgahges during
the reporting period may also be affected by tlienases and assumptions management is requirecke.mctual
results may differ from those estimates.

3. NEW ACCOUNTING PRONOUNCEMENTS
SFAS 157 “Fair Value Measurements”

In September 2006, the FASB released SFAS 157ftoediir value, establish a framework for measgifiair
value in accordance with GAAP, and expand disclesabout fair value measurements. SFAS 157 isteffcior
fiscal years beginning after November 15, 200Fdbruary 2008, the Financial Accounting StandardrBassued
FASB Staff Position No. FAS 157-2 “Effective DateFASB Statement No. 157,” which delays the effextiate
of SFAS 157or nonfinancial assets and nonfinancial liabiitiexcept for items that are recognized or disd@de
fair value in the financial statements on a recgrthasis (at least annually). Effective Januar3008, IPALCO
partially adopted SFAS 157. As permitted by theSBAStaff Position No. FAS 157-2 “Effective DateFASB
Statement No. 157,” IPALCO elected to defer theptido of the nonrecurring fair value measuremestldisures
of nonfinancial assets and liabilities, such asdyath and asset retirement obligations until Jagugr2009. The
partial adoption of SFAS 157 did not have a matémaact on IPALCO's results of operations, casiwié or



financial position. Please see Not&air Value Measurementsfor the additional disclosures required by SFAS
157. We are currently assessing the potential itmibat the adoption of the remaining provision$SBAS 157 may
have on IPALCO'’s financial statements.

SFAS 160 “Non-controlling Interests in Consolidated-inancial Statements — an amendment of ARB No. 51"

In December 2007, the FASB issued SFAS 160, whaghires all entities to report minority interests i
subsidiaries as equity in the consolidated findret@tements, and requires that transactions betestities and
non-controlling interests be treated as equity. SRAOQ is effective for IPALCO beginning Januar@09. The
adoption of SFAS 160 is currently not expecteddweeha material effect on IPALCO’s consolidated ficial
position and results of operations.

SFAS 161 “Disclosures about Derivative Instrumentand Hedging Activities — an amendment of FASB
Statement No. 133"

In March 2008, the FASB issued SFAS 161, which ireguadditional disclosures about the objectivethef
derivative instruments and hedging activities, rtrethod of accounting for such instruments undeteStant of
Financial Accounting Standards No. 133 “AccountiogDerivative Instruments and Hedging Activitiesid its
related interpretations, and a tabular disclost@itbemeffects of such instruments and related hedgens on
IPALCO's financial position, operations, and cakiwk. SFAS 161 is effective for IPALCO beginninghdary 1,
2009. We are currently assessing the potential éirpat the adoption of SFAS 161 may have on IPAILCO
financial statements.

4. REGULATORY MATTERS
Basic Rates and Charges

IPL's basic rates and charges are determined giftarg consideration, on a pro-forma basis, taadfiwable
costs for ratemaking purposes including a fairmetan the fair value of the utility property usattlauseful in
providing service to customers. Pursuant to stath&elndiana Utility Regulatory Commission is mnduct a
periodic review of the basic rates and chargedl otitities at least once every four years, b tRC has the
authority to review the rates of any utility at aipe it chooses. Once set, the basic rates andehauthorized do
not assure the realization of a fair return onf#ievalue of property. IPL's basic rates and cleargiere last
adjusted in 1996.

Fuel Adjustment Charge and Authorized Jurisdictiond Net Operating Income

IPL may apply to the IURC for a change in its fakbrge every three months to recover its estimateccosts,
including the fuel portion of purchased power costisich may be above or below the levels includeiis basic
rates and charges. Independent of the IURC’s ahditeview basic rates and charges, Indiana lawires electric
utilities under the jurisdiction of the [IURC to ntiegerating expense and income test requiremergandition
for approval of requested changes in the FAC. Aaldktlly, customer refunds may result if a utility&ling twelve
month operating income, determined at quarterlysueanent dates, exceeds a utility’s authorized @nnu
jurisdictional net operating income and there aresuifficient applicable cumulative net operatingame
deficiencies against which the excess rolling t@etwonth jurisdictional net operating income carofiget.

In IPL’s four most recently approved FAC filingbetlURC found that IPL’s rolling annual jurisdiatial retail
electric net operating income was greater tharatitkorized annual jurisdictional net operating imeo In addition,
in IPL’s June 2008 FAC filing (FAC 80), which hastryet been approved by the IURC, IPL'’s rolling aah
jurisdictional retail electric net operating incomvas calculated to be greater than the authorinadad
jurisdictional net operating income by $4.7 millifor the twelve months ended April 30, 2008. Beedld. has a
cumulative net operating income deficiency, it hasbeen required to make customer refunds inAts F
proceedings. However, even though it has a cuelaigt operating income deficiency, the IURC madyrstview
IPLs basic rates and charges on a prospective basiny time it chooses.



In December 2007, IPL received a letter from tlaéf tf the IURC requesting information relevanthe
IURC's periodic review of IPL’s basic rates and igfes and IPL subsequently provided informatiorhm staff.
Since IPL’s cumulative net operating income deficie (described above) requires no customer refimttee FAC
process, the IURC staff was concerned that theehititan usual 2007 earnings may continue in theduin an
effort to allay staff’'s concerns, IPL proposedtsmiMarch and June 2008 FAC filings (FAC 79 and @@spective
credits to its retail customers totaling $30 milliand $2 million, respectively. Consistent withsagroposals, IPL
recorded a $30 million deferred fuel regulatorpliligdy in March 2008 and a $2 million deferred fuebulatory
liability in June 2008, with corresponding and mdjve reductions against revenues. In May 20G8|tRC
approved IPL’'s FAC 79, including the $30 millioredit. The credit provides an offset against fuelrges
customers would otherwise pay in the billing morghdune, July and August of 2008, with approxire$s.4
million being applied in June 2008. If IPL’s requés a credit in FAC 80 is approved, it will prald an offset
against fuel charges customers would otherwisarmpthe billing months of September, October and &obker of
2008. The proposed $2.0 million credit is subjedhie IURC approval.

In IPL's March 2006 FAC proceeding (FAC 71), a aamgr advocacy group representing some of IPL’s
industrial customers requested that a sub-dockestablished. IPL and the customer group entettedaim
agreement regarding the scope of the sub-docketwvdgreement was approved by the IURC in its Ma&62@rder
in IPL’'s FAC 71 proceeding. The agreement defilhesscope of the sub-docket as “any issue relatéd@ 71"
and includes illustrative examples including: revief the Midwest Independent Transmission Systerar@tpr,
Inc. components of the cost of fuel, review of padijon of the Midwest ISO components of the codtief, review
of IPL’s generation and demand bidding practicegiew of allocation of fuel and other costs, revigiicompliance
with Indiana Code 8-1-2-42(d) and review of IPLIe& Plan, all as they relate to FAC 71 only. Beseaaf the
uncertain outcome of the FAC 71 sub-docket, the@uBders in IPL’s FAC 71 proceeding and subseqb&@
proceedings (through FAC 79) approved IPL's FAQdexon an interim basis, subject to refund. Aoray’s
conference was held in June 2008, when a procesdcinadule was set for the parties to file theiesen-chief and
for the evidentiary hearing. The IURC’s Ordersib’ls FAC 77, 78 and 79 proceedings also set IPIRE Factor
on an interim basis, subject to refund, pendingotiteome of the FERC proceeding regarding Revenifeciency
Guarantee Second Pass charges and any subsequeaisagr future order of the IURC. We cannot prieditat
refunds, if any, may be required, or for what perid time.

Purchased power costs below an established benktar@apresumed to be recoverable fuel costs. lil Apr
2008, the IURC issued a final order, which approNeds joint petition filed along with another Iratha utility and
the Indiana Office of Utility Consumer Counselohig petition requested a new settlement mecharosiié
recovery of fuel costs in the cost of purchasedtetdty. Under the former agreement, hourly pusgdhpower
costs were compared to a monthly standard. Undengkv settlement agreement, hourly purchased povets are
compared to a daily benchmark to better reflechgka in natural gas prices that occur throughautribnth. IPL
believes that changes in natural gas prices tyigig#luence the price at which it can purchase powherefore,
IPL believes that the new benchmark will more dipseck fluctuations in purchased power pricese Tiew
benchmark expires in April 2010. Purchased powstscover the benchmark not recovered from IPL’$acusrs
have not had a material impact on our results efaons or financial condition to date.

Wind Power Purchase Agreement

In April 2008, IPL entered into a power purchasesagnent for 20 years of approximately 100 MW ofdvin
generated electricity with Hoosier Wind Project,@,la subsidiary of enXco, Inc. The contract is ocaggnt, among
other things, on the IURC approval of cost recowgaya cost recovery mechanism similar to the FAG the
extension of the federal production tax creditdaalified renewable energy producers. In April 2088. filed the
request with the IURC for such recovery. No assteazan be given at this time as to whether orhmtWRC will
approve the request. This agreement, if approved|dihelp IPL to diversify the resources availdolserve its
customers in light of potential greenhouse gasrandwable portfolio standards legislation. Renewaigirtfolio
standards, which would require a certain percenthge electric utility’s electricity to come frorenewable
sources by a given date, have been consideredtathmstate and federal levels. However, it isentty unclear
what future legislation IPL might face related émewable portfolio standards.



5. FAIR VALUE MEASUREMENTS

SFAS 157 defines and establishes a framework faisoméng fair value and expands disclosures abaut fa
value measurements. In accordance with SFAS 15hawe categorized our financial assets and ligslitbased
on the priority of the inputs to the valuation teitjue, into a three-level fair value hierarchy essferth below. If
the inputs used to measure the financial instrusnfait within different levels of the hierarchy gticategorization is
based on the lowest level input that is signifidarthe fair value measurement of the instrument.

Financial assets and liabilities recorded on theudited Consolidated Balance Sheets are categdyaset on
the inputs to the valuation techniques as follows:

Level 1- Financial assets and liabilities whose valuesbased on unadjusted quoted prices for identicadtas
or liabilities in an active market that the compéuag the ability to access at the measurementeeaeples
include active exchange-traded equity securitisted derivatives, and most U.S. Government and@ge
securities).

Level 2- Financial assets and liabilities whose valueshased on quoted prices in markets where trading
occurs infrequently or whose values are based otedyrices of instruments with similar attribuitesictive
markets. Level 2 inputs include the following:

= Quoted prices for identical or similar assets abilities in non-active markets (examples includgporate
and municipal bonds which trade infrequently);

= Inputs other than quoted prices that are obsenfabkubstantially the full term of the asset ability
(examples include interest rate and currency swaps)

= Inputs that are derived principally from or corrofted by observable market data for substantibéyfall
term of the asset or liability (examples include@@a securities and derivatives).

Level 3- Financial assets and liabilities whose valueshaseed on prices or valuation techniques that requi
inputs that are both unobservable and significartiié overall fair value measurement. These inpaitsct
management’s own assumptions about the assumpgtior@sket participant would use in pricing the asset
liability.

The following table presents the financial assatsl@bilities we measure at fair value on a reiogrbasis,
based on the fair value hierarchy as of June 30820

Fair Value Measurements at
June 30, 2008, Using
Level 1 Level 2 Level 3
(In Thousands)

Financial assets:

Short-term investments $ 7,830 $ 3,050 $ -

Financial transmission rights - - 15,041

Other derivative assets - - 205
Total financial assets measured at fair value $ 7,830 $ 3,060 $ 15,246

Financial liabilities:

Interest rate swap $ - $ - 8 4,908
Other derivative liabilities - - 185
Total financial liabilities measured at fair value $ - $ - $ 5,093

10



The following table sets forth a reconciliationfisfancial instruments classified as Level 3 in thie value
hierarchy:

Derivative Financial
Instruments, net
asset (liability)
(In Thousands)

Balance at January 1, 2008 $ (4,671)
Unrealized gains (losses) recognized in earnings (221)
Unrealized gain recognized as a regulatory ligbilit 1,557
Issuances and settlements, net 13,488

Balance at June 30, 2008 $ 10,153

Valuation Techniques

As of June 30, 2008, our available-for-sale sei@sitonsisted of $7.8 million of variable-rate dechaotes
and $3.1 million of auction rate securities, whigk included in short-term investments on our uitadd
Consolidated Balance Sheets. Our variable-rate démates are measured using quoted market pricest®d
recent events in the U.S. credit markets, we held illion of auction rate securities that expecied failed
auctions during the first quarter of 2008. In teeand quarter, $6.0 million of the auction rateusiies were
redeemed. We continue to hold $3.1 million of aurctiate securities that experienced failed auctihmig the
first half of 2008. As described in our Form 108 the quarterly period ended March 31, 2008, sachurities
were valued using quoted market prices, but dukeddliquid nature of such investments in the eantrmarket, we
have classified them as Level 2.

Derivative assets included $15.0 million of Finahdiransmission Rights. In connection with IPL’s
participation in the Midwest ISO, in the second rggraof each year IPL is granted financial instratsehat can be
converted into cash or FTR'’s based on IPL’s foreszhpeak load for the period. FTR’s are used inMitbvest 1ISO
market to hedge IPL’s exposure to congestion clsarghkich result from constraints on the transmissigstem.
IPL converted all of these financial instrument®iRTR’s during the second quarter of 2008. IPLT&RF are
valued at the cleared auction prices for FTR simMidwest ISO’s annual auction. The fair valueggrssd to the
FTR’s is considered a Level 3 input under the vaiue hierarchy required by SFAS 157. An offsettiagulatory
liability has been recorded as management belitaghese costs will be refunded in rates, thrahghFAC. As
such, there is no impact on our unaudited Congelii&tatements of Income.

6. REGULATORY ASSETS AND LIABILITIES
Deferred Fuel

Deferred fuel costs are a component of currentleggy assets or liabilities and are expected toebevered
from or credited to retail customers through futifeC proceedings. IPL records deferred fuel in adance with
standards prescribed by the Federal Energy Regul@mmmission. The deferred fuel adjustment isrdwilt of
variances between estimated fuel and purchasedrpmsts in IPL's FAC and actual fuel and purchgseder
costs. IPL is generally permitted to recover unstémeated fuel and purchased power costs in futatesrthrough
the FAC proceedings and therefore the costs asgréefand amortized into fuel expense in the sagnieg that
IPL’s rates are adjusted. Additionally, as discdsseNote 4,"Regulatory Matters,”in IPL's FAC 79 and 80, IPL
proposed prospective credits to its retail custenaialing $32 million. Consistent with these prsglg, IPL has
recorded $32 million as reductions against revemigscorresponding deferred fuel regulatory ligkgk, which
are being reduced as the credits are applied.dimduthese credits, IPL had deferred fuel lialgbtof $12.6 million
at June 30, 2008, which are included in regulaliahyjlities (current) on the accompanying unaudi@zhsolidated
Balance Sheets. IPL had deferred fuel assets oP$tlion at December 31, 2007, which is includedegulatory
assets (current) on the accompanying unauditeddlidated Balance Sheets.

11



Financial Transmission Rights

As discussed in Note B-air Value Measurements,IPL has recorded a current regulatory liabilitytba
accompanying unaudited Consolidated Balance Sheleted to FTRs that it has been granted by themdid ISO.
The regulatory liability (current) balance related=TRs was $15.0 million and $1.6 million at J&@ 2008 and
December 31, 2007, respectively. The $13.4 milirmmmease is primarily because IPL was granted $difllbbn of
FTRs by the Midwest ISO in the second quarter &80

7. INDEBTEDNESS
IPALCQO’s Senior Secured Notes

In April 2008, IPALCO completed the sale of $400lmin aggregate principal amount of 7.25% Senior
Secured Notes due April 1, 2016 pursuant to RutbAland Regulation S under the Securities Act of3] 23
amended. The 2016 IPALCO Notes were issued pursaamt Indenture dated April 15, 2008, by and betwe
IPALCO and The Bank of New York Trust Company, N.&s trustee. In connection with this issuance Lie@
conducted a Tender Offer to repurchase for castaadyall of IPALCO'’s outstanding 8.375% Senior Sedu
Notes due November 14, 2008 (original coupon 7.37%8%which $375 million were outstanding.

The 2016 IPALCO Notes were sold at 98.526% of paulting in net proceeds of $394.1 million. Thed$5.
million discount is being amortized through 201éhgghe effective interest method. We used thes@meeeds to
repurchase all of the outstanding 2008 IPALCO Nitesugh the Tender Offer and subsequent redempfiaifi
remaining notes not tendered. The proceeds weveuabd to pay the early tender premium of $13.8anil
(included in Interest on long-term debt in the aopanying unaudited Consolidated Statements of le3a@nd
other fees and expenses related to the Tender &ftethe redemption of the 2008 IPALCO Notes amrdghuance
of the 2016 IPALCO Notes.

In addition, IPALCO solicited and received consdntamend the applicable indenture with respetitéd2008
IPALCO Notes and entered into the Indenture Supptardated April 15, 2008, with The Bank of New Y dnkust
Company, N.A,, as trustee, to the Indenture betweemparties dated November 14, 2001. The Indenture
Supplement amends the Original Indenture with retsipethe 2008 IPALCO Notes to eliminate substdigta| of
the restrictive covenants, several affirmative cards and certain events of default, modify theeoawt regarding
mergers, consolidations and sales of IPALCO’s assed eliminate or modify certain other provisions.

The 2016 IPALCO Notes are secured by IPALCO’s péedball of the outstanding common stock of IPLeTh
lien on the pledged shares will be shared equalliyratably with IPALCQ’s existing senior securedas IPALCO
has entered into a Pledge Agreement SupplementiigtBank of New York Trust Company, N.A., as Cetal
Agent, dated April 15, 2008 to the Pledge Agreenbetiveen IPALCO and The Bank of New York Trust
Company, N.A. as successor Collateral Agent datmeeiber 14, 2001.

8. INCOME TAXES

In May 2008, we received naotification that the dd@ommittee on Taxation completed their review of o
method of capitalizing indirect service costs fx years ended December 31, 2001 through Decenib@084 and
took no exception to the settlement as proposetidy).S. Internal Revenue Service. The resolutfdhis tax
position resulted in a decrease in our unrecogriaedenefits by approximately $14 million. The sapwas
recorded in the second quarter of 2008 by decrgasin non-current income tax liability by approxielg $16
million, increasing our income taxes currently galgeby approximately $6 million, increasing our acwlated
deferred income taxes by approximately $9 milliod decreasing income tax expense by approximafehpiion.

12



9. PENSION AND OTHER POSTRETIREMENT BENEFITS

The following tables present information relatiogiie Employees’ Retirement Plan of Indianapolis/@o&
Light Company and the Supplemental Retirement Bfandianapolis Power & Light Company, which are
combined and shown as Pension Benefits. The fatiguables also present information relating to ©the
Postretirement Benefits:

Other
Pension Postretirement
Benefits Benefits

(In Thousands)
Net funded status of plans:

Net funded status at December 31, 2007, beforadmstments $ (78,634) $ (10,137)
Net benefit cost components reflected in net furstatlis during first quarter:
Service cost (1,749) (279)
Interest cost (10,107) (161)
Expected return on assets 10,497 -
Employer contributions during quarter 335 60
Net funded status at March 31, 2008, before tax ag§tments (79,658) (10,517)
Net benefit cost components reflected in net furgtatlis during second quarter:
Service cost (1,312) (279)
Interest cost (7,566) (161)
Expected return on assets 7,858 -
SFAS 88 settlement accounting re-actuarial valnatisupplemental plan (388) -
Employer contributions during quarter 5,000 67
Net funded status at June 30, 2008, before tax adjtments $ (76,066) $ (10,890)
Regulatory assets (liabilities) related to pensiorf3:
Regulatory assets (liabilitiea} December 31, 2007, before tax adjustments $ 89589 % (1,465)
Amount reclassified through net benefit cost:
Amortization of net actuarial gain/(loss) (456) 4
Amortization of prior service credit/(cost) (956) 14
Regulatory assets (liabilities) at March 31, 200&efore tax adjustments 88,177 (1,447)
SFAS 88 settlement accounting re-actuarial valnatisupplemental plan 388 -
Amount reclassified through net benefits cost:
Amortization of net actuarial (loss) — SFAS 88 igrition (429) -
Amortization of net actuarial gain/(loss) — monthalyortization (342) 5
Amortization of prior service credit/(cost) — molgthmortization (717) 14
Regulatory assets (liabilities) at June 30, 2008¢efore tax adjustments $ 87,077 $ (1,428)

@ Amounts that would otherwise be charged/crediteficcumulated Other Comprehensive Income or Lossiup
application of Statement of Financial Accountingriétards No. 158 “Employers’ Accounting for Defirigehefits
Pension and Other Postretirement Plans — an amenadfeASB Statements No. 87, 88, 106, and 132R” ar
recorded as a regulatory asset or liability bec#séras historically recovered and currently rers\pension and
other postretirement benefit expenses in ratessélaee unrecognized amounts yet to be recognizeshasonents
of net periodic benefit costs.

Effective for fiscal years ending after December 208, Statement of Financial Accounting Standétads
158 “Employers’ Accounting for Defined Benefits Ramn and Other Postretirement Plans — an amendwohent
FASB Statements No. 87, 88, 106, and 13BRjuires plan assets and liabilities to be measaseaf fiscal year-
end. The Pension Plans had a measurement datevefiber 30 for the fiscal year ended December 30720
Therefore, in accordance with SFAS 158, IPL hastetkto change the Pension Plans’ measuremenfrdate
November 30 to December 31, effective Decembe328. SFAS 158 gives employers two methods for giman
their measurement dates: (1) The “remeasuremetoahétwhich would require assets and liabilitiebt
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remeasured at the end of the preceding fiscal {@acember 31, 2007) or (2) A simplified “13-montletimod,” that
avoids a remeasurement at the start of the transyear.

Under either option, the plan must book an adjustrteeretained earnings to reflect net periodia éosthe
“gap period” (December 1, 2007 to December 31, 20@°L elected the simplified “13-month method” for
remeasurement. The “gap period” adjustment is bdaisean adjustment to retained earnings to rafieicperiodic
cost for the “gap period” of $0.4 million, net efdome taxes, and Accumulated Other Comprehensieeria or
Loss, to the extent it includes amortization congria and does not flow through earnings or incdsmeler the 13-
month method, no adjustment is required to Accutadi®ther Comprehensive Income or Loss for gainsl@sses
arising during the gap period. Amounts that woulttovise be charged/credited to Accumulated Other
Comprehensive Income or Loss upon application #SSES8 are recorded as a regulatory asset orifiabécause
IPL has historically recovered and currently reeeyeension and other postretirement benefit exjgensates. These
are unrecognized amounts yet to be recognizedrapartents of net periodic benefit costs.

Pension Expense

The following table presents the “gap period” atihent that was booked to IPL’s January 1, 2008rbeng
retained earnings. The information relates to thesibn Plans (combined):

(In Thousands)
Components of net periodic benefit cost:

Service cost $ 437
Interest cost 2,527
Expected return on plan assets (2,624)
Amortization of actuarial loss 114
Amortization of prior service cost 239
Net periodic benefit cost $ 693

The following table presents Net Periodic BenebfisCinformation relating to the Pension Plans coredi

For the Three Months For the Six Months
Ended, June 30, Ended, June 30,
2008 2007 2008 2007

(In Thousands)
Components of net periodic benefit cost:

Service cost $ 1312 3 1,472 $ 2,624 $ 2,943
Interest cost 7,566 7,152 15,146 14,304
Expected return on plan assets (7,858) (7,703) (15,731) (15,406)
Amortization of actuarial 1088 771 1,409 1,113 2,818
Amortization of prior service cost 717 687 1,434 1,374
Net periodic benefit cost $ 2,508 % 3,017 $ 4586 $ 6,033

®ncludes $429,000 Statement of Financial AccounBtandards No. 88 “Employers’ Accounting for Settémts
and Curtailments of Defined Benefit Pension Plamsfar Termination Benefits” settlement loss assuit of a
lump sum distribution paid out of the Suppleme®@ahsion Plan for the three months and six montsacdune
30, 2008.
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Other Postretirement Employee Benefits and Expense

The SFAS 158 measurement date requirement hadewt eh the other postretirement benefit plan sthee
measurement date for that plan was December 3hédiscal year ended December 31, 2007. Therefarégap
period” adjustment is required for the other pdageeent benefit plan.

The following table presents Net Periodic BenefisCinformation relating to other postretirememdigs:

For the Three Months For the Six Months
Ended, June 30, Ended, June 30,
2008 2007 2008 2007

(In Thousands)
Components of net periodic benefit cost:

Service cost $ 279 % 330 $ 558 $ 661
Interest cost 161 145 322 290
Amortization of actuarial loss (5) - 9) -
Amortization of prior service cost (14) 2 (28) 3
Net periodic benefit cost $ 421 $ 477 % 843 $ 954

10. COMMITMENTS AND CONTINGENCIES

Please see Note “Regulatory Matters — Fuel Adjustment Charge andhiwized Jurisdictional Net Operating
Income” for a discussion of the deferred fuel regulatdaiilities recorded for credits to IPL’s retail tomers.

Legal

As of June 30, 2008 and December 31, 2007, IPLangefendant in approximately 114 pending lawsuits,
alleging personal injury or wrongful death stemmirgm exposure to asbestos and asbestos contgirdagcts
formerly located in IPL power plants. IPL has beéamed as a “premises defendant” in that IPL didnmioe,
manufacture, distribute or install asbestos or stsisecontaining products. These suits have beamght@n behalf
of persons who worked for contractors or subcomracired by IPL. IPL has insurance which may ce@ne
portions of these claims; currently, these case$aing defended by counsel retained by variougéns who wrote
policies applicable to the period of time duringiethmuch of the exposure has been alleged.

It is possible that material additional loss widlyard to the asbestos lawsuits could be incurrethigtime, an
estimate of additional loss cannot be made. IPLsk#tted a number of asbestos related lawsuitarfaunts which,
individually and in the aggregate, were not mateéadPL or IPALCO's financial position, results operations, or
cash flows. Historically, settlements paid on IPié&half have been comprised of proceeds from omeocoe
insurers along with comparatively smaller contribng by IPL. We are unable to estimate the numbehe effect
of, or losses or range of loss which are reasonatgible from the pending lawsuits or any addél@asbestos
suits. Furthermore, we are unable to estimate digop of a settlement amount, if any, that mayhbl from any
insurance coverage for any known or unknown clafkasordingly, there is no assurance that the pendimany
additional suits will not have a material advereat on IPALCO’s Consolidated Financial Statements

In November 2007, the International Brotherhoodtkefctrical Workers, Local Union No. 1395, and sexe
individual retirees, (the “Complainants”), fileccamplaint at the IURC seeking enforcement of the@rpretation
of the 1995 final order and associated settlemgi@eanent resolving IPL’s basic rate case. The Caimphts are
requesting that the IURC conduct an investigatibiiPb’s failure to fund the Voluntary Employee Bdiogary
Association Trust, at a level of approximately $dlion per year. The VEBA Trust was spun off toiadependent
trustee in 2001. The complaint seeks an IURC arelguiring IPL to make contributions to place theBATrust in
the financial position in which allegedly it woubéve been had IPL not ceased making annual cotitnitsuto the
VEBA Trust after its spin off. The Complaint alsee&s an IURC order requiring IPL to resume makimguzl
contributions to the VEBA Trust. IPL filed a moti¢ém dismiss and both parties are seeking summagnjient in
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the IURC proceeding. To date, no procedural scleefitulthis proceeding has been established. IPieved it has
meritorious defenses to the Complainants’ clainasitawill assert them vigorously in response to ¢oenplaint;
however, there can be no assurances that it wiliseessful in its efforts.

In addition, IPALCO and IPL are involved in litiga arising in the normal course of business. Wik
results of such litigation cannot be predicted weitainty, management believes that the final@ute will not
have a material adverse effect on IPALCO’s Constéid Financial Statements.

Environmental

We are subject to various federal, state and lewaironmental protection and health and safety lamds
regulations governing, among other things, the gaima, storage, handling, use, disposal and tiateton of
hazardous materials; the emission and discharpazzrdous and other materials into the environnaamit;the
health and safety of our employees. These lawsegdations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, pierevocation
and/or facility shutdowns. We cannot assure yotleahave been or will be at all times in full cdiapce with
such laws, regulations and permits; however, waatdelieve any currently open investigations vaBult in fines
material to our results of operations or finanpiasition.

Clean Air Interstate Rule

As discussed in our 2007 Form 10-K, in March 208 W.S. Environmental Protection Agency finalizked t
CAIR, which imposes restrictions against pollutthg air of downwind states. The CAIR establishéd@phase
regional “cap and trade” program for s&hd NQ emissions that would require the largest redudticair pollution
in more than a decade. CAIR covers 28 easterrssiatduding Indiana, and the District of Columbia.July 2008,
the U.S. Court of Appeals for the D.C. Circuit viethand remanded the federal CAIR to the EPA. Theg could
be appealed either to the full bench (en banch@it.S. Court of Appeals for the D.C. Circuit otthe U.S.
Supreme Court. Thus, it is not clear what imphit tuling will have on our business, results oéigtions or
financial position.

Clean Air Mercury Rule

As discussed in our 2007 Form 10-K, in March 2086,EPA finalized the federal CAMR that required
utilities to reduce mercury emissions from new aridting coal fired power plants. The rule credtdndards of
performance” limiting mercury emissions from uiéd and established a staged approach for redsctiara “cap
and trade” program. In February 2008, the U.S. ColuAppeals for the D.C. Circuit vacated the fed€2AMR,
requiring the EPA to promulgate a new mercury eimissrule which presumably will not include a “capd trade”
program. Subsequently, in July 2008, the Indi@ffece of the Attorney General issued an Advisostter No. 08-
17 regarding implementation and enforcement ofrtdéana CAMR, which resulted in the Indiana Depanof
Environmental Management providing a formal opinfloat the Indiana CAMR should not be enforced.aAesult,
IPL will not be required to meet either the mercamyission reduction requirements or install mereupnitors
until such time as there is either judicial or fegory finality.

Clean Coal Technology Filings

In April 2008, in response to an updated Plan filgdPL, the IURC issued an Order approving reco\r
capital expenditures of approximately $92.7 millmrer the next three years. The $92.7 million apedoby the
IURC includes $90.0 million to install and/or updeaCCT to further reduce $@nd mercury emissions at IPL's
Petersburg generating station and $2.7 milliomfercury emissions monitoring equipment at IPL’sldoed
power plants. IPL currently estimates the instaltand/or upgrade of CCT to further reduce, 8@d mercury
emissions at its Petersburg generating stationcedt approximately $98.5 million. IPL intends tek recovery of
any prudent costs incurred on this project aboeecthrently authorized $90.0 million; however, thean be no
assurance that such recovery will be granted. Ui also approved the ratemaking treatment appgédab
qualified pollution control property to be recovéthrough an Environmental Compliance Cost Recovery
Adjustment, similar to that which IPL has receiwegrevious environmental filings. Such treatmemiudes a
return on the construction costs and recovery pfegation expenses and operation and maintenapenses
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associated with these projects. The IURC also gtalRL the authority to add the approved returiit®n
environmental projects to IPL's authorized annuaikgictional net operating income in subsequent FA
proceedings.

The installation and upgrade of CCT to further 8Q and mercury emissions at IPL's Petersburg
generating station is expected to begin in 2009tarimk in service during the second quarter of 26ivever,
because the federal CAIR has been vacated, assdetabove, IPL is reevaluating its options amlrbt yet clear
whether or not there will be material changessddCT plans for SPand NQ. The installation of the mercury
emissions monitoring equipment at IPL’s coal-fipmlver plants is also under review given that thecomy
monitoring requirements under the Indiana CleanMércury Rules are uncertain as a result of ther@dCAMR
being vacated and the opinion letter from the Indi®ffice of Attorney General, as discussed abowil there is
greater regulatory clarity around its obligatiold, has tentatively suspended its plan to instaftaary monitors.

11. RELATED PARTY TRANSACTIONS

In the first quarter of 2008, IPL exchanged 20,66% environmental air emissions allowances for 20,308
environmental air emissions allowances with wholyred subsidiaries of AES. Because the transadéoked
commercial substance and were between entities gndamon control, the exchanges have been accotortby
IPL at their historical cost. This transaction dimt have a material impact on our results of opamator financial
condition.

12. SEGMENT INFORMATION

Operating segments are components of an entefprisehich separate financial information is avaié@abnd is
evaluated regularly by the chief operating decisiaker in assessing performance and deciding haldcate
resources. Substantially all of our business ctssisthe generation, transmission, distributiod aale of electric
energy conducted through IPL which is a verticaltggrated electric utility. IPALCO'’s reportable iness
segments are utility and nonutility. Utility nettimme for the three months ended June 30, 2008 @0id \Bas $28.6
million and $40.6 million, respectively and for thixk months ended June 30, 2008 and 2007 was $%i0i@n and
$82.3 million, respectively. The nonutility categqrimarily includes the 2008 IPALCO Notes, the $3iiillion of
8.625% (original coupon 7.625%) Senior Secured $ldtee November 14, 2011 and 2016 IPALCO Notes;
approximately $7.9 million and $1.7 million of ndility cash and cash equivalents, as of June 308 2(d
December 31, 2007, respectively; short-term and-temm nonutility investments (including EnerTecapal
Partners Il L.P.) of $9.4 million and $11.5 milliab June 30, 2008 and December 31, 2007, resplyctarel
income taxes and interest related to those itemstelwas no nonutility operating income duringpkeods
covered by this report. However, the nonutility gilng segment had a net loss of $18.4 million $&d million
for the three months ended June 30, 2008 and 288Fectively and $28.2 million and $19.8 milliom fbe six
months ended June 30, 2008 and 2007, respectiNehutility assets represented less than 1% of IRBIsGotal
assets as of June 30, 2008 and December 31, 206 Were no nonutility capital expenditures dutimgthree
months and six months ended June 30, 2008 and Z8@7accounting policies of the identified segmemts
consistent with those policies and procedures destin the summary of significant accounting piekc
Intersegment sales, if any, are generally basqutioas that reflect the current market conditions.
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ITEM 1B. DEFINED TERMS

DEFINED TERMS

The following is a list of frequently used abbrédioas or acronyms that are found in this reporForm 10-Q:

2008 IPALCO Notes

2016 IPALCO Notes
AES
BART
CAIR
CAMR
CCT
CG,
DSM
EPA
FAC
FASB
FERC
FTR
GAAP

Indenture Supplement

IPALCO

IPL

IURC

kWh

Mid-America
Midwest ISO

MW

NO,

Original Indenture

Pension Plans

SFAS 88

SFAS 157

SFAS 158

$375 million of 8.375% (original coupon 7.375%) BerSecured Notes due
November 14, 2008

$400 million of 7.25% Senior SecLNotes due April 1, 2016

The AES Corporation

Best Available Retrofit Technology

Clean Air Interstate Rule

Clean Air Mercury Rule

Clean Coal Technology

Carbon Dioxide

Demand-Side Management

U.S. Environmental Protection Agency

Fuel Adjustment Charges

Financial Accounting Standards Board

Federal Energy Regulatory Commission

Financial Transmission Right

Accounting Principles Generally Accepted ie thnited States of America

Indenture Supplement between IPALCO Enterprises,dnd The Bank of New
York Trust Company, N.A., as Trustee, dated Apfil 2008, to the Indenture
of Trust between IPALCO Enterprises, Inc. and ThalBof New York Trust
Company dated November 14, 2001

IPALCO Enterprises, Inc.

Indianapolis Power & Light Company

Indiana Utility Regulatory Commission

Kilowatt hour

Mid-America Capital Resources, Inc.

Midwest Independent Transmission SysBparator, Inc.

Megawatt

Nitrogen Oxides

Indenture of Trust between IPALCO Enterprises, &rd The Bank of New
York Trust Company dated November 14, 2001

Employees’ Retirement Plan of Indianapolis Powdright Company and
Supplemental Retirement Plan of Indianapolis Paswverght Company

Statement of Financial Accounting Standards Nd:B8ployers’ Accounting
for Settlements and Curtailments of Defined Berfééihsion Plans and for
Termination Benefits”

Statement of Financial Accounting Standards No. Failr Value
Measurements”

Statement of Financial Accounting Standards No.“Esfiployers’ Accounting
for Defined Benefits Pension and Other Postretirgridéans — an amendment
of FASB Statements No. 87, 88, 106, and 132R”
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DEFINED TERMS (Continued)

SFAS 160

SFAS 161

SO,
Tender Offer

VEBA Trust

Statement of Financial Accounting Standards Nd'Ngghcontrolling Interests in
Consolidated Financial Statements—an amendmenR&f No. 51"
Statement of Financial Accounting Standards No.“Td4closures about

Derivative Instruments and Hedging Activities —aanendment of FASB
Statement No. 133"

Sulfur Dioxide

A tender offer to repurchase for cash any andfdPALCQO’s outstanding
8.375% Senior Secured Notes due November 14, 20@final coupon
7.375%)

Voluntary Employee Beneficiary AssocatiTrust
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion and analysis should bel ieaconjunction with our unaudited ConsolidateddFicial
Statements and the notes thereto includéttém 1. Financial Statementsihcluded in Part | — Financial
Information of this Form 10-Q. The following disirsn contains forward-looking statements. Our daesults
may differ materially from the results suggestedhmse forward-looking statements. Please Saeitionary Note
Regarding Forward — Looking Statemérasthe beginning of this Form 10-Q. For a listceftain abbreviations or
acronyms used in this discussion, skkeri 1B. Defined Terrhiincluded in Part | — Financial Information of ¢hi
Form 10-Q.

DESCRIPTION OF THE COMPANY

IPALCO Enterprises, Inc. is a holding company ipayated under the laws of the state of Indiana. Our
principal subsidiary is Indianapolis Power & Lighbmpany, a regulated utility operating in the stdtindiana.
Substantially all of our business consists of theegation, transmission, distribution and saleledteic energy
conducted through IPL. Our other direct subsidibfig-America Capital Resources, Inc., is the hojdaompany
for our unregulated activities. Mid-America’s ordignificant investment is a small minority ownegshiterest in
EnerTech Capital Partners Il L.P., a venture chfitad, with a recorded value of $6.8 million asJofhe 30, 2008
and December 31, 2007. Our business segmentsildseartd nonutility.

We are primarily engaged in generating, transngjitdistributing and selling electric energy to apgmately
470,000 retail customers in the city of Indianapalnd neighboring areas within the state of Indisvehave an
exclusive right to provide electric service to thasistomers. We own and operate four generatitigrsgaall within
the state of Indiana. More than 99% of our totateicity produced was generated from coal. Natgaal and fuel
oil combined to provide the remaining kWh genena{jprimarily for peaking capacity). Our net electgieneration
capability for winter and summer is 3,492 MW an853 MW, respectively. Our corporate mission iseéos/e our
customers’ needs for electric power in ways thatjole exceptional value to our customers, sharahs|gpeople
and communities.

Material changes in our consolidated financial d¢tod and results of operations, except where ncdeel
attributed to the operations of IPL. Consequettittg, following discussion is centered on IPL.
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RESULTS OF OPERATIONS

The electric utility business is affected by seasoveather patterns throughout the year and, tberethe
operating revenues and associated expenses agenmarated evenly by month during the year.

Comparison of three months ended June 30, 2008 atittee months ended June 30, 2007

Net income during the three months ended June@I8 af $9.4 million decreased $20.6 million from ne
income of $30.0 million during the same period @@2. The following discussion highlights signifi¢dactors
contributing to this change.

Utility Operating Revenues

Utility operating revenues increased in 2008 duthmgythree months ended June 30, 2008 comparée &ame
period in 2007 by $8.9 million, which resulted frahe following changes (dollars in thousands):

Three months ended

June 30, Percentage
2008 2007 Change Change

Utility Operating Revenues

Retail Revenues $ 244,132 $ 232,583 $ 11,549 5.0%

Wholesale Revenues 18,674 20,697 (2,023) (9.8)%

Miscellaneous Revenues 4,522 5,150 (628) 92.2
Total Utility Operating Revenues  $ 267,328 $ 258,430 $ 8,898 3.4%
Heating Degree Days 521 476 45 9.5%
Cooling Degree Days 290 446 (156) (35.0)%

The 3.4% increase in utility operating revenues prasarily due to a 5.0% increase in retail revenuehis
increase is net of a $2.0 million regulatory ligtitecorded in June 2008 for a proposed crediPtds retail
customers. Setiquidity and Capital Resources — Regulatory Maste- Fuel Adjustment Charge and Authorized
Jurisdictional Net Operating Incomdbr further information regarding the credit.

Excluding the effect of the $2.0 million creditta® revenues increased by 5.8% ($13.6 millionjraiily due
to a 12.5% increase in the weighted average pec&\yh sold ($30.5 million) partially offset by 2986 decrease
in the quantity of kwWh sold ($16.9 million). Theciease in the weighted average price of kWhs salsl primarily
due to a $12.5 million increase in revenues reladaslir Clean Coal Technology projects, a $9.9iomlincrease in
fuel revenues, and an $6.2 million increase invteeghted average price per kWh rate charged toesidential and
commercial customers excluding fuel recovery anvemees related to our CCT projects. The increa$eein
revenues is offset almost entirely with increasesl &nd purchased power expenses attributabletmgeour
jurisdictional retail customers (see discussiohUtility Operating Expensé&gs Our declining block rate structure
generally provides for residential and commercistomers to be charged a lower price per kWh ratégher
consumption levels. Therefore, as volumes decrélaseayeighted average price per KWh increasesdébgesase in
the quantity of retail kWhs sold was primarily doehe 35.0% decrease in cooling degree days dtiing
comparable periods.

The 9.8% decrease in wholesale revenues is priyrdui to a 22.1% decrease in the quantity of kWih so
($5.3 million), partially offset by a 15.8% increaim the weighted average price per kwh sold (#3lBon). The
decrease in quantity was primarily due to the tgramd duration of generating unit maintenance mgaghe
guantity and price of wholesale kWh sales are mgmacted by the ability of our generation to bepdished by the
Midwest Independent Transmission System Operator,dt wholesale prices that are above our variaidés and
the amount of electricity we have available to Bethe wholesale market. Our ability to be dispad in the
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Midwest ISO market is primarily impacted by thedtional market price of electricity and variablengeation
costs. The amount of electricity available for Vesale sales is impacted by our retail load requaras, our
generation capacity and unit availability.

Utility Operating Expenses

The following table illustrates our primary opengtiexpense changes from the three months endec0uge07
to the three months ended June 30, 2008 (in md)ion

Operating Expenses for the three months ended Jurg9, 2007 $ 207.1
Increase in depreciation and amortization 8.2
Increase in other operating expenses 7.3
Increase in maintenance expenses 4.6
Increase in fuel 3.5
Increase in power purchased 3.4
Decrease in income taxes — net (8.8)
Decrease in taxes other than income taxes (0.9)

Operating Expenses for the three months ended Jurg9, 2008 $ 224.4

The $8.2 million increase in depreciation and afration was primarily due to an increase in de@gon
expense, net of amounts deferred for future regovelated to CCT placed into service in Septen2®&7 at our
Harding Street generating station.

The increase in other operating expenses was phyndaie to increased operating expenses relatedtCCT
projects ($2.8 million), wages and employee bes€$2.2 million), and consulting fees and othertamt labor
($1.0 million). The increase in maintenance expsis@rimarily due to the timing of scheduled gatieg unit
maintenance outages and an increase in maintepanmeerhead lines primarily as a result of incrdasterm
damage.

The increase in fuel was partially due to an insesia actual fuel costs of $1.2 million due to @8.increase in
the cost of coal resulting primarily from a pri@opener on one of our large coal contracts, asasdlicreases in
the diesel component of coal prices and increasesal transportation costs. This increase isgroffset by a
10.4% decrease in the quantity of coal consumedalaealecrease in generation of 8.8%. There wasaa®l .3
million increase in deferred fuel costs. Deferredl fcosts are the result of variances between atihrfuel and
purchased power costs in our Fuel Adjustment Clsaagel actual fuel and purchased power costs. Wgeserally
permitted to recover underestimated fuel and puwethgpower costs in future rates through the FACg®dings
and therefore, the costs are deferred and amoiitite@xpense in the same period that our rateadjusted. (See
also“Liquidity and Capital Resources — Regulatory Maste Fuel Adjustment Charge and Authorized
Jurisdictional Net Operating Incomé.Deferred fuel costs are recorded in Fuel on tdoempanying unaudited
Consolidated Statements of Income. There was alsalditional $0.8 million increase in fuel duenocreased ash
disposal transportation costs.

The increase in power purchased was due to an 8@e#ase in the volume of power purchased dutieg t
period ($7.2 million) partially offset by a decreas the market price of purchased power ($3.8anijl The
volume of power purchased increased primarily dughé timing and duration of outages in 2007 an@B2ind
because at times in 2008 it was less expensivesfto buy power in the market than to produceiiselves. The
decreased market price of purchased power is imdleg primarily by changes in the market price divdeed fuel
(primarily natural gas), the price of environmergalissions allowances, the supply of and demandléatricity,
and the time of day in which power is purchased.

The $8.8 million decrease in income tax expensepsiasarily due to a decrease in pretax net opegatin
income.
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Other Income and Deductions

Other income and deductions increased $3.8 miftiem income of $7.8 million in 2007 to income ofl$6
million in 2008. Included in this increase is a%illion increase in the income tax benefit, pniityadue to the
increase in interest on long-term debt. This iaseeis partially offset by a $1.8 million decreas®ther-net
deductions due to various individually immatertehns. There was also a $1.2 million decrease imaltbe/ance for
equity funds used during construction primarily do€lecreased capital expenditures in 2008 compar2d07.

Interest and Other Charges

Interest and other charges increased $16.1 miliothe three months ended June 30, 2008 fromatres
period in 2007. This increase is primarily due %18.9 million early tender premium related to tépurchase of
the $375 million of 8.375% (original coupon 7.3758@nior Secured Notes due November 14, 2008. Tirsean
additional $1.3 million increase due to a weightgdrage increase in the amount of long-term debiade
outstanding in the comparable periods, partialfgeifby a $0.8 million decrease due to lower irgerates. In
addition, allowance for funds used during constaichas decreased $1.0 million due to decreasestremtion
activity in 2008 compared to 2007.

Comparison of six months ended June 30, 2008 and shonths ended June 30, 2007

Net income during the six months ended June 308 20$21.0 million decreased $40.0 million from net
income of $61.0 million during the same period @@2. The following discussion highlights signifi¢dactors
contributing to change in net income.
Utility Operating Revenues

Utility operating revenues decreased in 2008 duitiegsix months ended June 30, 2008 compared tatine
period in 2007 by $4.7 million, which resulted frahe following changes (dollars in thousands):

Six months ended,

June 30, Percentage
2008 2007 Change Change

Utility Operating Revenues

Retail Revenues $ 472,921 $ 475854 $ (2,933) (0.6)%

Wholesale Revenues 33,603 35,530 (1,927) (5.4)%

Miscellaneous Revenues 9,837 9,683 154 1.6%
Total Utility Operating Revenues  $ 516,361 $ 521,067 $ (4,706) (0.9Y%
Heating Degree Days 3,409 3,242 167 5.2%
Cooling Degree Days 290 464 (174) (37.5)%

The 0.9% decrease in utility operating revenuespisarily due to a 0.6% decrease in retail revaniide
decrease includes $32.0 million in deferred fuglratory liabilities recorded in 2008 for credits|PL’s retall
customers. Setiquidity and Capital Resources — Regulatory Maste- Fuel Adjustment Charge and Authorized
Jurisdictional Net Operating Incomdbr further information regarding the credit.

Excluding the effect of the $32.0 million creditstail revenues increased by 6.1% ($29.1 millioingrily
due to a 7.7% increase in the weighted average pec kWh sold ($37.1 million) partially offset byl.5%
decrease in the quantity of kwWh sold ($8.0 millioRfe increase in the weighted average price of kéfd was
primarily due to a $19.7 million increase in revesuelated to our CCT projects, and a $13.7 milimnease in
fuel revenues. The increase in fuel revenues seb#lmost entirely with increased fuel and puretigzower
expenses attributable to serving our jurisdictioe#il customers (see discussionilitility Operating Expenses).
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The decrease in the quantity of retail kWhs sold pamarily due to the 37.5% decrease in coolingyeéle days
during the comparable periods.

The 5.4% decrease in wholesale revenues is priyrdui to a 19.3% decrease in the quantity of kWih so
($8.0 million), partially offset by a 17.2% increaim the weighted average price per kwh sold (#éltlon). The
decrease in quantity was primarily due to the tgrémd duration of generating unit maintenance @samd such
other factors as described‘@@omparison of three months ended June 30, 2008tared months ended June 30,
2007 — Utility Operating Revenues.”

Utility Operating Expenses

The following table illustrates our primary opengtiexpense changes from the six months ended Dyr2937
to the six months ended June 30, 2008 (in millions)

Operating Expenses for the six months ended June 3R007 $ 416.6
Increase in other operating expenses 12.5
Increase in depreciation and amortization 10.2
Increase in fuel 8.6
Increase in maintenance expenses 8.0
Increase in power purchased 2.8
Decrease in income taxes — net (21.7)
Decrease in taxes other than income taxes (0.2)

Operating Expenses for the six months ended June 32008 $ 436.9

The increase in other operating expenses was phyndaie to increased operating expenses relatedt&€CT
projects ($4.8 million), wages and employee besd$i8.0 million), consulting fees and other cortttabor ($2.6
million) and various other individually immateriétms.

The $10.2 million increase in depreciation and dization is primarily due to an increase in depaéon
expense, net of amounts deferred for future regpvelated to CCT placed into service in Septend®€7 at our
Harding Street generating station.

The increase in fuel was primarily due to an insesia actual fuel costs of $7.6 million due to &858 increase
in the cost of coal resulting primarily from a griccopener on one of our large coal contracts,edisas increases in
the diesel component of coal prices and increasesal transportation costs. This increase isgiroffset by a
3.1% decrease in the quantity of coal consumedalaedecrease in generation of 3.3%. Deferreddosts
remained relatively flat for the period. There we®0.8 million increase in fuel due to increasdddisposal
transportation costs.

The increase in maintenance expenses is primaréyta the timing of scheduled generating unit neaiahce
outages and an increase in maintenance on oveliheagrimarily as a result of increased storm dgana

The increase in power purchased was due to a 1in@¥ase in the volume of power purchased durieg th
period ($4.1 million) partially offset by a decreas the market price of purchased power ($1.4ionijl The
volume of power purchased increased primarily dughé timing and duration of outages in 2007 an@B2énd
because at times in 2008 it was less expensivasféo buy power in the market than to produceliselwes. The
decreased market price of purchased power is imfleg primarily by changes in the market price divdeed fuel
(primarily natural gas), the price of environmergalissions allowances, the supply of and demandléatricity,
and the time of day in which power is purchased.

The $21.7 million decrease in income tax expenseminarily due to a decrease in pretax net opegati
income.
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Other Income and Deductions

Other income and deductions increased $3.1 miftiom income of $14.9 million in 2007 to income df8&0
million in 2008. Included in this increase is aGmillion increase in the income tax benefit, pniityadue to the
increase in interest on long-term debt. This iaseeis partially offset by a $2.6 million decreas®ther-net
deductions due to various individually immatertehns. There was also a $1.8 million decrease imaltbe/ance for
equity funds used during construction primarily do€lecreased capital expenditures in 2008 compar2d07.

Interest and Other Charges

Interest and other charges increased $18.0 miléiothe six months ended June 30, 2008 from theegaemiod
in 2007. This increase is primarily due to a $18iBion early tender premium related to the repasshof the 2008
IPALCO Notes. There was also a $2.0 million inceedse to a weighted average increase in the anodlong-
term debt we had outstanding in the comparablegdsripartially offset by a $1.0 million decreasénirrest
expense because of a decrease in the amount alitgtam our $150 million credit facility. In addi, the
allowance for funds used during construction hasetesed $1.2 million due to decreased construeiitimity in
2008 compared to 2007.

LIQUIDITY AND CAPITAL RESOURCES

As of June 30, 2008, we had unrestricted cash asld equivalents of $44.4 million and we also haallable
borrowing capacity of $108.7 million under our $1Gillion committed credit facility after outstaing
borrowings, existing letters of credit and liquyd#tupport for IPL's $40 million unsecured variabd¢e debt, which
is remarketed weekly. All of IPL's long-term borrimgs must first be approved by the Indiana UtiRggulatory
Commission and the aggregate amount of IPL's sieont-indebtedness must be approved by the Fedeea@jiz
Regulatory Commission. We have approval from FE&Bdrrow up to $500 million of short-term indebteds
outstanding at any time through July 27, 2010. H@mrewe also have restrictions on the amount of debt that
may be issued due to contractual obligations of AB8 Corporation and by financial covenant restritd under
our existing debt obligations. We do not believelstestrictions will be a limiting factor in our iéity to issue debt
in the ordinary course of prudent business operatid/e believe that existing cash balances, shami-t
investments, cash generated from operating aetsvdnd borrowing capacity on our committed cresditlity will
be adequate on a short-term and long-term basie#i anticipated operating expenses, interest egpam
outstanding indebtedness, recurring capital experedi and pay dividends to AES. Sources for pradgyayments
on outstanding indebtedness and nonrecurring ¢apipeenditures are expected to be obtained fronex{sting
cash balances; (i) cash generated from operatitigitées; (iii) borrowing capacity on our committeredit facility;
and (iv) additional debt financing.

Capital Requirements
Capital Expenditures

Our construction program is composed of capitakegitures necessary for prudent utility operatimms
compliance with environmental laws and regulati@isng with discretionary investments designedrprove overall
performance. Our capital expenditures totaled $58lon and $101.7 million for the six months exd&une 30,
2008 and 2007, respectively. Included in these antsoare approximately $17.2 million and $57.5 miiliof
expenditures for 2008 and 2007, respectively, ohrtelogy designed to reduce environmental emissielased to
our CCT projects. Construction expenditures dutirgfirst six months of 2008 were financed witremmially
generated cash provided by operations. Construetipenditures during the first six months of 20@teninanced
with internally generated cash provided by operetjdorrowings on our credit facilities, a portwiproceeds from
the June 2007 issuance of $165 million IPL firstrigage bonds, and $4.4 million in draws from thestauction
fund associated with the issuance in September 80860 million of IPL first mortgage bonds.

Our capital expenditure program for the three-yesiod 2008-2010 is currently estimated to cost@apmately
$471 million. It includes approximately $184 miliidor additions, improvements and extensions testrassion and
distribution lines, substations, power factor anlfage regulating equipment, distribution transfersnand street
lighting facilities. The capital expenditure progralso includes approximately $135 million for powtant related
projects; $114million for construction projects designed to reel8Q and mercury emissions; $14 million for
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investments associated with additional generatieh$24 million for other miscellaneous equipmerd amniture.
The majority of the expenditures for constructioojects designed to reduce S&hd mercury emissions are
recoverable through jurisdictional retail rate newe as part of our CCT projects, subject to requyaapproval.
Capital expenditures are financed with a combimatibinternally generated funds and short-termland-term
borrowings.

The $114 million for construction projects designededuce S©and mercury emissions includes $98.5
million over the next three years to install andipgrade CCT to further reduce S&hd mercury emissions at our
Petersburg generating station, which is expectdxbgpn in 2009 and to be in service during the sdaqarter of
2010. However, because the federal Clean Air ItaezdRule has been vacated, as discussed below in
“Environmental Matters — Clean Air Interstate Ruleye are reevaluating our options and it is not yedarcwhether
or not there will be material change to our CCTnpléor SQ and NQ.

Contractual Cash Obligations

Our 2007 Annual Report on Form 10-K contains agiabvhich details our contractual cash obligationsfa
December 31, 2007. Significant changes to our actual cash obligations since December 31, 200ddeche
addition of $400 million of 7.25% Senior Secured®odue April 1, 2016 and the removal of $375 wonillof the
2008 IPALCO Notes. Se€apital Resources — Indebtednedselow for further discussion of our debt refinamygi
activity.

Dividends

All of IPALCO’s outstanding common stock is held AES. During the first six months of 2008 and 208,
paid dividends to AES totaling $32.8 million andd$3 million, respectively. Future distributions Mok determined
at the discretion of our board of directors and délpend primarily on dividends received from IBlividends from
IPL are affected by IPL's actual results of opemasi, cash flows, financial condition, capital reguaients,
regulatory considerations, and such other factei®b's board of directors deems relevant.

Pension Plans

See Note 9,Pension and Other Postretirement Benéfiis the unaudited Consolidated Financial Statesent
of IPALCO in“Item 1. Financial Statementsihcluded in Part | — Financial Information of tiiierm 10-Q for
information regarding pension plans and other ptistment benefit plans.

Capital Resources
Indebtedness

In April 2008, IPALCO completed the sale of the BAPALCO Notes pursuant to Rule 144A and RegulaBon
under the Securities Act of 1933, as amended. Dié PPALCO Notes were issued pursuant to an Inderdated
April 15, 2008, by and between IPALCO and The Bahklew York Trust Company, N.A., as trustee. In
connection with this issuance, IPALCO conducteceader Offer to purchase for cash any and all o20@8
IPALCO Notes outstanding, of which $375 million werutstanding.

The 2016 IPALCO Notes were sold at 98.526% of paulting in net proceeds of $394.1 million. Theg$5.
million discount is being amortized through 201éhgghe effective interest method. We used thes@meeeds to
repurchase all of the outstanding 2008 IPALCO Ntitesugh the Tender Offer and subsequent redempfiati
remaining notes not tendered. The proceeds weveuabd to pay the early tender premium of $13.8anil
(included in Interest on long-term debt in the aopanying unaudited Consolidated Statements of le3a&nd
other fees and expenses related to the Tender &ftethe redemption of the 2008 IPALCO Notes amrdghuance
of the 2016 IPALCO Notes.

In addition, we solicited and received consentanend the applicable indenture with respect t@068
IPALCO Notes and entered into the Indenture Supptardated April 15, 2008, with The Bank of New Y dnkust
Company, N.A,, as trustee, to the Indenture betwieemparties dated November 14, 2001. The Indenture
Supplement amends the Original Indenture with retsipethe 2008 IPALCO Notes to eliminate substdigta| of
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the restrictive covenants, several affirmative c@rgs and certain events of default, modify theeoant regarding
mergers, consolidations and sales of the IPALC@&8 and eliminate or modify certain other prawisi

The 2016 IPALCO Notes are secured by IPALCO’s péedfjall of the outstanding common stock of IPLeTh
lien on the pledged shares will be shared equalliyratably with IPALCO'’s existing senior securedas IPALCO
has entered into a Pledge Agreement SupplementliigtBank of New York Trust Company, N.A., as Cilfal
Agent, dated April 15, 2008 to the Pledge Agreenbetiveen IPALCO and The Bank of New York Trust
Company, N.A. as successor Collateral Agent dateeiber 14, 2001.

Related Party Transactions

In the first quarter of 2008, IPL exchanged 20,66% environmental air emissions allowances for 20,308
environmental air emissions allowances with wholyraed subsidiaries of AES. Because the transadéoked
commercial substance and were between entities gndamon control, the exchanges have been accotortbyg
IPL at their historical cost. This transaction dimt have a material impact on our results of opamator financial
condition.

Sales of Accounts Receivable

In May 2008, the receivables sales agreement irdad part of our $50 million sale of accounts iketse
was extended through May 26, 2009.

Regulatory Matters
Basic Rates and Charges

Our basic rates and charges are determined aftieiggionsideration, on a pro-forma basis, to ddhaable
costs for ratemaking purposes including a fairmetin the fair value of the utility property usawlauseful in
providing service to customers. Pursuant to statheelURC is to conduct a periodic review of tlesic rates and
charges of all utilities at least once every foeang, but the [IURC has the authority to reviewrtiies of any utility
at any time it chooses. Once set, the basic raksl@arges authorized do not assure the realizafiarfair return
on the fair value of property. IPL's basic rated @harges were last adjusted in 1996.

Fuel Adjustment Charge and Authorized Jurisdictlddet Operating Income

We may apply to the IURC for a change in our fuerge every three months to recover our estimateld f
costs, including the fuel portion of purchased poeasts, which may be above or below the levelkided in our
basic rates and charges. Independent of the IU&Silisy to review basic rates and charges, Indiamarequires
electric utilities under the jurisdiction of the RC to meet operating expense and income test ergaints as a
condition for approval of requested changes in FAdlitionally, customer refunds may result if dititis rolling
twelve month operating income, determined at qugrteeasurement dates, exceeds a utility’s autbdrannual
jurisdictional net operating income and there aresuifficient applicable cumulative net operatingame
deficiencies against which the excess rolling t@etwonth jurisdictional net operating income carofiget.

In our four most recently approved FAC filings, theRC found that our rolling annual jurisdictionatail
electric net operating income was greater tharatitlorized annual jurisdictional net operating imeo In addition,
in our June 2008 FAC filing (FAC 80), which has get been approved by the IURC, our rolling annual
jurisdictional retail electric net operating inconvas calculated to be greater than the authorinada
jurisdictional net operating income by $4.7 millifor the twelve months ended April 30, 2008. Beeaws have a
cumulative net operating income deficiency, we haeebeen required to make customer refunds -6
proceedings. However, even though we have a cuivellagét operating income deficiency, the IURC mtily s
review our basic rates and charges on a prospdzdisis at any time it chooses.

In December 2007, we received a letter from th# efahe IURC requesting information relevant et
IURC'’s periodic review of our basic rates and cleargnd we subsequently provided information tosta#. Since
our cumulative net operating income deficiency ¢rieed above) requires no customer refunds in th@ process,
the IURC staff was concerned that the higher tra@li2007 earnings may continue in the future nleféort to
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allay staff’'s concerns, we proposed in our Marcth ume 2008 FAC filings (FAC 79 and 80) prospectinedits to
our retail customers totaling $30 million and $2liom, respectively. Consistent with these propssele recorded a
$30 million deferred fuel regulatory liability in &tch 2008 and a $2 million deferred fuel regulat@aility in

June 2008, with corresponding and respective raghghgainst revenues. In May 2008, the IURC aputaur
FAC 79, including the $30 million credit. The crepiovides an offset against fuel charges customergd
otherwise pay in the billing months of June, Juig August of 2008, with approximately $8.4 millibaing applied
in June 2008. If our request for a credit in FACi8@pproved, it will provide an offset againstlfakarges
customers would otherwise pay in the billing morahSeptember, October and November of 2008. Thpqsed
$2.0 million credit is subject to the IURC appraval

In our March 2006 FAC proceeding (FAC 71), a consuatlvocacy group representing some of our industri
customers requested that a sub-docket be estatlidfeand the customer group entered into an agneem
regarding the scope of the sub-docket which agreemas approved by the IURC in its May 2006 ordeour
FAC 71 proceeding. The agreement defines the sobie sub-docket as “any issue related to FACatid
includes illustrative examples including: reviewtbé Midwest ISO components of the cost of fualjew of
projection of the Midwest ISO components of thetafduel, review of our generation and demand bidd
practices, review of allocation of fuel and othests, review of compliance with Indiana Code 8-42%¢) and
review of our Elect Plan, all as they relate to FAConly. Because of the uncertain outcome of th€ F1 sub-
docket, the IURC Orders in our FAC 71 proceeding subsequent FAC proceedings (through FAC 79) agioro
our FAC factors on an interim basis, subject toamdf An attorney’s conference was held in June 260&n a
procedural schedule was set for the parties tdHiér cases-in-chief and for the evidentiary hagriThe IURC's
Orders in our FAC 77, 78 and 79 proceedings alsowweFAC factor on an interim basis, subject toime, pending
the outcome of the FERC proceeding regarding Rev&ulficiency Guarantee Second Pass charges and any
subsequent appeals or future order of the IURCca#mot predict what refunds, if any, may be reqljice for
what period of time.

Purchased power costs below an established benktarepresumed to be recoverable fuel costs. lil Apr
2008, the IURC issued a final order, which approvedjoint petition filed along with another Indentility and
the Indiana Office of Utility Consumer Counselohid petition requested a new settlement mecharosié
recovery of fuel costs in the cost of purchasedtetdty. Under the former agreement, hourly pusgdhpower
costs were compared to a monthly standard. Undengkv settlement agreement, hourly purchased povets are
compared to a daily benchmark to better reflechgba in natural gas prices that occur throughauttbnth. We
believe that changes in natural gas prices typidafluence the price at which we can purchase poweerefore,
we believe that the new benchmark will more clogedgk fluctuations in purchased power prices. e
benchmark expires in April 2010. Purchased powstscover the benchmark not recovered from our custs
have not had a material impact on our results efaons or financial condition to date.

Wind Power Purchase Agreement

In April 2008, we entered into a power purchasesagrent for 20 years of approximately 100 MW of wind
generated electricity with Hoosier Wind Project,@,la subsidiary of enXco, Inc. The contract is oaygnt, among
other things, on the IURC approval of cost recowgaya cost recovery mechanism similar to the FAG the
extension of the federal production tax creditdaalified renewable energy producers. In April 2008 filed the
request with the IURC for such recovery. No asstgazan be given at this time as to whether orimtWRC will
approve the request. This agreement, if approved|dielp us to diversify the resources availablsdrve our
customers in light of potential greenhouse gasrandwable portfolio standards legislation. Renewaiolrtfolio
standards, which would require a certain percentdg® electric utility’s electricity to come frorenewable
sources by a given date, have been consideredtath®state and federal levels. However, it isently unclear
what future legislation we might face related tnawable portfolio standards.

Clean Coal Technology Filings

In April 2008, in response to an updated Plan Veslfithe IURC issued an Order approving recovergagital
expenditures of approximately $92.7 million ovee tiext three years. The $92.7 million approvedieylURC
includes $90.0 million to install and/or upgradeTC© further reduce Sand mercury emissions at our Petersburg
generating station and $2.7 million for mercury gsions monitoring equipment at our coal-fired poplants. We
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currently estimate the installation and/or upgrafl€CT to further reduce S@nd mercury emissions at our
Petersburg generating station will cost approxilge68.5 million. We intend to seek recovery of gmydent costs
incurred on this project above the currently auttest $90.0 million; however, there can be no asmeahat such
recovery will be granted. The IURC also approveslrdtemaking treatment applicable to qualified yah control
property to be recovered through an Environmentahgliance Cost Recovery Adjustment, similar to thihich

we have received in previous environmental filingsch treatment includes a return on the constmicidsts and
recovery of depreciation expenses and operatiomaidtenance expenses associated with these [ojdwe
IURC also granted us the authority to add the apgaiaeturn on our environmental projects to ouhaxized
annual jurisdictional net operating income in suppemt FAC proceedings.

The installation and upgrade of CCT to further @8Q and mercury emissions at our Petersburg generating
station is expected to begin in 2009 and to beimise during the second quarter of 2010. Howewetause the
federal CAIR has been vacated, as discussed baltEnvironmental Matters — Clean Air Interstate Rulaye are
reevaluating our options and it is not yet cleaether or not there will be material change to oGT@®lans for S@
and NQ. The installation of the mercury emissions moritprequipment at our coal-fired power plants i®als
under review given that the mercury monitoring iegments under the Indiana Clean Air Mercury Ruales
uncertain as a result of the federal CAMR beingated and the opinion letter from the Indiana Offi€éttorney
General, as discussed belowEnvironmental Matters — Clean Air Mercury RuleUntil there is greater regulatory
clarity around our obligations, we have tentativelgpended our plan to install mercury monitors.

Demand-Side Management

In 2004, the IURC initiated a generic investigatiorconsider and review DSM issues and programsdiana,
including the overall effectiveness of DSM programghe state and ways to improve DSM programs. DSM
programs promote customer energy efficiency and@mage energy conservation, and allow customers to
participate in time based pricing rate schedulesather demand response programs. In April 20G8|WRC
issued a Phase | Order which found that PhasethHeoproceeding shall be initiated to fully addréssfollowing
issues: (1) Indiana’s low spending levels on DSgPams and high per capita energy use; (2) possible
development of a core group of “best practices” D@tigrams; (3) the feasibility and associated castsbenefits
of a statewide Third Party DSM Administrator; (velopment of a uniform energy efficiency/DSM daisés (5)
issues identified in the Energy Policy Act of 2G4 the Energy Independence and Security Act of 2d@luding
consideration of new technologies such as autonragtdring; and (6) the formation of an Oversighaih to
oversee the development of a more uniform statestidéegy with respect to DSM Programs. We canredipt the
outcome of the proceeding or its impact on usiatttime, but it will likely require us to increaser level of DSM
spending over the next few years. We plan to caetio seek recovery of existing and future DSM paiagcosts.

Energy Policy Act of 2005

In July 2007, the IURC initiated a generic inveatign to consider: whether existing Indiana law el lURC
processes are sufficient to ensure utilities dgvalplan to minimize dependence on a single fusicgg what are
the appropriate utility methods to ensure energyeiserated using a diverse range of fuels and téogies, and
whether the energy market provides sufficient itiverfor utilities to diversify their fuel sourcesd increase their
fossil fuel generating efficiencyn July 2008, an IURC Order indicated that no addal standards need to be
promulgated at this time.

Environmental Matters

We are subject to various federal, state and lewaironmental protection and health and safety lamds
regulations governing, among other things, the gaima, storage, handling, use, disposal and tiateton of
hazardous materials; the emission and discharpazzrdous and other materials into the environnaamt;the
health and safety of our employees. These lawsegdations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, pier@vocation
and/or facility shutdowns. We cannot assure yotleahave been or will be at all times in full cdiapce with
such laws, regulations and permits, however, waaldelieve any currently open investigations valult in fines
material to our results of operations or finanpiasition.
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Under certain environmental laws, we could be hegtbonsible for costs relating to contaminatioawatpast
or present facilities and at third party waste d&sp sites. We could also be held liable for humgrosure to such
hazardous substances or for other environmentahgan©Our costs of complying with current and future
environmental and health and safety laws, andiabilities arising from past or future releasesasfexposure to,
hazardous substances may adversely affect ourdassiresults of operations or financial condition.

Clean Air Interstate Rule

As discussed in our 2007 Form 10-K, in March 2085W.S. Environmental Protection Agency finalizbd t
CAIR, which imposes restrictions against pollutthg air of downwind states. The CAIR establishéd@phase
regional “cap and trade” program for s&hd NQ emissions that would require the largest redudticair pollution
in more than a decade. CAIR covers 28 easterrssiatduding Indiana, and the District of ColumHbia.July 2008,
the U.S. Court of Appeals for the D.C. Circuit vesthand remanded the federal CAIR to the EPA. Thag could
be appealed either to the full bench (en bandy@1i1.S. Court of Appeals for the D.C. Circuit otthe U.S.
Supreme Court. Thus, it is not clear what imphist tuling will have on our business, results oéigtions or
financial position.

Clean Air Mercury Rule

As discussed in our 2007 Form 10-K, in March 2@88,EPA finalized the federal CAMR that required
utilities to reduce mercury emissions from new aridting coal fired power plants. The rule credttdndards of
performance” limiting mercury emissions from uiéd and established a staged approach for redsctiara “cap
and trade” program. In February 2008, the U.S. ColuAppeals for the D.C. Circuit vacated the fed€2AMR,
requiring the EPA to promulgate a new mercury eimissrule which presumably will not include a “cape trade”
program. Subsequently, in July 2008, the Indiaffece of the Attorney General issued an Advisostter No. 08-
17 regarding implementation and enforcement ofrideana CAMR, which resulted in the Indiana Depantinof
Environmental Management providing a formal opintloat the Indiana CAMR should not be enforced.aAesult,
IPL will not be required to meet either the mercamyission reduction requirements or install mercupnitors
until such time as there is either judicial or fegory finality.

Clean Coal Technology

Please setRegulatory Matters — Clean Coal Technology Filifigend“Liquidity and Capital Resources —
Capital Requirements — Capital Expenditurdst a discussion of our environmental technologied related
capital expenditures.

Carbon Dioxide

In 2007, our generating power plants emitted apgprately 18.5 million tons of CO We continue to monitor
developments with respect to the regulation of €@@issions under the Clean Air Act. Regulatoryidtives
regarding C@may be implemented in the future, although attilie we cannot predict if, how, or to what extent
such initiatives would affect us. Generally, weidet costs to comply with any regulations implersertb reduce
greenhouse gas emissions would be deemed as phet ©fsts of providing electricity to our customand as
such, we would seek recovery for such costs irrat@s. However, no assurance can be given as tiherhar not
the IURC will approve such requests. In light ofgrdial greenhouse gas and renewable portfoliaisials
legislation, in April 2008, we entered into a 2@Gy&00 MW wind power purchase agreement, whichhlp us to
diversify our sources of electricity available f@le. Please séRegulatory Matters — Wind Purchase Power
Agreement’above, for further discussion.

In July 2008, the EPA issued an advanced notigeagosed rulemaking soliciting comments on whe#met
how greenhouse gas emissions should be regulatkt the Clean Air Act. The advanced notice of psHal
rulemaking marks the EPA’s first rulemaking stepdaspond to the U.S. Supreme Court’s decision in
Massachusetts v. ER#vhich requires the EPA to decide under the Clsia\ct’'s mobile source title whether
greenhouse gases contribute to climate changedf aodpromulgate appropriate regulations, or expighy the
EPA cannot make such an endangerment judgmensatrtte. However, currently, it is not clear wirapact this
proposed rulemaking will have on our business,lrest operation or financial position.
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Regional Haze

The EPA published the final regional haze rule ay 1, 1999. This rule established planning andssians
reduction timelines for states to use to improghifity in national parks throughout the Unitechtss. In 2001, the
EPA signed a proposed rule to guide states in imeiging the 1999 rule and in controlling power plkamissions
that cause regional haze problems. The proposedsetiiguidelines for states in setting Best Avégldtetrofit
Technology at older power plants. In 2004, the EiRBlished a proposed rule with new BART provisians
reproposed the BART guidelines. In June 2005, tha Enalized amendments to the 1999 regional halee The
EPA determined that states, such as Indiana, wadolpt the CAIR “cap and trade” program for-3@d NQ, will
be allowed to apply CAIR controls as a substitetecbntrols required under BART. The Indiana Aifl&ton
Control Board has approved a final rule implemen®ART which provides that sources in compliancthv@AIR
controls are exempt from BART requirements for&@l NQG. This rule became effective on February 9, 2008.
Because we comply with S@nd NQ “cap and trade” program under CAIR, we initiallyneexempt from BART
requirements. However, since the federal CAIR hlenlvacated, at this time, it is unclear what imgagould
have on our compliance with BART requirements.

NEW ACCOUNTING STANDARDS
See Note 3New Accounting Pronouncemeht®s the unaudited Consolidated Financial Statesieht

IPALCO in“Item 1. Financial Statementsihcluded in Part | — Financial Information of tierm 10-Q for
information regarding new accounting standards.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO  UT MARKET RISK

Not applicable pursuant to General Instruction khef Form 10-Q.

ITEM 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresatetiesigned to ensure that information requiveakt
disclosed in the reports that we file or submitemithe Securities Exchange Act of 1934, is recaorgeacessed,
summarized and reported within the time periodgi§ipe in the Securities and Exchange Commissionas and
forms, and that such information is accumulated @mmunicated to the principal executive officed gmincipal
financial officer, as appropriate, to allow timelgcisions regarding required disclosures.

Evaluation of Disclosure Controls and Procedures

We carried out an evaluation, under the superviaimhwith the participation of our management,udeig the
principal executive officer and principal financ@ficer, of the effectiveness of our “disclosumntrols and
procedures” (as defined in the Exchange Rules B8ayhnd 15-d-15 (e) as required by paragraphf(thyeo
Exchange Act Rules 13a-15 or 15d-15) as of Jun@@@8. Our management, including the principal akige
officer and principal financial officer, is engageda comprehensive effort to review, evaluate iamatove our
controls; however, management does not expecbthradisclosure controls or our internal controlgofinancial
reporting will prevent all errors and all fraud.cAntrol system, no matter how well designed andatpd, can
provide only reasonable, not absolute, assuraratdtib control system’s objectives will be met.tRar, the design
of a control system must reflect the fact thateteme resource constraints, and the benefits dfaemust be
considered relative to their costs. In additiony emaluation of the effectiveness of controls ibjeat to risks that
those internal controls may become inadequatetimdiperiods because of changes in business comglitbr that
the degree of compliance with the policies or pdoces deteriorates. We have interests in certasonsolidated
entities. As we do not control or manage thesdiestiour disclosure controls and procedures veiipect to such
entities is generally more limited than those weéntaén with respect to our consolidated subsidarie

Based upon the controls evaluation performed, theipal executive officer and principal financificer
have concluded that as of June 30, 2008, our discdocontrols and procedures were effective toigeoreasonable
assurance that material information relating tamd our consolidated subsidiaries is recorded,gased,
summarized and reported within the time periodsi§ipd in the Securities and Exchange Commissionlss and
forms and that such information is accumulated @mmunicated to the principal executive officer gnithcipal
financial officer, as appropriate, to allow timelgcisions regarding required disclosures.

Changes in Internal Controls

In the course of our evaluation of disclosure aalstand procedures, management considered cantaimal
control areas in which we have made and are cantinto make changes to improve and enhance conBaked
upon that evaluation, the principal executive @ffiand principal financial officer concluded thagite were no
changes in our internal controls over financialor®pg identified in connection with the evaluatimyuired by
paragraph (d) of the Exchange Act Rules 13a-1%dr1l5 that occurred during the six months endeeé By 2008
that have materially affected, or are reasonakbjlyito materially affect, our internal controlsemfinancial
reporting.
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PART Il - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

Please sedtem 2. Management’s Discussion and AnalysisioBRcial Condition and Results of Operations
— Environmental Matters,andNote 10,"“Commitments and Contingencie$ the unaudited Consolidated
Financial Statements of IPALCO fitem 1. Financial Statementsihcluded in Part | — Financial Information of this
Form 10-Q for a summary of significant legal pratdiegs involving us. We are also subject to routitigation,
claims and administrative proceedings arising exdhdinary course of business.

ITEM 1A. RISK FACTORS

There have been no material changes to the risrfaas previously disclosed in IPALCO’s 2007 arnua
report on Form 10-K.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

On June 25, 2008, The AES Corporation, as soleehbéter of IPALCO Enterprises, Inc. executed a @ahs
in Lieu of Meeting of Stockholders in order to gatthe resignation of David Gee as a member ofRiA¢. CO
Board of Directors and further elect Edward C. Hidlhs a member of the IPALCO Board of Directafective
June 25, 2008, to serve for a term of one yeamtNer matter was included in the Consent.

ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS

Exhibit No. Document
4.1~ Indenture between IPALCO Enterprises, Inc. &hd Bank of New York Trust Company, N.A., as
Trustee, dated April 15, 2008 for the 7.25% SeBiecured Notes Due 2016.
4.2* Indenture Supplement between IPALCO Entergritiec. and The Bank of New York Trust
Company, N.A., as Trustee, dated April 15, 200&8h&lIndenture of Trust between IPALCO
Enterprises, Inc. and The Bank of New York Trustipany dated November 14, 2001.
4.3* Pledge Agreement Supplement between IPALC@fpnises, Inc. and The Bank of New York Trust
Company, N.A., as Collateral Agent, dated April 2608 to the Pledge Agreement between
IPALCO Enterprises, Inc. and The Bank of New Yorki§t Company dated November 14, 2001.
31.1 Certification by Chief Executive Officer reqgdl by Rule 13a-14(a) or 15d-14(a).
31.2 Certification by Principal Financial Officexquired by Rule 13a-14(a) or 15d-14(a).
32 Certification required by Rule 13a-14(b) or 1Btb).
99.1 Sixth Amendment dated as of May 27, 2008 teAded and Restated Receivables Sale Agreement
Dated as of July 20, 2004.
99.2 Amendment of Remarketing Agreement dated dsilgf10, 2008, by and between Indianapolis

Power & Light Company and J.P. Morgan Securitias, to amend the Remarketing Agreement
between IPL and J.P. Morgan Securities, Inc. d8&gatember 30, 1997 for the remarketing of the
$40,000,000 City of Petersburg, Indiana, Pollu@ontrol Refunding Revenue Bonds, Adjuste
Rate Tender Securities (ARTS) Series 1995B.

* Incorporated by reference to IPALCO’s Current Bemn Form 8-K filed with the Securities and Exapa
Commission on April 17, 2008.
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Date:

SIGNATURES

Pursuant to the requirements of the Securitieh&xge Act of 1934, the Registrant has duly caused
this report to be signed on its behalf by the usigeied thereunto duly authorized.

August 7, 2008

IPALCO ENTERPRISES, INC.
(Registrant)

/s/ Kurt A. Tornquist

Kurt A. Tornquist

Vice President and Controller

(Principal Financial Officer and Principal Accoumiy Office)
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Exhibit 31.1

Certification Pursuant to Rule 13a-14(a) or 15d-14) of the Securities and Exchange Act of 1934

[, Ann D. Murtlow, certify that:

1. | have reviewed this quarterly report on FormQ0f IPALCO Enterprises, Inc. (the “registrant”);

2. Based on my knowledge, this report does notadom@ny untrue statement of a material fact or eonditate a
material fact necessary to make the statements,riraliight of the circumstances under which sueteshents
were made, not misleading with respect to the pecavered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly
present in all material respects the financial dom results of operations and cash flows ofréngistrant as of,
and for, the periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls
and procedures (as defined in Exchange Act Rulasl®8e) and 15d-15(e)) and internal control oveattiicial
reporting (as defined in Exchange Act Rules 134d}¥5(d 15(d)-15(f)) for the registrant and we have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and
procedures to be designed under our supervisiengare that material information relating to
the registrant, including its consolidated subsidi& is made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financggdarting, or caused such internal control over
financial reporting to be designed under our sup@m, to provide reasonable assurance
regarding the reliability of financial reportingdthe preparation of financial statements for
external purposes in accordance with accountimgjpies generally accepted in the United States
of America;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presented i
this report our conclusions about the effectiversdsbe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

(d) Disclosed in this report any change in thesegnt’s internal control over financial reportittgt
occurred during the registrant’s most recent fisgelrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiéfibgted, or is reasonably likely to materially
affect, the registrant’s internal control over fiicél reporting; and

5. The registrant’s other certifying officer antldve disclosed, based on our most recent evaluatiorernal
control over financial reporting, to the registfarguditors and the audit committee of the regmtsaboard of
directors (or persons performing the equivalentfiams):

(a) All significant deficiencies and material weakses in the design or operation of internal cbntro
over financial reporting which are reasonably bkl adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifi
role in the registrant’s internal control over fireéal reporting.

Date: August 7, 2008

/s/ Ann D. Murtlow
Ann D. Murtlow
President and Chief Executive Officer




Exhibit 31.2

Certification Pursuant to Rule 13a-14(a) or 15d-14) of the Securities and Exchange Act of 1934

[, Kurt A. Tornquist, certify that:

1. | have reviewed this quarterly report on FormQ0f IPALCO Enterprises, Inc. (the “registrant”);

2. Based on my knowledge, this report does notadom@ny untrue statement of a material fact or eonditate a
material fact necessary to make the statements,nraliight of the circumstances under which sueteshents
were made, not misleading with respect to the pec@vered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in thiport, fairly
present in all material respects the financial dom results of operations and cash flows ofréngistrant as of,
and for, the periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls
and procedures (as defined in Exchange Act Rulasl®8) and 15d-15(e)) and internal control ovearicial
reporting (as defined in Exchange Act Rules 134d}¥5(d 15(d)-15(f)) for the registrant and we have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and
procedures to be designed under our supervisiengare that material information relating to
the registrant, including its consolidated subsidi& is made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control over
financial reporting to be designed under our sup@m, to provide reasonable assurance
regarding the reliability of financial reportingdthe preparation of financial statements for
external purposes in accordance with accountimgjpies generally accepted in the United States
of America;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presented i
this report our conclusions about the effectiversdshe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

(d) Disclosed in this report any change in thesegnt’s internal control over financial reportittgt
occurred during the registrant’s most recent fisgelrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiffibgted, or is reasonably likely to materially
affect, the registrant’s internal control over fiicéal reporting; and

5. The registrant’s other certifying officer antldve disclosed, based on our most recent evaluatiorernal
control over financial reporting, to the registfarguditors and the audit committee of the regmtsaboard of
directors (or persons performing the equivalentfiams):

(a) All significant deficiencies and material weakses in the design or operation of internal cbntro
over financial reporting which are reasonably bkl adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmifi
role in the registrant’s internal control over fireéal reporting.

Date: August 7, 2008

/s/ Kurt A. Tornquist

Kurt A. Tornquist

Vice President, Controller and
Principal Financial Officer




Exhibit 32

Certification Pursuant to Rule 13a-14(b) or 15d-14f) of the Securities and Exchange Act of 1934

The certification set forth below is being subettin connection with the Quarterly Report on FAi0nQ
for the quarterly period ended June 30, 2008 (Report”) for the purpose of complying with Rule 1B&(b) or
Rule 15d-14(b) of the Securities Act of 1934 (tBx¢hange Act”) and section 1350 of Chapter 63 t€Ti8 of
the United States Code, as adopted pursuant tos&6 of the Sarbanes-Oxley Act of 2002.

Ann D. Murtlow, President and Chief Executive ©fi and Kurt A. Tornquist, Vice President, Congoll
and Principal Financial Officer of IPALCO Enterpss Inc. (IPALCO), each certifies that, to the lfster or
his knowledge:

(1) the Report fully complies with the requirementsSettion 13(a) or 15(d) of the Exchange Act; and

(2) the information contained in the Report fairly mets, in all material respects, the financial ctodiand
results of operations of IPALCO.

/s/ Ann D. Murtlow /s/ Kurt A. Tornquist

Ann D. Murtlow Kurt A. Tornquist

President and Chief Executive Officer Vice Prestd@ontroller and
Principal Financial Officer

August 7, 2008 August 7, 2008

A signed original of this written statement regdiby Section 906 has been provided to IPALCO aitides
retained by IPALCO and furnished to the Securitied Exchange Commission or its staff upon request.



