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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C.

Organizational Charts filed on Exhibit G pursuant to Item 9 and Articles of
Incorporation and By-Laws for LG&E Energy Corp. filed on Exhibit B, all
filed under Form SE in connection with the Annual Report on Form U5S
Pursuant to The Public Utility Holding Company Act of 1935
For the Year Ended December 31, 2001
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Powergen US Investments Corp.

(Name of Registered Holding Company)

Powergen plc
City Point
1 Ropemaker Street
London EC2Y 9HT
United Kingdom
(Address of Principal Executives Offices)

Inquiries concerning this Form SE may be directed to:

Mr. David Jackson
Company Secretary and General Counsel
Powergen plc
City Point
1 Ropemaker Street
London EC2Y 9HT
United Kingdom
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Pursuant to the requirements of the Public Utility Holding Company Act of 1935, the
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undersigned thereunto duly authorized.
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Powergen US Investments
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POWERGEN PLC

I

POWERGEN GROUP
HOLDINGS (FUCO)

1
POWERGEN UK POWERGEN US
SECURITIES HOLDINGS LTD
[ [ ]
POWERGEN US POWERGEN US ERGON US
FUNDING LLC INVESTMENTS * INVESTMENTS **
|
| 1
POWERGEN LUXEMBOURG POWERGEN LUXEMBOURG
SARL " SECURITIES SARL ***

POWERGEN LUXEMBOURG
INVESTMENTS SARL

Lux

90%

POWERGEN LUXEMBOURG
HOLDINGS SARL ****

Lux

10%

POWERGEN US SECURITIES LTD

* One share held by Ergon US Investments
**One share held by Powergen US Investments

*** Holds non-voting preference shares in Powergen

Luxembourg Holdings sarl
**** Holds non-voting shares in Powergen UK

Securities

POWERGEN US
INVESTMENTS CORP

USA

LG&E ENERGY CORP

USA

SEE ATTACHED

31 DECEMBER 2001
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Powergen US
Investments Corp.

LG&E Energy Corp.

Louisville Gas &

Kentucky Utilities

LG&E Capital Corp.

LG&E Energy

LG&E Energy
Foundation Inc.

LLG&E Energy
Services Inc.

LG&E Energy
Settlements Inc.

, Electric Company Company Marketing Inc. (Non-Profit)
_ 20%
LG&E Lexington Utility KU Electric
Receivables Company Receivables Energy Inc.
LLC (Inactive) LLC (EWG)

All companies US registered unless otherwise indicated

31 DECEMBER 2001




LG&E Capital Corp.

LG&E Energy )
Privatization FSF Minerals Inc. LG&E LG&E Power Inc. LNGCL Inc || LNGCG inc. ||| LG&E Home LGEE UCC Grimes Corp) |-G4E Enertech
- Credit Corp. Services Inc. International Inc. Inc.
Services Inc.
WKE Corp. " See atiached for~\| k% attached for KUCC KucC | [LG&E Enertech
A LG&E Power Inc. CRC-Evans Intl, Inc. Grimes GP || Grimes LP Texas LLC
@mm:nmco:m_ Cha 7@383_ Cha
1 | B ] | KUCC Paris Corp.
WKE Western Kentucky Excalibur . KUCC Ferndale Corp.
. Energy Corp. LCC LLC FCD LLC KUCC Portland 34 Corp. p—
Station Two Inc. (EWG) Development LLC KU Solutions Corp.
| Portland 34 Ltd. Corp.
WKE LG&E Capital Trimble
Facilities Corp. County LLC
(Filed for EWG in 2002)
7.65% 75%
90%
Distrbuidora de | | IVeS0@ e |11 Gae power| [LaE Power| | LG&E Power o SBE LORE LG&E Power
Gas del Cent i i i s i
as del Centro SA 2 ustralia I Inc. Spain Inc. JArgentina 1l Inc B Services LLC Argentina (Il LLG
51% 45.9% 10%
Lca KW. Tarifa LG&E 28% 28% 28% 24% 2.16%
E Power Arg. | Inc. LG&E X Centro S.A
LG&E Mendoza Services, Inc. | |Distribuidora de Austral Spain entro ©.A. Inversora de
LG&E Power Venezuela | Inc. | |Gas del Centro ustraha (FUCO) 2 Serviconfort | | as Natural SDG Invergas S.A. Gas G Distribuidora de
LG&E Power Finance Inc. (FUCO) 2 Pty Limited erviconio Argentina S.A, as “vand | 1 Gas Cuyana
Australia SA 2
2 2 2 (FUCO) 2
51%

Gas Natural Ban Distribuidora de;
Gas Cuyana

(FUCO) FUCO) 2

* Combined holding of 70%
2. Company incorporated in Argentina

3. Company incorporated in Cayman Islands
31 DECEMBER 2001

All companies US registered unless otherwise indicated




LG&E Power Inc.

| | ] A 1 | | | 1 | 1 d |
LG&E LGEE American
Hadson HD Ultrasystems LGE Pwr. Ultra Sys. LG&E LG&E _.uiﬁ LG&E Pwr. Natural Zmaﬂ_ Power _.._mamo.: LG&E
Fuels, Energy Small Power E&C Inc Constr. Fuels Operations Dev. Inc Canada Inc Industrial Incorporated Financial Power
Inc. Corporation}|Incorporated . Co. Inc. Sves. Inc. Inc. T (Canada) ’ Marketing (EM Interest) Corp. Gregory |
Triple T Ultrasystems itracl
Services, Small Power 1, LG&E Power Ultraclean LG&E Power 5 Incorporated
inc. Incorporated Constructors Inc. | fncorporated LG&E Power 6 Incorporated
LG&E Power 11 Incorporated
LG&E Southampton incorporated
LG&E Power 12 Incorporated
LG&E Altavista Incorporated
_ P LG&E Power 13 Incorporated
LG&E Hopewell Incorporated LGS&E Power Gregory Il
Uttrafuels § | NuHPI, | | Ultrafuels 1 LG&E Power 14 Incorporated LG&E Power Gregory lli
Incorporated Inc. Incorporated LG&E Power 16 Incorporated LG&E Power Gregory IV
LG&E Power Roanoke Incorporated (Filed for EWG in 2001/2)
LG&E Power 18 Incorporated LLG&E Power Tiger Creek LLC
LG&E Erie Power Partner Incorporated Liano Gathering Inc.
LG&E Power 21 Incorporated Llano Storage Inc.
Ultrapower Hadson LG&E Power 22 _:moaoqm»ma LG&E Minor Facil
Biomass Power LGA&E Power 21 Wind Incorporated Power Tex Parent Inc.
X LG&E Power 29 Incorporated LG&E Crown Inc.,
_ncm_m. Live Oak LG&E Power 31 Incorporated
Corporation] JIncorporated LG&E Power 31 Wind Incorporated

All companies US registered unless otherwise indicated

LG&E Power 25 Incorporated
LG&E Power 26 Incorporated
HD/WS Corporation (Own 70%)

(See attached)

31 DECEMBER 2001



LG&E Power Operations Inc.

LG&E Power LO&E Power LG&E Power LOSE Power LG&E Power LGEE Power Other
16 Incorporated Incorporated 21 Incorporated Incorporated 31 Incorporated Incorporated Subsidiaries
1% 99% 1% 99% 1% 99%
GP LP GP LP GP LP
0.33%
339
0.5% %
LG&E Roancke GP LG&E Power LG&E Power
Valiey L.P. 21, L.P. 31,L.P. ]
50% 49.5% o
GP LP 33%
Westmoreland- Windpower
Partners 1993, o
LG&E Partners LP LQGP, LLC LQC LP,LLC 24.67%
(EWG) Am,.zg
24.66%
Windpower
0.34% Partners 1994,
L.P.
(EWG)

GP - General Partnership interest
LP - Limited Partnership interest

All companies U.S. registered c:_mwm otherwise indicated. . 31 DECEMBER 2001






JOHN Y. BROWN III
SECRETARY OF STATE

CERTIFICATE

I, JOHN Y. BROWN II1, Secretary of State for the Commonwealth of Kentucky, do hereby certify that
the foregoing writ'mgﬁhas been carefully compared by me with the original record thereof, now in my -
official custody as Secretary of State and remaining on file in my office, and found to be a true and
correct copy of ARTICLES OF INCORPORATION OF .

LG&E ENERGY, CORP. FILED NOVEMBER 14, 1989,

ARTICLES OF CORRECTION OF LG&E ENERGY, CORP. CORRECTING THE CORPORATE
NAME TO LG&E ENERGY CORP. FILED MARCH 2, 1990,

AMENDED AND RESTATED FILED AUGUST 9, 1990,

ARTICLES OF SHARE EXCHANGE OF LG&E ENERGY CORP. AND LOUISVILLE GAS AND
ELECTRIC COMPANY FILED AUGUST 15, 1990,

ARTICLES OF AMENDMENT FILED DECEMBER 10, 1990,
AMENDED AND RESTATED FILED NOVEMBER 4, 1996,
AMENDED AND RESTATED FILED NOVEMBER 6, 1996,

ARTICLES OF MERGER OF KU ENERGY CORPORATION INTO LG&E ENERGY CORP. FILED
MAY 1, 1998,

IN WITNESS WHEREOF, I have here unto set my
hand and affixed my Official seal at Frankfort, Kentucky
this 24TH day of APRIL , 2002.

M\/\ M }KSAOVA 1w A

JohnY. Br('ﬁln, I
Secretary of State
Commonwealth of Kentucky

RL




AMENDED AND RESTATED FILED MAY 1, 1998,

CERTIFICATE OF ASSUMED NAME OF KU CREDIT CORP. FILED MAY 24, 1999,

ARTICLES OF MERGER OF POWERGEN ACQUISITION CORP INTO LG&E ENERGY CORP.
FILED DECEMBER 11, 2000,

ARTICLES OF AMENDMENT FILED JULY 20, 2001.

IN WITNESS WHEREOF, I have here unto set my
hand and affixed my Official seal at Frankfort, Kentucky
this 24TH day of APRIL , 2002.

M M ‘}(S/)OV'» L

John Y. Brown III
Secretary of State
Commonwealth of Kentucky

RL
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ARTICLES OF INCORPORATION
LIKY oF
LG&E ENERGY, CORP. 551044

I, the undersigned, acting as incorporator of & corporatien
under the Kentucky Business Corporation Act adopt the following
Articles of Incorporation for such corporation:

FIRST. The corporate name 1is
LG&E ENERGY. CORP,

SECOND. The address of the initial registered office of
f LGSE Energy, Corp. {herein, the “Company”} is 311 West Chestnut
Strest, P.O. Box 32010, Louisville., Kentucky 40232 and the name
¢f the Companvy's 1initial registered agent at that coffice is *//
Chavles A. Markel, 111.

THIRD. The mailing address of the principal office of the
Company is 311 West Chestnut Street, P.O. Box 32010, «—
Louisville, Xentucky 40232.

FTOURTH. The aggregate number of shares which the Company
is authorized to issue is 10. The designations, number of .
shares and par value, 1if any, of the shares are as foilows:

Par Value per Share

Humber cf Series or Statement that Shares
_Shares Class (if anyy are Without Par Value
10 Common None Without par value

FIFTH. The purpose of the Company 1is the transaction of
any or all 1lawful business for which corporations may be
incorperated under the Husiness Corporation Law of Kentucky, as
amended.

S1XTH. The period cof the Company’'s duration shall ke per-l///#
pecual.

SEVENTH. The name and mailing address of the scle incorpo-
rator 15!

Charles A. Markel, 111 .
311 West Chestnut Street o
P.O. Box 3201¢
Louisville, Kentucky 40232




EIGHTH. The number of directors constituting the initial
Scard of Directors of tne Company 1is two and Lhe names and
addresses of the persons who are to serve as directors until
the first annual meeting of stocknolders of the Company or
until! their successors are elected and shall qualify are:

Roger #W. Hale 311 West Chestnut Streeg
P.0. Box 32010
Louisville, RentucRrRy 40232

Charles A. Markel, III 311 Vest Chestnut Street o
P.0. Box 3201¢
Louisville, Kentucky 40232

# _ ‘
Dated:\\iw x’;& , 1989

(oo § T T

Charles A, Markei, III
Incorporator

82z6C




STATE OF XENTUCKY )
) 88
COUNTY CF JEFFERSCN}

I, the undersigned, a notary public, do hereby certify that
on this|Al-day Of\gﬁd) 1583, personally appearad before me,
Charles A. Markel, III, who being by me first duly sworn,
severally declared that he is the person who signed the forego-
ing document as incorperator, and that the statements there2in

contained are true. ‘
NS <
\\:iJ\w$§xp\.\\-XS\QL:XSQo\

, Notary Public

{NOCTARIAL SEAL) My Commission expires:

Notaey Public, State st Large, XY,

WAy oMo 2XDires Wav !2, 1(;93

The foregoing instrument
was prepared by:
Charles G. Middleton, III
Attorney-at-law
Middlieton & Reutlinger
2500 Brown & Williamson Tower
Louisville, Kentucky 40202-3410
(592) 584-1135

I .

Pt P ) Sy
R ; ‘ [T

Charles G. Middleton, III

s22¢6C
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ARTICLES OF CORRECTION
OF
ARTICLES OF INCORPORATION
OF
LG&E ENERGY CORP.

Pursuant to KRS 271B.1-24C, I, the undersigned,
acting as original inccrporator of LG&E Energy Corp., under the
Kentucky Business Corporation Act, do hereby adopt the

following Articles of Correction for such corporation.

1. The origina! Articles of Incorporation for LG&E

ORI St

Energy Corp., filed on November 14, 1989, are attached hereto.
2. The corporate name, LG&E Energy, Corp., as

listed in the original Articles of Incorporation is incorrect

in that there should be no comma between the words Energy and

Corp. 202054

3. The correct corporate name is LG&E Energy Corp.

- e s = =t e . .

———

4. All other provisions of the Articles of

Incorporation are correct.

IN WITNESS WHEREOF, I have made, signed and
acknowledged these Articles of Correction, this L;f day of
March, 1994.

FLOTVED AND TRED VI R i
MAR 0 2 1980 fou.r. a2 ’7 ;cze/’?/ LZ//

© ———. oren———

lﬁd/ijzbﬁ__w_m. Charles A. Markel, TI1I1

B it




COMMONWEALTH OF KENTUCKY )
COUNTY OF JEFFERSON §SS

On this _SETday of March, 1990, personally appeared
Charles A. Markel, 111, to me known, and known to me to be the
person described in and who executed the foregoing Articles of
Correcticn, and who duly acknowledged tc me that he hag
executed the same. Witness my hand this\déi day of $$43*&§}\\
1990.

_ Neamry PoRlic, Seare o Large, KY.
My Commission expires: 1 < www o casieniifay 121003

o~ A
UG ¢
N, @ WU E0 L
Notary Public
State of Kentucky at Large

TH1S INSTRUMENT WAS PREPARED BY:

Cnedin {, fvbdhja:ﬁv~;212§§p
Charles G. Middleton III P <At
Middleton & Reutlinger

2500 Brown & Williamson Tower
Louisvilile, Kentucky 40202
Telephone (502) 584-1134




RECEWED awDrFiLen i

A S ————

—LRTICLES OF INCORPORATION By L L
oF JLLL o SR
LGSE EMERGY, CORP. ‘wz“ o

nH é§§1gned acting as incorporator of a corporaticn

usiness Corporation Act adopt the foliowing
Att:u::l«."~ of Incorporation for such corporation:

FIRST. The corporate name is
LG&E ENERGY, CORP.

SECOND. The address of the 1initial registered cffice of
LG&E Energy, Corp. (herein, the “"Company~) is 311 West Chestnut
Street, P.O. Box 32010, Louisville, Kentucky 40232 and the name

of the Company's initial regis*ered agent at that office is
Charles A. Markel, III.

THIRD. The mailing address of the principal office of the
Company is 311 West Chestnut Street, P.O. Box 32010,
Louisville, Kentucky 40232.

FOURTH. The aggregate number of shares which the Company
is authorized to issue 1is 10. The designations, number of
shares and par value, if any, of the shares are as follows:

Par Value per Shafe

Number of Series or Statement that Shares
Shares Class (if any) are Without Par Value
10 Common None Without par value

FIFTH. The purpose of the Company is the transaction of
any or all 1lawful business for which corporations may be

incorporated under the Business Corporation Law of Kentucky, as
amended.

SIXTH. The period ¢of the Company’'s duration shall be per-
petual.

SEVENTH. The name and mailing address of the sole incorpo-
rator is: :

Charles A. Markel, 111X
311 West Chestnut Street
P.O. Boxz 32010
Louisville, Kentucky 40232




e sl

EIGHTH. The aumber of directors constituting the initial
Board of Directors of the Company is two 2nd the names and
addresses of the persons who are to serve as directeors until
the first annual meeting of stockholders of the Company or
until their successors are elected and shall qualify are:

Rcger W. Hale , 311 West Chestnut Street
P.0. Box 32010
Louisville, Kentucky 40232

Charles A. Markel, I1I 311 West Chestnut Street
P.O. Box 32010
Louisville, Kentucky 40232

!\\ ,\l
Dated: XC?ﬂC;%V) , 1989

[k G e LT 70
Charles A. Markel, III
Incorporator

8224C




STATE Of KENTUCKY
58

Nt et

COUNTY CF JEFFERSOR

1, th% undersigned, a notary public, do hereby certify that
on thisiniNay of )\ y.°. 1989, personally appeared before me,
Chsarles A. Markel, 111, who being by me first duly sworn,
severally declared that he 1s the person who signed the forego-

ing document as incorporator, and that the statements therein
contained are true.

\__\ . ;.,‘ ’
NS e W AW

, Notary Public

{NOTARIAL SEAL) My Commicssion expires:

. . »
Nevary Public, Srate =t Largz, KY.
Mo coianen focnpirer Mo 121903

The foregoing instrument

was prepared by:

Charles G. Middleton, III
Attorney-~at~law

Middleton & Reutlinger

2500 Brown & Williamson Tower
Louisville, Kentucky 40202-3410
(592) 584-1135

’

S ’ .
Charles G. Middleton, I1I

8226C




B Aos gris. '
S S AMENDED AND RESTATED
L T770 T aaaTOLES OF INCORPORATION

T or
LG&E BNBRGY CORP. ~ 5, -, 3

S05373

The following Amended and Restated Articles of
incorporation of LG&E Energy Corp., a Kentucky corporation (the
"Company™), were recommended by the Board of Directors and
adopted by the socle shareholder of the Company by unanimcus
written consent on June 6, 193%30. The First, Second, Third and
Sixth Articles remain unchanged. The Fourth, Fifth and Eighth
Articles have been amended. The former Seventh Article is now
the Thirteenth Article. The Seventh Articie and the Ninth
through Twelfth Articles have been added to these Articles.
A1l amendments and additions to the Articles were voted upon
and unanimously approved by the sole shareholder of the
Company. The numoder of shares cast for the amendments was
sufficient for approval of the amendments.

FIRST. The corporate name is
LG&E ENERGY CORP.

SECOND. The sddress of the inn.al registered office of LGAE Energy C '
B i orp- (herain, the
"Company™) 18 311 West Chestnut Strest. P.O. Box 32010, Louisville. Kertucky 40232 and the name
of tse Company's initial registersd agent 2t that office is Chaaies A, Markel, I11.

THIRD. The mailing address of the principal office of the Company is 311 West Chestaut Street,
P.0. Box 32010, Loussville, Xentucky 40232.

FOURTH. A. AUTHORIZED CAPITAL STOCK. The towal number of shares wiich: the.
Company shall have the authonty to issue shall be 80,000,000 shares, of which 75,000,000 shares shall:
e Common Stock. without par value, and 5,000,000 shares shall be Preferred Stock, without par value.

B. COMMON STOCK. The Board of Directors is hereby suthorized to cause shares of Common:
Stock, writhout par velue, 1o be issued from time to time for such consideration as may be Axed frcw |
am= 1o time by the Board of Directors, or by way of stock spiit pro rata to the bolders of the Common -
Sin  The Board of Directors may also determine the proportion of the procesds; received from the-
sale of such stock which shall be credited upon the books of the Company to Capital or Capital Surplus.

Each share of the Common Stock shall be equal in al) respecta to every other share of the Common - -
Stock. Subject 1o any special voting rights of the holders of Preferred Stock fxed by or pursasat o the:
provisions.of Paragreph-C of this Article Fourth, the shares of Common: Stock shatl entitle the holders
therenl io-one votr for each share upon all matters upon which stockhokiers bave the fight to vote and:’
i the extent raquired By law, to cumulative voting in all elections of directors by stockholders:

No boider of shares of Common Stock shall be-entitied as such a8 & matter ol ngmm b
rities comvertible into g

for or purchase any part of any new or additional issue of stock, or sacurities cos
any clags whateoever, whether now or hereafler suthorized; ‘and: whether issued
seTvice o7 otherwise. B

After the requirements with reapect to preferential dividends: on Preferred St
pursuant to the provicioas of Paragraph C of this Article Fourth), if any; shall have besn met
the Company shall have complied with all the requirements; if any; with respect to th¢ setting aside
sums as sinking funds o redemption or purchase accounts (8xed by or pursusnt te the provisions
Parngraph C of this Articie Founth) and subject further to any-other conditions
oF purriast 10 the provisions of Paragraph C of this ' Asticle Fourth; then; but not othe




: dCcmmoa Stcck shallbzeam‘edmmvedxm d any, as:may be-deciared from tine to time by.
the Bosrd ofmrecwn

R Aﬁa&anbu&onmiuﬂdtbepwdmmlmm(ﬁuﬁbyapemtwthmd
" 'Paragraph € of this Articie Fourth), if any, to be distributed to the bolders of Preferred Stock in the
‘eveat of voluatary or involuntery bquiderion, distribution or sale of sssets, dissolution or winding up of
. .'nheCmpauy.L&mﬁmdmmsmmumuwwmwmtmmmof

—-the Coenpany. aagidie ond intsngidle, of whatever kind available: for distribution to stockholders,
" rataidy o pruportica to tie number of shares of Commoa Stock heid by each.

: C. EREFERRED STOCK. Shares of Preferred Stock may be divided into and issued in such series,
“om. sech térms and for such considerstion as may from time to time be determined by: the Board of
Digeetors of the:Company. Each series shall Be to designated as to distinguish the sharas thereof from
the shares of eil other series and clssses. All shares of Preferred Stock shell be identical, except as to
variarions between different sevies in the relative rights and preferences as permitted o contemplated
:by- the mext succeading sentence. Authority it hereby vested in the: Board of Directors of the Compary
to-esiabliah out of shares of Preferrad Stock which are suthorized and- unissued from time to time one
or more series thereof and 1o &x and determine the following relative rights and preferences of shares of
each such series:
(1} the distinctive demignation of, and the number of shares which shall constitute, the series
and the Uststed value” or “nominal value,” if any, thereof,
(2) the rate of dividend applicable 10 sharcs of such senies;
{3} the price 2¢ and tke terms and conditions on which shares of such series may be redeemed;
{4} the emount payable upon shares of such series in the event of the involuntary liquidation
of the: Compeny:
{S) the amount payabkapoushlmofmhmmtbenatoﬂhevdunmﬁqm
of the Company;
o © {6} sinking fund provisicas for the redemption cr purchase of shares of such. series;
- (T):the terms and conditions:on which shares of such series. may be converted, if such shares
- are-tisued ¥ith: the privilege of coniversion;

(S)thevcnmgpowes. if any, of the bolders.of shares of the series which may, without limiting
L ;-‘tluml.tyormeferegm inciuge (i) the right 1o oane or less:than one vote per shars on say
* or.all matters voted upon by the stockbolders and (ii) the right to: vote, as-a series by:itself or

“cm.ummchmnmunéawhmmmdupmsuchmdxmnt&m&

...2

‘together with other series- of Preferred Stock or together mthaﬂmad?rdmdchkuarf""

szonmyh,mdwm&mmwimmmmenghuvmgalmbywuw-r'




with other series of Preferred Stock or together with all series of Preferred Stock as & class, 1o elecy
meormdmmoﬂhzs(:ommymwumtmaesmmwm;!wmwpnyﬁw
Of: 2%y ohe of more series of Preferrad Stock or under such other cirsum.;ances and spon such
conditions as the Board of Directors may determine; provided, however, that ia 1o event shail ¢
share of Preferred Stock have more then one voie: and

(S) any othersuch rights and preferences as are not incoas:stent with the Kentucky Business

Mo hoider of sny share of any senies of Preferred Stock shall be entitied to vole for the electicn. of
directors or « respect of eny other matter except as msy be required by the Kennucky Business
CoemnnmMaammmmmmndbytbemdumwmduxmwwtmm
of Directors agthonzing the issue of such aeries of Preferrad Stock.

D. OTHER PROVISIONS

(1) The relative powere. preferences, and rights of cach series of Preferred Stock i relation to the
powers, preferences and rights of esch other senes of Preferred Stock shall, in each cxse, e 35 Axed
from time to time by the Board of Directors in the resolution or resplutions sdopted pursuant to
authority granied in Parsgraph C of this Article Fourth, and the comsent by class or series vote or
otherwise, of the holders of the Preferred Stock or such of the series of the Preferred Stock as a2e from:
time 10 time outstanding shall not be required for the issuance by the Board of Dicectors of any other
senies of Preferred Stock whether the powers, preferences and rights of such other series shsll be fzad
by the Board of Directors & senior t0, or o~ s parity with, powers, preferences and righis of such

outstanding serizs, of any of them, provided, however, that the Board of Directors may provide tmsuch.
resolutica or resolutions sdopted with respect to any series of Preferred Stock that the comsent of the. |
hoiders of a majority (or such greater proportion as shall be therein fized) of the outstinding shares of
such series voting thereon shall be required for the issuance of any or all other senies of Preferred Stock. -

{2) Subject to the provisions of Section ! of this Paragraph D, shares of any series of Preferved. .
Stock msy de issued from ume 10 time 23 the Board of Directory shail determine and:on such terms:
and for such consideration as shall be fixed by the Board of Directors.

(3 Common Stock may be issued from timne to time as the Board of Directors shall determine snd.
on such terms and for such consideration as shall be fixed by the Board of Directors.

(4) No bolder of any of the shares of any class or series.of sharzs or securities convertible into such
shares of any class of :eries of thures, o of options, warrants or other rights 1o purchase or acquire
shares of any class orseriss of shares or of other securities of the Company shall have any preemipt
right to purchase, acquire. subscribe for any unissued shares of any class or series:of. any additional
shares of any class or series to de issued by reason of any increese of the authorized capital stock of the
Companyofmychswmmboud&wﬂﬂatadmd&admdebaﬁraumm
mwsbkmtoacx:hm:abkfcrm&mychnmmmmngwyn;hzwwchsear




acquire shares of any cluss or series, but any such unissved shares, acuitionad suthorized issue of shares
_of any class o series of shares or securities convertible ito or exchangeable for shares, oe carryiag sny

m:-'copmchm‘otacquiremmyvkmmwawmmmdmm
of Diseciors to such persocs, Srms, corporations of 2ssoCiations, wad wpon Ruch terms, a3 may de
deoemed advizabie by tie Board of Directors in the exercise & its aade discretion.

{35) The Compeny reserves the night to incresse or docrense ity suthorized capatsl shares, or any
ciat of senes thereof or to reclessify the same end 0 smend, alter, change or repeal say provision
conisinad i the Articles of Incorporation or ia any ameadmen: thereto, in the anner now or beresfier
prescrided by lsw, but subject 0 such conditions and lizpitations 25 sre heranbefore presctibed. snd all
rights conferred upon stcckholders in the Articies of Incorporanon of this Company, of any amendmen
thereto, ere grv \ted subject to this reservation

FIFTH. The purpose of the Company & the tramsaction of sy or all lawful buxiness for which
mmmyummnmmmxm&mwm.

SIXTH. The pericd of the Compsany’s duration shall be perpetuzl

SEVENTH. A. CERTAIN DEFINITIONS. For purposes of this Articie Seventh:

(1) “Afliate,” including the term “affilinted person,” means 3 persca who directly, of
indirectly through oae (1) or more intermediaries, con®r ols, of is coatroiled by, of 1 under common
control witd, 8 specified person.

{2) “Associate,” when used o indicate g relationship with any perscn, means:

‘a) Any corporatica or organizstion (other than the Compaay or a Subsidiary), of which
such person iz aa officer, direstor o7 pariner ot i3, directly or indirectly, the Beoefcial Owner
of ten percent (10%) or more of any class of Equity Securitiex;

(b) Any trust or other estate ins which such person has 3 o wtantial bencficial intevess or
a3 1o which such person serves as trusiae or in & mmilar Sducia.  capacity; and

{c) Any relutive or spouse of such persoa, or sny relstive of such spouse, any one (1) of
whom has the same home 38 such person or is a director or oficer of the corporation ot any
of its: Afiliates.

(3) “Benefcial Owner,” when nsed with respect 1o any Voting Stack, means & person:

(s) Who, individually or with any of its Affiliates or Associates, beachicially owns Voting
Stock, directiy or indirectly; or
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(o) Who, individuelly or with asy of i3 Aflistes or Associstes, has:

1. The night to acquire Voting Stock. whether such right & exercisabie immediately
o -caly aiter the pastage of ume and whether or act such right is exercisadle aaly after
specified conditions are met, pursuanat 10 2ny spresment, arrangement, or andenstanchag
or upon- the exercise of cosversion rights, eschange rights, warmaals or ophwes. or ‘
otherwise,

lmmmemMmewma
v fing: of

3 Mynpmttmm«mmwmemduqm
holding, voting or disposing of Yoting Stock with azy other perscn who bencficially owns, 1
o whese Afiliates of Associstes beneficially own, directly or indirectly. such shares of
Voring Stock.

(4) ~Business Combination™ means:

(a) Any merger or consolidation of the Company or any Subsidiary with aay Interested
Shareholder, or any cther corporauon, whether or ng? seif 1 Irterested Shareholder, which.
s, of nﬁu’mermgumwnmﬁd:mm&.mm-dm interested Sharcholder
who was aa Interesiod Shareholder prior 10 the transsctios;

(5) Any sale, lease, transfer, or other dispomtion. other then in the ordinary coerse of
Business, in.one (1) transaction or & serica of transactions in any rwelve-month period, to any
Interested Shareholder or any Affiliate of any interested Shareholder, other than the Company
or-any Subsidiary, of any sssets of the Company or any Subsidisry baving, messured at the
time the traasaction Of ITRNSACHONS Are approved by the Board of Directors of the Company.
an aggregate book value as of the end of the Company's most recently ended facal quarter of
five percent (%) or more of the total Market Vslue of the outstanding stock of the Compazy
or of its net worth as of the end of its Dmoat recenuly ended Sscal quarser; '

(¢) Tise issuance or transfer by the Compeny, or xay Subsidiary, in one transaction or &
series of transactions in any twelve-moath period, of any Equity Securities of the Company.ce
£ny: Subsidiary which have an-aggregate Markes Value of five percent (5% or more of the
tota} Market Velue of the outstanding stock of the Commpany, determinet as of the end of the
Company or-any-of its Subsidiaries, except pursuant 10 the esercise of warrants orrightsto .
method affording substantially proportionate treatment to the bolders of Voting Stock:

3




(d) The adoption of any plan or proposal for the Hquidsiion or dissolution of the
'Coenpo.nyMthhmyvth?ngmhzt&mwhviﬂbemmwmthhM' of
any Affilizte of any Interestsd Shareholder, or

(e) Ay reclassificarioa of securinies, including any reverve stock sphit; or recapstalization
dmmmy:wayw'wmo&&mdtkwymmdium
or any other tranwaction which has the effect, directly or indirecily, m e transaction or a
sevies of transactions, of increasing by five percent (5%) o7 more the proportionste amount
zhzoutmdingshnmofm?chsdiquity&omﬁiéad&:ﬁo«nmyauySntsidh:y
which is directly or indirecdy neficially owned by any Interested Sharedolder or any
Afihate of any Interested Sharshoider.

(5} “Commeon Stock”™ means any stock of the Company other than preferred or preference
stock of the Company.

(63 “Continaing Director™ means any member of the Compsasy’s Board of Directors who 15
not an Interesied Sharehoider or 2n Affiliste or Associate of ax Interesied Shareholder or any of
its Afiliates, other than the Company or any of its Subsidianes, and who was a director of the
Company prior to the time the Interesied Sharsholder became an Interested Sharebolder, and any
suceessor to such Coatinuing Director who 18 ot an Isterested Shareholder or an AMliate or
Associste of an Interested Shareholder or any of its Affiliates, other than the Company or any of
its Subsidiz.ics. and was recommended or elected by a majority of the Continuing Directors a2 a
meeting at whuch a quorum consist:ag of 8 majority of the Continuing Directors o preserit.

{7) “Control,” including the terms “controlling.™ “controlled by" and “under common
control with,” means the possesmion, directly or indirectly, of the power 10 direct or cause the
direction of the mansgemen: and policies of a person, whetber through the cwnership of voung
securities, by contract, or ctherwise, and the deneficial ownership of ten percent {10%) or wore of

the voics entitled to be cast by a corporation’s Voting Stock crestes s presumpnioa of control.

(8} "Equity Security” means:

(2) Any stock or smilar security, certificate of interest, or participation in any profit-
sharing agreement, voting trust certificate, or certificate of depasit for the forzgoing

(b) Any security convenible, with or without consideration, mto an Equity Security, or
any warran! of other secunly cauTymg any right 1o subscribe (o or purchase an Eguity
Secunty; or

{c) Any put, call. straddle, o¢ cther option, right or privilege of scquiring an Equity
Security from or selfling an Equity Security to another without beirg bound to do so.

4




m-wwmmmmmmw xy or any of |

Subsidrarnies, wihok . v

(2) & the Demtoial Cwoer, direcily or wdizectly, of tes percest (10%) or more of he

volng power of the outstanding Voung Seock of the Compeay, or 8 an AMEate of the

Cemmmdumm'mv:&mwmmmmmmmm

was the Benefcisl Owner, directly or indirectly, of wn perceat {10%) or more of the voung
power of the thea outstanding Votng Sicck of the Company.

() For the purpose of determining whether 2 peron is 30 Interemad Sharehoider, the ,
aumber of shases of Voting Stock dommed to be outstanching chell incivde shares decmed
cened by the pereon through spplicstion of Subsacticay (3) of this Paragraph A of Arxcle

Seventh dut shall aot include zay cther shares of Voting Stock which may be issusbie paurnuant

to any sgroemeni, arrengement, of anderstanding or vron exercise of conversion nghs,

WRITAn or ophions or othernise.

JEvo

(10) “Marke: Valoe™ means:

(@) In the case of stock, the highest ciosing saie price during the thirty-day penod
immedintely praceding the dale in question of a share of such stock oo the companise tape for
New York Stock Exchange kisted stocks, or, if such stock i3 oot quoted on the composite tape,
on the New York Stock Exchange, or f such stock is not listed om soch exchange, on the
pniacipal United Stites secunities exchange registered under the Sccurities Eschange Act of
1934 on which such siock s hsted, or, f such stock is not listed oo mny such exchange, the
highest closing bid quotation with respect 10 8 share of such stock during the thurty-day period
preceding the date in guestion oa the National Association of Secunities Dealers, Inc,
Agtomated Quotations System or any system then i use, or I 80 soch guotations are i 2
aveilgble, the fair market value on the date in question of 3 share of such siock xs determined - h
by a msjority of the Costnuing Diractors at 3 eeting of the Board of Directors st which s . -
Quorum coasisting of at least 8 majority of the Continuing Direcions s present; and

(b) In the case of property other than cash or stock, the fair markes value of such property i
on the cat2 in question s determinad b 3 majority of the Continumg Directors at & meeting ¥
of tde Borrd of Directors a2 which 8 quorum consisting of at least 3 majority of the Cousinuing !
Dyectors s present.

{11) “Subaidiazry™ means any corporanion of wiich Votiag Stock haviag o majority of the voies
enutiad 10 be cast & owned, directly or indirectly, by the Company.

(12) “Voting Stock™ menns shares of capital stock of & corporstion entitled 1o vote gencrally
in the slection. of its director.




‘B MINIKUAM SHARE YOTE REQUIREMENTS FOR APPROVAL OF BUSINESS

 COMBINATIONS.

 (}) 1n sddition o say vote otherwise required by taw or thesz Anicles of Incorporation, 8
Business Combinstion shell be recosamended by the Board of Directors of the Compuny and
memmmo{um: )

(s) Eighty perceat (30%) of the vots entitied to Be cast by outstanding shares of Voting
Siock of the Compasy, voling together 58 & single voting group; and
{d) Two-thirds of the vites entitled 10 be cast by holders of Voting Stock other than
vmmwymwauhmmmwmamwm Affiliste i3, 3
party to the- Busines Cosmbinatica or by an Affliate or Associate of such Ioterested
Shereholdes, voting together as a single voung group. ‘
{2) Unleas 2 Businem Combination is ezzmpted from the operation of this Faragraph B in
geocrdance with Paragreph C of this Article Seventh, the fadlure to0 comply with the voling
roquireTnents of Subsectica (1) of this Paragraph B shail render such Business Combination vod.

C. EXEAMPTIONS FROM MINIMUM SHARE VOTE REQUIREMENTS.

(3) For purposes of Section (2) of this Paragraph C:
(a) “Anpouncement Dete” means the frst general public announcement of the propossl

o¢ intention 10 make o proposal of the Business Combination or its first communication
gmrauy-wmﬁbuﬂa‘s of the Company, whichever is carlier,

(&) “Determmnstion Date” means the date on which an interesied Sharcholder it
mecarne an 1nterested Sharcholder, and

(<) “Valuation Dute™ mesans

1. Foe 5 Business Combination voted upon by stockbolders, the latier of the day prior to
e date of the stockholders’ vote or the date twenty (20) days priof 1o the consummation of

2. For » Busines Combination not voled upon by stockhoiders, the daie of the
wmmdmmc@bmam :

G)mwmnrdby?mphsdmamk Seventh does not apply to a Business
-Combanation if each’ of a2 following conditions is met:

(6} The aggregase amount of the cash sad the Market Value &3 of the Vaiustion Date of
coesideration ocber than cash to be reccived per share by holders of Common Stock in such
Business Combinaticn i8 32 lesat equal 10 the highest of the following:




1. The bighest per share price (including any brokerage commissions, transfer taxes and
solictting dealers’ faes) paid by the Interested Shareholder for any shares of Commoa Stock of
the saine class or series acquirsd by it:

a. Within the two-year pericd immediately prior to the Announcement Date of the
propoesl of the Business Combination; or

b In the transaction in which it became an Interested Sharcholder, whichever is
higher; or |

2. The Market Velue per share of Common Stock of the same cless or series on the
Announcement Date or on the Determination Date, whichever is higher; or i

3. The price per share equal to the Market Value per share of Common Steck of the same
class or series determined pursuant to clause 2 of this Subsection (a), multiplied by the fraction
of: '

a. The highest per share price, including any brokerage commissions, transfer taxes
and soliciting deaiers’ fees, paid by the Interested Shareholder for any shares of Common
Stock of the same class or series acquired by it within the two-year period immediately
prior to the Anncuncement Dare, cver

b. The Market Yalue per shere of Commen Stock of the same class or series on the
first day in such teo-year period on which the Interested Shareholder acquired any shares
of Common Stock.

(5) The aggregate amount of the cash and the Mzrket Value as of the Valustion Date of
consideration oih.r than cash 1o be received per hare by holders & shares of any class or series of ,
outstanding stock other then Common Stock is at least equal to the bighest of the following, !
whethzr or nct the Interested Shareholder has previously acguired any shares of 3 particular class :
or series of siock:

1. The highest per shars price, including any brokerage commiszsions, transfer taxes and
soliciting dealers’ fess, paid by the Interested Sharcholder for any shares cf such class of stock
scquired by it: .

a. Within the two-year pericd immediately prior to the Announcement. Date of the
proposal:of the Business Combination; or

b. In the: transaction in which it became an Interested Shareholder, whichever is
higher; or

2. The highest preferentisl amount per shere to which the holders of shares of such class
of stock-are entitled in the eveat of any voluntary of invoiuntary liquidation, disolution or -
windiag up of the Compeny; or -

s 4 s st - e .~ e




R
'm 3. The Market Value per share of such class of stock on the Anacuncement Dste or o
:ﬂ " the Determinatios Dase, whichever i higher; or
| ' 6. The price per shere egual to the Market Value per share of such class of stock
, determuned purseant 10 claute 3 of ihis Subsection (b), multiplied by the fraction of:

& The highest per share price, including any drokesage commissions, transfer tazes
. and soliciting deglers’ feez, paid by the Interested Sharcholder for any shares of any class
a@; . of Young Stock acquired by ut within the two-year peniod immeiately prior 10 the

e SU Ansouncemen: Dete, over

9. The Market Value per share of the same class of Yoting Siock on the first day i
- such twvo-year period on which the Interested Shareholder acquired any shares of the
same class of Voting Steck.

(c) in. making any peice calculation under Section (2) of this Paragraph C, appropriate
adjustments- shail be made to reflect any reciassification, including any reverse stock sphit;
recapitalization; reorganization; of eny similar trensaction which has the effect of reducing the
number of outstanding shares of the stock. The consideration (0 be received by holders of uny class
or series of cuistanding stock & 10 be in cash or in the same form as the Interested Sharcholder
‘has previously psid for shares of the same class or scnies of stock. If the Interesied Sharcholder hes :
paid for shares of any cless of sock with varying forms of consideration, the form of consideraticn i
for .uch ciass of stock shal be e°her cash or the form used to a.quire the largest aumber of shares
of such class or series of siock previously scguirud by it.

{&) i. Afier the Inicrested Sharcholder has become an Interested Shareholder and priot to the
corsummation of such Business Combdinstion:

3 ‘There shali bsve been no falure to declare and pey st the regular date therefor any
full periodic dividends, whether or nct cumulative, on any outstanding preferred stock of the
Compeny:

5. There shell have been 5o reduction in the annual rate of dividends paid cn-any class
or wenes of stock of the Company that is not preferred stock. except as necessary 1o reflect
nny subdivision of the stock; and an incresse in such snnual rate of dividends as necessary to
seflect any reisdsificanon, inciuding any reverse stock split; recap.talization; reorganization;
or aay similar transaction which hag the effect of recducing the number of outstanding shares '
of the stock: and

¢ The Interested Shaveholder shall not become the Beneficial Owner of any additional

shares of stock of the Company cscept as part of the transaction which resuited in such

Interssiad: Sharchoider Beroming an Interested Shareholder or by virtue of proportionate
_stock splits:or stack dividends.

-k
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I.Wprmofsubc&mtandudc.zmldonmapplysinolnmmedsweho!dcr
or o Amhaze or . Associate of the Interested Sharehoider voted as a director.of the Company in.a v
masEner :m;ef_.l ‘with such subclsuses and the Interesied Shureholder, within ten (10) days after
any act or failure 10 act inconsistent with such subclauses, notifies tise Board of Directors of the
Company in oniting that the Interested Sharehoider disapproves thereof and requests in good faith
that the Board of Directors rectify such act or failure to ect.

(2) After the Interested Sharehoider has become an Interested Shareholder, the interested
Shareholder waay not have reccived the benefit, directly or indirectly, except proportionately 2s.a
stockholder, of eny loans, advarcss, guaraniees, pledges o7 other fnancial assistance provided-by
the Company or 2% Subsidizry, whether in anticipation of or in connection with such Business
Combinaticn or othersnse.

(3) {3) The vote required by Paragraph B of this Arucie Seventh does nct apply to any Business
Combinstioa: that is approved by a majedty of Continuing Dircctors st o meeting of the Board of
Drirsctors at which & quorum consisting of st least a majerity cf the Continuing Directors. is present.

(b} Dnlese by its terms a resolution sdopted under the foregoing subsection (a) of this Section: (3)
is made irrevocable; it may be altersd or repealed by the Boerd of Directors, but this shall not sffect
., Business Combinations that have been consummated, or are the subject of an existing agreement
eatered into, prior to the alteration or repeal.

. D¢ Sowers of che Board of Direcror:.Auu-omy of the Continuing Directors of the Company shall’
have the power gad duty todetcrmme.mthehmofm!oﬁmmkmw&omunmetmbk
inquiry, sl facts necessary 0 determine compliance with this Article- Seventh, including without
limitation, {a) whether & person is'an Interested Shareholder, (b) the number of shares of Voting Slock
beneficially owned: by any. person, (c) whether a person is an Affiliste or Associars ofano(her (d): .
.whr.hcr(hezmwhwhmtbesub]mdmyBmeambzmuonhnve,orumﬂmnontobc
received for the issusace of. transfer of securities by the Company of any. Subsidiary in any Business
Combmatmhu.wauregatebookvalmorMnrkanueofﬂvepamt(S%)ctmeohhewm L
MarketVdmdthemmmmgmkd&e%mymdmnetvonh.md(e)whnbertbe '
requuamnd?mmpthmuAmte&mzh have been met. s

-E. No Effect on Fiduciary Obligarions of interested Skareholders. Nothing contained in this An .
Seventiy shall be construed to relieve any Inserested Sharehoider from any fduciary oprnan lmpoad'

- F. Amendmént or Repect Notwithstanding any other provisions of this: Article: Seventh or.of an
oeba Article hereof, ot of the By-Laws of the Compeny (and. notwithsianding the fact that.a lesser
perceniage may: um&dfmmwnmeby law, this Article Seventh, anymherhngkh«eof'
the: By Laws of the: Compmy). the provisicas of thu Amcle Seventh my not hs: nltavd.’f’mcndad
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repsaled in ARy rESYRCt, MY MY SaYy PrOViden moonsistent therewith be adopted, unless such alteration,
amcedmeat, repeal of adoption B approved 3y the afimmaiive votz of the holders of at waast: (i) 80% of
the combiesd voiing potrer of the Mhen catsanding Voting Stock of the Compeny, voting together as 2
sngle clam and (3) €% of the combined voting power of the then outstanding Voting Steck (which
o Bt bencliciaily cerned by any lateresiend Sharebolder), voting together as a tingle class.

TIGHTH A Yumber. Elerion and Terms of Directors The business of the Company shall be
menaged by @ Bozrd of Dircctor. The number of directors of the Company shall be fxed from time ¢
ume by or pursasnt 0 the By-Lows of the Company. Except as otherwise provided in or fixed by cr
pursuani to the provisions of Articlke Founth bereol relating to the rights of the holders of any class or
series of stock having a preference over the Com non Sicck as to dividends or upon Lquidation to elect
difesiors under specifisd croumstances, the directors shall be classified, with respect to the time for
wiich they severally hold ofice, into thrae clasces, s nesrly equsl in number s possible, as shall be
proviged in the manner specified in the By-Laws of the Company. One class shall be onignally elected
Jor a teren espining at the annual meeting of stockholders to be held in 1991, another class shall be
originally electod for 2 tenn eapiring at the annual meeting of stockholders to be held in 1997, and
Enother clas shall ke originally dected for a term expinng at the annusl mesting of stockholders to be
beld in 1993, with cach menmber of aach class W hold oifice until & successur is elected and qualified. At
esch sanval mesting of stockbolders of the Company and except as otherwite provided in or fized by
or pursuant (o the provisions of Articie Fourth herecf relating to the rights of the holders of any class
o series of stk having 8 preference over the Common Stock es to dividends or upoa tiquidation o
elsct direstors under speciied cucumstinces, the successors of the class of directors whoie erm expires
af thay meeting shall be elecied to hold office for & term of thres yoars.

B. Stockhelder Nomination of Dircetor Candidates and Iniraduction of Business. Advance notice of
acchboider nominations (or the eiection of directors, snd advance notice of businass to be brought by
ﬁm&hmdmbefa%mamuﬂxm:ngofswckbolders.ahanbengmmtbemmnerpmndedmthe
By-Lawn of the Company.

C. Newly Created Directirships and Yaconcizs Except 2s otherwise required by law and except as
otherwice provided in ar zed by or pursesnt to the provisions of Article Fourth berecf relating 10 the
rights of the bolders of any claes o7 series of steck having s preference over the Comimon Stock 23 to
divedends of upon liquidation o elect directors under specified circumstances: (i) newly created
direvtowsiips resulting from any @crease in the aumber of dicectors and any vacascies oa the Board of
Directom resuiting from dexth, vexignation, disqualification, removal or other cause shali be filled by
the 2fAinmstive vote of 2 majority of the remaining directors then in office, even though less than a
quoram of the Board of Drectors; (ii) any director elecied in sccordaunce with the preceding clause (i)
shail hold ofice for the remeinder of the full term of the class of girectors in which the new directorship
was. crested or the vacancy ccourred end entil such director's successor skall have been elected and
quslified. and (i) no decrenie in the number of directors constituting the Roard of Directors shzll
shorten the term of eny incumbeat director.
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B Remmgzal Escapt 25 stberwise provided in or fixed by or pursuant to the provisions of Article
Fourth hereof relating 10 the righis of the bolders of any class or series of stock having s preference
cver the Common Stock as to dividends or upon liquidation to elect directors under specified
circumstan s, any director may he removed from-office. with or without cause, only by the afirmative
voie of the halders of 2t least 80% of ithe combined voting power of the then cutstanding shares of the
Comparny's siork ‘entitled 0 vote generslly, voting together as a single class. Notwithstanding the
foregoing provinons of this Paragraph D, if st any time any stockholders of the Company have
cumulative vcung nghts with respeci 10 the election of directors and less than the entire Board of
Directors 15 to be rewmoved, no director may be removed from office if ths voies cast against removal
wouid be sufficient to elect the persot: as a director if cumulatively voted at an slection of the class of
directors of which such perscn is a part. Whenever in this Article Eighth or in Article Ninth bereof or
ta Articke Teath herecf, the phrase, “the then outstanding shares of the Company's stock entitled to
vote generally” 3 used, such phrase shall mean each then outstanding share of any class or series of the
Company's stock that is entitied to vote generally in the election of the Company’s directors.

E. Amerdmeni or Repesl Notwithstanding any other provisions of this Asticle Eighth or of any
other Article bereof or of the By-Laws of the Company (and notwithstanding the fact that a lesser
perceniage may be specified from time o unie by law, this Article Eighth, any other Article hereof, or
the By-Laws of the Company), the provisions oi this Article Eighth may not de altered, amended or
repealsd in &2y respect, noF MAY a0y Srovision inconsistent therewith be adopted, unless such alteration,
amendment, repea! of adoiion i3 approved by the affirmasive vote of al least 80% of the combined
voting power of the then outstanding shares of the Company’s steei entitled to vote generally, vating
togeiner 08 8 sagle class.

NINTH. Any actica required or permitied to oce taken dy the stockholders of the Company at a
mecting of such holders may be taken without such 2 mesting oafy by written consent by all of the
stockholders eatitled to vote o the subject matter d.ereof. Except as otherwise mandated by Kentucky
iaw and 2acept as otherwise provided in or fixed by or pursuant to tde provisons of Article Founth
kercof relating to the nghts-of the bolders of any clars or series of steck: baving a preférence over the
Common Sizct s to dividends or upon lquidation 10 elect directors under specified circumstances,
special meetings of stockholders of the Compeny may be called only by the Board of Directors pursuant
102 resciution: approved by & majority of the entire Board of Directors or dy:the President of ‘the

Company. Nowwithstanding any cthey. provisions of this Ariicle Ninth o of any other Article hereof or
- of the By-Laws of the Company (and notwithstanding the fact that a lesser percentage may be specified

from time to time by: law, this Article Minth, any other Articie hereof, or the By- Lawsoftthompany)-

Rhcwmtdthnnﬂxhlﬂmlbmynotbedtcmd mmdedovrepaledmmymmnmmy S
any provisioa isconsistent therewith be sdopted; uniess such alteration, amendment, npa!ormpnou .
is:approved by.the afirmative vote of the holders of at leact 830% of the combined: voring pawer _:me;:

mmmwmmmysumxmnzummm mn;
clasa. .

.13

}'
b
Y




TEN‘TH mmwmmaumemmm smend and repeal-the By:-Laws of the
LD Company W the mazimun extent gonaiitad from time to time by Kentucky law; provided, however,

.-j:m:any%hmmbymm:i&mm&rmemmfmmbymyu
. amendad or repesied by the Board of Directors o by the holders of at least 2 majority of the combinad
. votiag power of (be then culstanding shases of the Company's stock entitled to vote generally, voting
. sogeiber 83 8 migle ciass, elcept hat, and nctwithstanding any other provisions of this Article Tenth
- or of say other Article hereof or of the By-Laws of the Company (and notwithstanding the fact that a
leser percentage may be specificd from time .o titoe by law, this Article Tenth, any other Asticle hersof
orthe Ty-Laws of the Company), ac provision of Section 2, Section § or Section & of Article I of the
&g~ By-Lews o of Section | of Article I of the By-Lawns or of Article VIII of the By-Laws may be sltered.
' ,-:_5'mmsm:amymmmymypmmwmmﬂmmhemmd.m&
.. such alterazion, smendment. repeal of adoption is approved by the affirmative vote of the holders of at
Jeast $0% of the combined voting power of the then outstanding shares of the Company's stock entitled
-t veue gnernlly, voting logether s 8 single clacs. Notwithstanding any other provisions of this Asvicle
2+ Tenth of o any other Arnicle hereof ot of the By-Laws of the Cotipany (and notwithstanding the fact
. that a lesser percentage may be specified from time 19 time by law, this Article Tenth, any other Articie
» . hereof or the By-Laws of the Company) the provisions of this Article Tenth may not be aitered,
.. aevended or repealed in gny respect, nor may any provision inconsistent therewith be adopted, unless
{ - such alteration, amendment, repeal or adoption is approved by the afirmative vote of the holders of ar
U et 80%. of the combined voting power of the then outstanding shares of the Company’s stock entitled
40 vole penerally, voting togeiher as s singie class.

© . ELEVENTH. A direcior of the Company shall not be personally liable to the Company or its
stockhoiders for moneiiry damages for breach of his duties as a direstor; except ior liability (i) for any
" transacticn in which the directce’s personal éinancial interest is in coaflict with the Bnanciel interests of
- the Company or its stockbolders, (i} for acts or omissions nct in good faith or which involve inteational
£ain omdct oF are knowa 10 the director i be & violation of law, (iii) under Kentucky Revised Statutes
3718.8-330, oy (iv) for any s iction jrom which the director derived any improper personal benefit.
.o the Kentocky Business Corporation Act is amendad after approval dy the stockholders of this Article
"t putorize corpornie action further eliminating or limiting the personal liakility of directors, then the
“Hubility of & director of the Company ahail be eliminated or Limited to the fullest extent permitted by
,meMy&nuowwamm 83 30 amendzd.

“ - Any repest or-modification of the foregoing paragraph by the siockholders of the Company shall
mmdwsdya%mmy right ov protection of a direcior of the Company existing st the time of such

, mﬁ‘i A.RIGE!T TO: INDEMNIFICATION, ‘Each person who was ‘or is a direcior of the
;‘Cmmymﬂwhowuotumadet.mnyoruw 10 be made & party to or is otherwise involved -
:(mdndmg. without limitat:on, 23 3 witness) in asy action, suit or procesding, whether civil, mnuml.
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adminigtrative or investigstive (hereirafter a “proceeding™), by reason of the fact that be or she is or
was 8 director or officer of the Company or is or was serving st the request of the Company as a director,
officer, purtrer, trustee, employee o7 agent of another corporstion or of a parinership, joint venture,
mmMumulmgmmmmmumWMdtmwm
lnﬁmﬁm&mmfj.wmmumd:mhmmgdhgﬁmmmmmty
a2 8 direcior or officer or in any other capacity while s2rving a3 8 director or officer, shall be indemnified
and beld dammiess by the Company to the fullest extemt permitted by the Kentucky Business
Corpovation Act, 23 the same #7ists o may hereafler be amended (but, in the case of any such
amendment. only 10 e extent thsi such tmendment permits the Company to provide broader
mdeanificatior rights than such law permitted the Compaay to provide perior to such amendment),
against all Balxlity, all reasonsble expense and all loss (including, without limitation, judgments, fines,
reasoasdle pitorneys’ fees, ERISA excise taxes or penalties and amounts paid in settlement) incurred or
sufered by wach Indemnified Director in connection therewith and such indemnification shall continue
as to an Indemnifed Director who has ceased to be a director and shall inure to the bepefit of the
Inderunified Director's heirs, execuiors and sdministrators. Each persco who was or is an officer of the
Company ead not a director of the Company and who was or is made a party or is threatened to be
made 2 party £ or is otherwise involved (inciuding, without limitation, es ¢ witness) in any procesding,
by reason of the dact that be or she i3 cr was an officer of the Company or is or was serving at the
request of thc Compeny a3 8 director, officer, partner, trustee, employes or agent of another corporation
¢z of o partership, “Nnt veature, trust or other enterprise, including tervice with respect to an employee
benefit plan (bercinafter an “Indermnilled Owicer™), whetber tix basis of such proceeding is alleged
action in ar offcial capecity a3 an officer or in any cther capacity while serving as an oficer, shall be
indemniSed end heid harmiess by the Company against all Hakility, all ressonable expens2 and all los
(including, without limitaticn, judgments, fines, reasonable attorncys’ fees, ERISA excise taxes or
aenulties and amounts paid in settlement) incusrred or suffered by such Indemnified Officer to the same
extent and snder the same conditicas that the Company must indemnify en Indemnified Director
pursuant to the immediately preceding sentence and 1o such fusther extent ss is not contrary to public
puiicy and such indemniication akall continue as 10 an Indemanified Officer who has cessed to be an -
oficer and skel! inure > the benefit of the Indemnified Cficer’s beiry, executors and administrators.
Notwithstanding the foregoing and except as provided in Parngragh B of rhis Article Twelfth with
respect to proceedings to enforee righis to indemnification, the Compeny sball indemnify zay
Indemnited Director or Indemnified OBcer in connaction with & procsediag (or pant thereof) initiatad
by such Indemnified Director or Indemnified Oficer only if such procesding (or pert thereof) was
authorized by the Beard of Directors of the Company. As bereinafter used in this Article Twelfth, the
121 “indemnnitee™ means any Indemuificd Director or Indemniflad OBcer. Any perion who is or-was
8 director or oflicer of a subsidiary of the Company shail de dsemed to be serving in such capacity at
the request of the Company for purposes of this Article Twelfth. The right to indemnification conferred
in this Articte shall include the right to be paid by ibe Company the expenses incurred in defending
asy such provesding in advance of its final disposition (hereinafter an “advancement:of expenses”); :
provided, bowever, that, if the Kentucky Business Corporation Act requires, -an- advancement of
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CAPERIES incacred 2y &n indemnitee who at the time of receiving such advance i3 8 director of the
Company shall de made only wpon: (i) delivery to the Company of an undenaking (bercinafier an
“uinderaking™), by or on bohelf of such indemnitee, 10 repey all amounts so adranced if it shall
d(mﬁyk&dmummwmm&mwhxbihereﬂncfunhernghtmappm!
(bereiasfler, & “Hnal sdjudication™) thst such inGemnites is not entitled (0 be indemnified for such
expensas under thn Anicle or otherwise; (i) delivery 1o the Company o a written affirmastion of the
indemeitee’s good fzith belizf tha: he or sbe has met the standard of conduct that makes indemaification
by the Compeey permissible eader the Xentucky Business Corporation Act; and (iii) a det<.mination
that ibe facts thon knowa 10 these making the determination would not preclude indemnification under
the Keatucky Business Corporation Act. The nght to indemnificetion and advancement of expenses
conferred in this Paragranh A thail be a contrct sight.

B. RICHT OF INDEMNITEE TO BRING SUIT. If a claitn under Paragraph A of ihis Article
Twellth is aot paid in full by the C. mpany within sixty days afier 8 wrinien claim has been received by
the Company {except in the case of 2 claira for an advancement of expenses, in which case the applicable
pericd shell be twenty days), the indeminitee may at any time therzafter bring suit against the Company
to recover she unpaid smount of the claim. If successful in whele or in part in any such sait or in ¢ suije
beought by the Company to recover an adveacement of expenses pursuant to the terms of an
undertaking, the indemaiter also shall be endtled 10 be peid the expense of prosecuting or defending
such. suit. In (§) eny suit bronght by the indemnilze to enforce 2 right to indemnification bereunder
(other then s suit 10 enforce a right to an advancement of expenses brought by an indemnitee who will
oot Be 3 director of the Company at the time suck advance i3 made) it shall be a defense that, and in
{6) any suit by the Company 0 recover an advancement of expenies pursuant to the terms of an
underiaking the Company thall b entitled to recover such eapenses upon & final adjudication thst, the
indernites has ot met tae wandard thst makes it percuissible bereunder or under the Kentucky
Business Corporaticn Act (the “spplicadble standara™) for the Company to indemnify the indemnitee
for the amasunt claimed. Neither the failure of the Company (inclvdirg its Beard of Directors, a
committae of the Boerd of Cirectors, independent legal counse! or its stockhoiders) to have mede »
detesmination prior to the commencement of such suit that indemnification of the indemaitee is proper
i the circumstances becauss tde indemnitee hos mct the applicable standard, cor as actual
deterinination by the Company (including its Board of Directors, a committee of the Board of Directors,
independent tegel counsel or its stockholders) that the indemnites has not met the applicable standard,
skall crzste o presumption that the indemaites has not met the applicadle standard or, in the case of
such a suit brought by the indemnitee, shall be s defense to suchk suit. In any suit brought by the
indemaites to enforce a Nght to indemcnification or 10 an sdvancement of expenses hersunder, or by the
Cotnpany to recover an sdvancement of expenees pursuant to the terms of an undertaking, the burden

-of proving that the indempnitee i not entitled td be indemuified or 1o such advancement of eapenses
‘under this Article Twelfth or otherwise shal! be on the Conpany.




C. NON-EXCLUSIVITY OF RIGHTS. The rightc 1o indemnification and to the advancement of
expenses conférred in «kis Asticle Tweifth shall not be exclusive of any other right which 8ay person
may have or heresfler scquire under any sistute, these Articles of Iacorperation, any By-Law, any
sgrecment, any vote of siockholders or disinterested dirsctors of otherwise.

D. INSURANCE The Compeny mey maintain insurance, at its expense, to protect itself and any
director, officer, employee or agent of tse Company or another COFPOTRUON, pArtneTsiiip, joint venture,
trust or other eaterprise sgainst any expense, lisbility or ices, whether or not the Company would have
the power 10 indemaify such person against such ex sense, lisbility or loas under the Kentucky Business
Corperation Act. :

E INDEMNIFICATION OF EMPLOYEES AND AGENTS. The Company may, to the extent
'autborized'fro'mumetoﬁmcbytheBeardofDimmmmdﬂmwindemmﬁcaﬁmmdwtbe
adveccement of expenses to any employes or agent of the Cowpany end to any person serving at the
request of the Company 23 an agent or employee of another corporation or of a joint venture, trust or
other enterprise to the fullest extent of the provisions of this Asticle Tweifth with respect to the
indemnification and advancement of expensss of cither directors or oficers of the Company.

F. REPEAL OR MODIFICATION. Any repeal or modification of any provision of this Article
Twelfth shall not adversely affact any nghts to indemnificstion end to adva:.~zment of expenszs that
any person may heve st the time of such repeal or modification with respect o any ‘acts or cmissicns
occurnag. peior 1o such repeal or modification.

G. SEVERABILITY 1z case any one or more of the provizions of this Article Twelld, or any
application: thereof, shall be invalid, illegai or unenforceabie ia any respect, the validity, legality and
enforceability of the remaining provisions in this Article Tweifth, and any other application therecf,
shell not in any way be affected or impaired thereby.

THIRTEENTH. The name and mailing sddress of the sole incorporator is:

Charles A, Markel, il
3i1 West Chestnut Stroet
P..O; "EOI 320‘0
Louisville, Kentucky 40232




"' yHIS. INSTRUMENT PREPARED BY:

) The undersigned hereby certifies that the Amended and
Restated Articles of Incorporation correctly set forth the
corresponding Articles of Incorporation as amended and that
these Amended and Restated Articles of Incorporation supercede
the original Articles of Incorporation and any amendments and
correctiona thereto.

LG&E ENERGY CCRP.
/f B B //’ ‘r'/ ; j r'\'.'“-‘*
By: f;&&éwéf C”@%4;/ £éA
Charles A. Markel, III

Vice President, Secretary
and Treasurer

COMMONWEALTH OF KENTUCKY )
) (SS
COUNTY OF JEFFERSON )

I, the undersigned notary public in and for the state
and county aforesaid, do hereby certify that on this Gl day
of August, 19%0, personally appeared before me Charles A.
Markel, I1I, being by me first duly sworn, and who declared
that he is the Vice President, Secretary and Treasurer of LG&E
Energy Corp., that he signed the foregoing Amended and Restated
Articies of Incorporation as Vice President, Secretary and
Treasurer of the Company, and that the statements therein
contained are true.

‘ . . . arev Poklic, Seate at Large, KY.
My Commission explres: Vi i yaiges May 12, 1993

Q§§;xkixsx:i~§§5533:5§\'

Notary Public ‘
State of Kentucky at Large

: LAt £
G. Middleton III
& Reutlinger- -
“Williamson Tower
Kentucky 40202

. Charles




- Foriryss
ARTICLES OF AMENDMENT
TO
v ARTICLES OF IN CORPORATION
i OF
LG&E ENERGY CORP. RECEIVED & FILED
Ch.? joe,040.00
% Pursuant to the provisions of KRS 271B.10-030 and KRS 2§} }§-0®, 2P HolRfving
Articles of Amendment to the Articles of Incorporation of LG&E Energy Corp a Kentucky
; corporation (the “Corporation”), are hereby adopted: 7%',,1 _ 2

FIRST: The name of the Corporation is LG&E Energy &%

SECOND:  Article Fourth A. of the Corporation’s Articles of Incorporation is
, hereby deleted in its entirety and replaced with the following:
“FOURTH A. AUTHORIZED CAPITAL STOCK. The total nu;nber .
of shares which the Company shall have the authority to issue shall be
130,000,000 shares, of which 125,000,000 shares shall be Commor[ .
Stock, without par value, and 5,000,000 shares shall be Prefarred
Stock, without par value. soee
L3R K BN J
THIRD: The above designated amendment does not provide for an exchaﬁgt_:., .
- reclassification or cancellation of issued shares of stack of the
Corporation.

FOURTH: The designated amendment was adopted by the Corporation’s Board
of Directors on December 6, 1995, and submitted to the
Corporation’s shareholders for approval on April 23, 1996. As of the
record date of the 1996 Annual Meeting of Shareholders, the
Corporation had 33,122,674 outstanding shares of common stock,
; having no par value per share, each such share entitled to vote on the
amendment. 27,790,513 of the common shares were indisputably
wl represented on the proposal to amend the Articles of Incorporation at
the Annual Meeting, duly called in accordance with the Kentucky
Business Corporation Act, with 26,623,394 votes indisputably cast in
favor of the amendment, such votes being sufficient for approval of
L the amendment.

Dated: April 23, 1996.

LG&E ENERGY CORP.
By (M,,W
John(R. McCall

Title: Executive Vice President, General Counsel
NAXIMMISCENERGY AMD and Corporate Secretary




CERTIFICATE

Pursuant to the provisions of KRS 271B.10-070, LG&E Energy Corp., a Kentucky

corporation {the “Company”), files herewith Asticles of Amendment and Restated Articles of
Incorporation and hereby certifies that:

FIRST:

SECOND:

FOURTH:

The name of the Company is LG&E Energy Corp.

The Articles of Amendment and Restated Articles of
Incorporation {the “Restatement”) filed herewith
contains no amendments to the Company’s Articles
of Incorporation which require shareholder
approval.

Articles First through Fourteenth of the Company’s
Arnticles of Incorporation are restated in their
entirety as set forth in the Restatement filed
herewith, a copy of which is attached hereto.

The Restatement of the Company’s Articles of
Incorporation was adopted by the Company’s Board
of Directors as of September 4, 1956.

Dated: September 4, 1996.

Yoy 410 w3 W96

o:\boardicorp.dociencrgy. ot

LG&E ENERGY CORP.

John R{ McCall
Title: Executive Vice President, General‘Counsel -
and Corporate Secretary




ARTICLES OF AMENDMENT AND
RESTATED ARTICLES OF INCOMPANY
: OF
LG&E ENERGY CORP:

Pursuant to the provisions of KRS 271B.10-030 and KRS 271B.10-060, LG&E Energy
Corp., a Kentucky corporation {the “Company”), hereby adopts the following Artcles of
Amendment to its Amended and Restated Articles of Incorporation, as amended, and restates its
Articles of Incorporation, as amended:

FIRST: The name of the Company is LG&E Energy Corp.

SECOND:  These Articles of Amendment and Restated Articles
of Incorporation (the “Restaiement” ) do not contain
any amendments to the Company’s Amended and
Restated Articles of Incorporation, as amended,
requiring shareholder approval and were adopted by
the Company’s Board of Directors on September 4,
1996.

THIRD: The amendments contained in the Restatement do
not provide for an exchange, reclassification or
cancellation of issued shares of stock of the
Company.

FOURTH: The Restatement, together with the amendments
contained therein, supersede the onginal Amended
and Restated Articles of Incorporation, as amended,
and all amendments thereto.

FIFTH: The Restatement, containing the amendments
adopted, shall read in its entirety as set forth on
Exhibit A attached hereto.

Dated: September 4, 1996

LG&E ENERGY CORP.

e )

John R. McCall
Title: Executive Vice President;:General Co
and Corporate Secretary '

Venergy\legalsys\shareboardboardworp.docid encrgy. ama




ARTICLES OF AMENDMENT AND
RESTATED ARTICLES OF INCORPORATION
OF
LG&E ENERGY CORP.

“FIRST. The corporate name is
LG&E Energy Corp.

SECOND. The address of the registered office of LG&E Energy Corp. «(herein,
the “Company”) is 220 West Main Street, P.O. Box 32030, Louisville, Kentucky
40232 and the name :of the Company’s registered :agent at that office is John R.
McCall.

THIRD. The mailing address of the principal office of the Company is 220 West
‘Main:Street, P.O. Box 32030, Louisville, Kentucky 40232.

FOURTH. A AUTHORIZED CAPITAL STOCK. The total number of shares
which-the Company shall have the authority to issue shall be 130,000,000 shares,
of ‘which 125,000,000 shares shall be Common Stock, without par value, and

5,000;000 shares shall be Preferred Stock, without parvalue.

B. {COMMON STOCK. The Board of Directors is hereby authorized-to:cause .
‘shares of ‘Common Stock, without par value, 10 be-issued from time to:tim fo
such consideration as.may be fixed from time to time by the Boardof Dire
fby way-of stock split pro rata to-the holders of the- CommonStock. Th
Q‘Dxrectors rnay also detenmne the propomon of the proceeds recexved o

and, 1o the extent: requn'ed by law, t cumulat
cis ors by: shareholders ’




No holder of shares of Common Stock shall be entitled as such as a matter of night
10 subscribe for or purchase any part of any new or additional issue of stock, or
securities convertible into stock, of any class whatsoever, whether now or
‘hereafier authorized, and whether issued for cash, property, services or otherwise.
After the requirements with respect to preferential dividends on Preferred Stock
(fixed by or pursuant to the provisions of Paragraph C of this Article Fourth), if
any, shall have been met and after the Company shall have complied with all the
requirements, if any, with respect to the setting aside of sums as sinking funds or
redemption -or purchase accounts {fixed by or pursuant to the provisions of
Paragraph C of this Article Fourth) and subject further to any other conditions
which may be fixed by or pursuant to the provisions of Paragraph C of this Article
Fourth, then, but not otherwise, the holders of Common Stock shall be entitied to
receive dividends, if any, as may be declared from time to time by the Board of
Directors.

After distribution in full of the preferential amount (fixed by or pursuant to the
provisions of Paragraph C of this Article Fourth}, if any, to be distributed to the
holders of Preferred Stock in the event of voluntary or involuntary liquidation,
distribution or sale of .assets, dissolution or winding up of the Company, the
holders of the Common Stock shall be entitled to receive all the remaining assets
of the Company, tangible and intangible, of whatever kind available for distribution
to sshareholders, ratably in proportion to the number of shares of Common Stock
held by each.

C. PREFERRED STOCK. Shares of Preferred Stock may be divided into and
issued in such series, on such terms and for such consideration as may from time-to
time be -determined by the Board of Directors of the Company. Each series shall
be so designated as to distinguish the shares thereof from the shares-of :all other
series and classes. All shares of Preferred Stock shall ‘be identical, except as to:
variations between different series in the relative rights and preferences as
permitted or contemplated by the next succeeding sentence. Authority is-hereby:
vested in ‘the Board of Directors of the Company to establish out of ‘shares:of
Preferred ‘Stock which-are -authorized and unissued from time 1o time .one-or more:
series-thereof and'to fix and determine the following relative rights:and preferences.
of shares-of each such-series: '

(1) The-distinctive designation..of, :and -the:number of shares whxchshall L

constitute, the series and the “stated value” or“‘nominal value,” if any;thereof, :
(2) The rate of dividend applicableto:shares:of su‘ch;seri¢§;

(3) The price at and the terms and conditions -on-which:s
series:may be-redeemed, :




{4) The amount payable upon shares of such series in the event of the
involuntary liquidation of the Company;

(5) The amount payable upon shares of such series in the event of the
voluntary liquidation of the Company;

(6) Sinking fund provisions for the redemption or purchase of shares of
such series;

(7) The terms and conditions on which shares of such senes may be
converted, if such shares are issued with the privilege of conversion,

(8) The voting powers, if any, of the holders of shares of the series which
may, without imiting the generality of the foregoing, include (i) the right to one or
less than one vote per share on any or all matters voted upon by the shareholders
and (ii) the right to vote, as a senies by itself or together with other series of
Preferred Stock or together with all series of Preferred Stock as a class, upon such
matters, under such circumstances and upon such conditions as the Board of
Directors may fix, including, without limitation, the right, voting as a series by
itself or together with other series of Preferred Stock or together with all series of
Preferred Stock as a class, to elect one or more directors of this Company in the
event there shall have been a failure to pay dividends on any one or more series of
Preferred Stock or under such other circumstances and upon such conditions as
the Board of Directors may determine; provided, however, that in no event shall a
share of Preferred Stock have more than one vote; and

(9) Any other such rights and preferences as are not inconsistent with the
Kentucky Business Corporation Act.

No holder of any share of any senes of Preferred Stock shall be entitled to vote for
the election of directors or in respect of any other matter except as may be
required by the Kentucky Business Corporation Act, as amended, or as is
permitted by the resolution or resolutions adopted by the Board of Directors
authorizing the issue of such series of Preferred Stock.

D. OTHER PROVISIONS.

(1) The relative powers, preferences, and rights of each series of Preferred
Stock in relation to the powers, preferences and rights of each other series of
Preferred Stock shall, in each case, be as fixed from time to time by the Board of
Directors in the resolution or resolutions adopted pursuant to authority granted.in.
Paragraph C of this Article Fourth, and the consent by class or series vote: or':




otherwise, of the holders of the Preferred Stock or suth of the series of the
Preferred Stock as are from ume 10 time outstanding shall not be required for the
issuance by the Board of Directors of any other series of Preferred Stock whether
the powers, preferences and rights of such other senes shall be fixed by the Board
of Directors as senior 1o, or on a parity with, powers, preferences and rights of
such -outstanding series, or any of them, provided, however, that the Board of
Directors may provide in such resolution or resolutions adopted with respect to
any series of Preferred Stock that the consent of the holders of a majority (or such
greater proportion as shall be therein fixed) of the outstanding shares of such series

voting thereon shall be required for the issuance of any or all other series of
Preferred Stock.

(2) Subject to the provisions of Section 1 of this Paragraph D, shares of
any series of Preferred Stock may be issued from time to time as the Board of
Directors shall determine and on such terms and for such consideration as shall be
fixed by the Board of Directors.

(3) Common Stock may be issued from time to time as the Board of
Directors shall determine and on such terms and for such consideration as shall be
fixed by the Board of Directors.

(4) No holder of any of the shares of any class or series of shares or
securities convertible into such shares of any class or series of shares, or of
options, warrants or other nghts to purchase or acquire shares of any class or
series of shares or of other securities of the Company shall have any preemptive
right to purchase, acquire, subscribe for any unissued shares of any class or series
or any additional shares of any class or series to be issued by reason of any
increase of the authorized capital stock of the Company of any class or series, or
bonds, certificates of indebtedness, debentures or other securities convertible into
or exchangeable for shares of any class or series, or carrying any right to purchase
or -acquire shares of any class or series, but any such unissued shares, additional
authorized issue of shares of any class or series of shares or securities convertible.
into or exchangeable for shares, or carrying any right to purchase or acquire
shares, may be issued :and disposed of pursuant to resolution of the-Board ‘of
Directors to such persons, firms, corporations or associations, and upon such

terms, as may be deemed advisable by the Board of Directors in the exercise-of i 1ts ‘
sole discretion.

(5) The Company reserves the right-to-increase-or decrease-its-authorized
capital:shares, or any class or series thereof or-to reclassify the.sanie an
alter, change or repeal any provxsmn contained in the ‘Articles of Inco:
in any amendment thereto, in the manner-now -or hereafter- prescnbed
subject to such conditions and limitations as -are hereinbefore - p,re_.s'




nights conferred upon shareholders in the Articles of Incorporation of this
Company, or any amendment thereto, are granted subject to this reservation.

FIFTH. The purpose of the Company is the transaction of any or all lawful
business for which corporations may be incorporated under the Kentucky Business
Corporation Act.

SIXTH. The period of the Company’s duration shall be perpetual.
SEVENTH. A. CERTAIN DEFINITIONS. For purposes of this Article Seventh:

(1) “Affiliate,” including the term “affiliated person,” means a person who
directly, or indirectly through one (1) or more intermediaries, controls, or is
controlled by, or is under common control with, a specified person.

(2) “Associate,” when used to indicate a relationship with any person,
means:

(a) Any corporation or organization (other than the Company or a
Subsidiary), of which such person is an officer, director or partner or is, directly or
indirectly, the Beneficial Owner of ten percent (10%) or more of any class of
Equity Secunities;,

(b) Any trust or other estate in which such person has a substantial
beneficial interest or as to which such person serves as trustee or in a similar
fiduciary capacity; and

(c) Any relative or spouse of such person, or any relative of such
spouse, any one (1) of whom has the same home as such person ar is a director -or
officer of the corporation or any of its Affiliates.

(3) “Beneficial Owner,” when used with respect to any Voting Stock,
means 2 person:

(a) Who, individually or with any of its Affiliates or Associates,
beneficially owns Voting Stock, directly orindirectly; or

: {b) Who, individually or with any of its Affiliates or Associates,
has:

1. The right to acquire Voting-Stock; whether:-such
exercisable immediately or only after the passage-of time:and whethe
nght is exercisable only after specified conditions -are met, pursu




agreement, arrangement, or understanding or upon the exercise of conversion
rights, exchange rights, warrants or options, or otherwise;

2. The nght to vote Voting Stock pursuant to any
agreement, arrangement, or understanding; or

3. Any agreement, arrangement, or understanding for the
purpose of acquiring, holding, voting or disposing of Voting Stock with any other
person who beneficially owns, or whose Affiliates or Associates beneficially owns,
directly or indirectly, such shares of Voting Stock.

{4) “Business Combination™ means:

{a) Any merger or consolidation of the Company or any Subsidiary
with any Interested Shareholder, or any other corporation, whether or not itself an
Interested Shareholder, which is, or after the merger or consolidation would be, an
Affiliate of an Interested Shareholder who was an Interested Shareholder pnor to
the transaction;

(b) Any sale, lease, transfer, or other disposition, other than in the
ordinary course of business, in one (1) transaction or a series of transactions in any
twelve-month period, to any Interested Shareholder or any Affiliate of any
Interested Shareholder, other than the Company or any Subsidiary, of any assets of
the Company or any Subsidiary having, measured at the time the transaction or
transactions are approved by the Board of Directors of the Company, an aggregate
book value as of the end of the Company’s most recently ended fisca! quarter of
five percent (5%) or more of the total Market Value of the outstanding stock of

the Company or of its net worth as of the end of its most recently ended fiscal
quarter,

(c) The issuance or transfer by the Company, or any Subsidiary, in
one transaction or a senes of transactions in any twelve-month period, of any
Equity Secunities of the Company or any Subsidiary which have an aggregate
Market Value of five percent (5%) or more of the total Market Value of the
outstanding stock of the Company, determined as of the end of the Company’s
most recently-ended fiscal quarter prior to the first such issuance or transfer; to:any
Interested Shareholder or any Affiliate of any Interested Shareholder, other:than
the Company or any of its Subsidiaries, except pursuant to the exercise of warrants .
or rights to purchase securities offered pro rata 1o all holders of the Company’s-

Voting Stock or any other method affording:substantially proportionate: treatment ;
to the holders of Voting Stock; ‘

(d) The adoption of any plan or proposal: for ‘hﬁ“u@id@ﬁ;




dissolution of the Company in which anything other than cash will be received by
an Interested Shareholder or any Affiliate of any Interested Shareholder; or

(¢) Any reclassification of securities, including any reverse stock
split; or recapitalization of the Company, or any merger or consolidation of the
Company with any of its Subsidiaries; or any other transaction whicia has the
effect, directly or indirectly, in one transaction or a series of transactions, of
increasing by five percent (5%) or more the proportionate amount of the
outstanding shares of any class of Equity Securities of the Company or any
Subsidiary which is directly or indirectly beneficially owned by any Interested
Shareholder or any Affiliate of any Interested Shareholder.

(5) “Common Stock” means any stock of the Company other than
preferred or preference stock of the Company.

(6) “Continuing Director” means any member of the Company’s Board of
Directors who is not an Interested Shareholder or an Affiliate or Associate of an
Interested Shareholder or any of its Affiliates, other than the Company or any of its
Subsidiaries, and who was a director of the Company prior 1o the time the
Interested Shareholder became an Interested Shareholder, and any successor to
such Continuing Director who is not an Interested Shareholder or an Affiliate or
Associate of an Interested Shareholder or any of its Affilictes, other than the
Company or any of its Subsidiaries, and was recommended or elected by a
majority of the Continuing Directors at a meeting at which a quorum consisting of
a majority of the Continuing Directors s present.

(7) “Control,” including the term “controtling,” “controlled by” and “under
common control with,” means the possession, directly or indirectly, of the power
to direct or cause the direction of the management and policies of a person,
whether through the ownership of voting securities, by contract, or otherwise, and
the beneficial ownership of ten percent (10%) or more of the votes entitled to be
cast by a corporation’s Voting Stock creates a presumption of control.

(8) “Equity Security” means:
(a) Any stock or similar security, certificate of interest, or

participation in any profit-sharing agreement, voting trust certificate, or certificate
of deposit for the foregoing;

(b) Any security convertible, with or without consideration, into:an:.

Equity Security, or any warrant or other security carrying any right to subscribe:ta
or purchase an Equity Security; or '




(c) Any put, call, straddle, or other option, right or privilege of
acquiring an Equity Security from or selling an Equity Security 1o another without
being bound to do so.

{9) “Interested Shareholder” means any person, other than the Company
or any of its Subsidianies, who:

(a) Is the Beneficial Owner, directly or indirectly, of ten percent
(10%) or more of the voting power of the outstanding Voting Stock of the
Company, or is an Affiliate of the Company and at any time within the two-year
period immediately prior to the date in guestion was the Beneficial Owner, directly
or indirectly, of ten percent (10%) or more of the voting power of the then
outstanding Voting Stock of the Company.

(b) For the purpose of determining whether a person is an
Interested Shareholder, the number of shares of Voting Stock deemed to be
outstanding shall include shares deemed owned by the person through application
of Subsection (3) of this Paragraph A of Article Seventh but shall not include any
other shares of Voting Stock which may be issuable pursuant 10 any agreement,

arrangement, or understanding, or upon exercise of conversion rights, warrants or
options or otherwise.

(10) *“Market Value™ means:

(2) In the case of stock, the highest closing sale pnce during the
thirty-day period unumediately preceding the date in question of a share of such
stock on the composite tape for New York Stock Exchange listed stocks, or, if
such stock is not quoted on the composite tape, on the New York Stock
Exchange, or if such stock is not listed on such exchange, on the principal United
States securities exchanges registered under the Securities Exchange Act of 1934
on which such stock is listed, or, if such stock is not listed on any such exchange,
the highest closing bid quotation with respect to a share of such stock during the
thirty-day period preceding the date in question on the National Association of
Securities Dealers, Inc., Automated Quotation System or any system then-in use,
or if no such quotations are available, the fair market value on the date in question
of a share of such stock as determined by a majority of the Continuing Directors-at
a meeting of the Board of Directors at which a quorum consisting of at least-a
majority of the Continuing Directors is present; and

(b) In the case of property other than cash or stock, the fair:market. .
value of such property on the date in question as determined ‘by :a:majority. 0
Continuing Directors at a meeting of the Board of Directors at ‘which-a:qu
consisting of at least a majority of the Continuing Directors is present. :
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(11) “Subsidiary” means any corporation of which Voting Stock having a

‘majority of the votes entitled to be cast is owned, directly or indirectly, by the
Company.

(12) “Voting Stock” means shares of capital stock of a corporation
-entitled to vote generally in the election of its directors.

B. MINIMUM SHARE VOTE REQUIREMENTS FOR APPROVAL OF
BUSINESS COMBINATIONS.

(1) In addition to any vote otherwise required by law or these Articles of
Incorporation, a Business Combination shall be recommended by the Board of
Directors of the Company and approved by the affirmative vote of at least:

{a) Eighty percent (80%) of the votes entitled to be cast by
cutstanding shares of Voting Stock of the Company, voting together as a single
voting group, and

(b) Two-thirds of the votes entitied to be cast by holders of Voting
Stack other than Voting Stock benefictally owned by the Interested Shareholder
who is, or whose Affiliate is, a party to the Business Combination or by an Affiliate
or Associate of such Interested Shareholder, voting together as a singie voting
Broup.

(2) Unless a Business Combination is exempted from the operation of this
Paragraph B in accordance with Paragraph C of this Article Seventh, the failure 10
comply with the voting requirements of Subsection (1) of this Paragraph B :shall
render such Business Combination void.

C. EXEMPTIONS FROM MINIMUM SHARE VOTE REQUIREMENTS.
(1) For purposes of Section (2) of‘this Paragraph C
(a) “Announcement Date” means the first .general : pubh

-announcement of the proposal or intention to make a proposal of the B

‘Combiration-or-the first communication generally:to-shareholders of the Compz
whichever is earher

{b) “Determination Date” means the date-on which: anff r
Shareholder first became an Interested Shareholder, -and

(c) “Valuation Date” means:




1. For a Business Combination voted upon by shareholders,
the latter of the day prior 10 the date of the shareholders’ vote or the date twenty
(20) days prior to the consummation of the Business Combination; and

2. For a Business Combination not voted upon by
shareholders, the date of the consummation of the Business Combination.

(2) The vote required by Paragraph B of this Article Seventh does not
apply 1o a Business Combination if each of the following conditions is met:

(2) The aggregate amount of the cash and the Market Value as of
the Valuation Date of consideration other than cash to be received per share by
holders of Common Stock in such Business Combination is at least equal to the
highest of the following: ’

1. The highest per share price (including any brokerage
commissions, transfer taxes and soliciting dealers’ fees) paid by the Interested
Shareholder for any shares of Common Stock of the same class or series acquired
by it:

a. Within the two-year period immediately prior to
the Announcement Date of the proposal of the Business Combination; or

b. In the transaction in which it became an
Interested Shareholder, whichever is higher; or

2. The Market Value per share of Common Stock of the
same class or series on the Announcement Date or on the Determination Date,
whichever 1s higher; or

3. The price per share equal to the Market Value per share
of Common Stock of the same class or senes determined pursuant to clause 2 of
this Subsection (a), multiphed by the fraction of:

a. The highest per share prce, including any
brokerage commissions, transfer taxes and soliciting dealers’ fees, paid by the
Interested Shareholder for any shares of Common Stock of the same-class-or-series
acquired by it within the two-year period immediately prior 10 the Announcement:
Date ever.

-b. The Market Value per share of Common-Stoi K
of the same class or series on the first day in such two-year period ‘on which
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Interested Shareholder acquired any shares of Common Stock.

(b) The aggregate amount of the cash and the Market Value as of
the Valuation Date of consideration other than cash to be received per share by
holders of shares of any class or series of outstanding stock other than Common
Stock is at least equal to the highest of the following, whether or not the Interested

Shareholder has previously acquired any shares of a particular class or series of
stock:

1. The highest per share price, including any brokerage
commissions, transfer taxes and soliciting dealers’ fees, paid by the Interested
Shareholder for any shares of such class of stock acquired by it.

a. Within the two-year period immediately prior 10
the Announcement Date of the proposal of the Business Combination; or

b. In the transaction in which |t became an
Interested Shareholder, whichever is higher; or

2. The highest preferential amount per share to which the
holders of shares of such class of stock are entitled in the event of any voluntary or
involuntary liquidation, dissolution or winding up of the Company; or

3. The Market Value per share of such class of stock on the
Announcement Date or on the Determination Date, whichever is higher; or

4. The price per share equal to the Market Value per share
of such class of stock determined pursuant to clause 3 of this Subsection (b),
multiplied by the fraction of:

a. The highest per share price, including any
brokerage commissions, transfer taxes and soliciting dealers’ fees, paid by the
Interested Shareholder for any shares of any class of Voting Stock acquired by it
within the two-year period immediately prior to the Announcement Date, over

b. The Market Value per share of the same:class-of
Voting Stock on the first day in such two-year period on which the Interested: -
Shareholder acquired any shares of the same class .of Voting Stock.

(¢) In making any price calculation under ‘Section::(2):
Paragraph C, appropniate adjustments shall ‘be made to reflect-any: reclassxﬁca
including any reverse stock split; recapitalization; reorganization;: or “any:
transaction which has the effect of reducing the number of outstanding: shares
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the stock. The consideration 1o be received by holders of any class or series of
outstanding stock is to be in cash or in the same form as the Interested Shareholder
has previously paid for shares of the same class or senies of stock. 1If the Interested
Shareholder has paid for shares of any class of stock with varying forms of
consideration, the form of consideration for such’class of stock shall be either cash
or the form used to acguire the largest number of shares of such class or series of
stock previously acquired by it.

(d) 1. After the Interested Shareholder has become an

Interested Shareholder and prior to the consummation of such Business
Combination.

a. There shall have been no failure to declare and
pay at the regular date therefor any full period dividends, whether or not
cumulative, on any outstanding preferred stock of the Company;

b. There shall have been no reduction in the annual
rate of dividends paid on any class or series of stock of the Company that is not
preferred stock, except as necessary to reflect any subdivision of the stock, and an
increase in such annual rate of dividends as necessary to reflect any reclassification,
including any reverse stock split, recapitalization, reorganization, or any similar
transaction which has the effect of reducing the number of outstanding shares of
the stock;

c. The Interested Shareholder shall not become the
Beneficial Owner of any additional shares of stock of the Company except as part
of the transaction which resulted in such Interested Shareholder becoming an

Interested Shareholder or by virtue of proportionate stock splits or stack
dividends.

2. The provisions of subclauses a and b 01 :'-_.e 1 do not
apply if no Interested Shareholder or an Affiliate or Associate of the Interested
Shareholder voted as a director of the Company in a2 manner inconsistent with such
subclauses and the Interested shareholder, within ten (10) days afier any act or
failure to act inconsistent with such subclauses, notifies the Board of Directors iof
the Company in writing that the Interested Shareholder disapproves thereof and
requests in good faith that the Board of Directors rectify such act or failure 1o.act:

{e) After the Interested Shareholder has ‘become -an- 'Iﬁ'te’r&st‘}”"
Shareholder, the Interested Shareholder may not have received:the-benefit,: du'ecd.
or indirectly, except proportionately as a shareholder, of any loans;: adve
guarantees, pledges or other financial assistance provided by the Company
Subsidiary, whether in anticipation of or in connection with such:Busines
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Combination or otherwise.

(3) (3) The vote required by Paragraph B of this Article Seventh does
not apply to any Business Combination that is approved by a majority of
Continuing Directors at a meeting of the Board of Directors at which a quorum
consisting of at least a majority of the Continuing Directors is present.

(b) Unless by its terms a resclution adopted under the foregoing
subsection (a) of this Section (3) is made irrevocable, it may be altered or repealed
by the Board of Directors, but this shall not affect any Business Combinations that
have been consummated, or are the subject of an existing agreement entered into,
prior to the alteration or repeal.

D. POWERS OF THE BOARD OF DIRECTORS. A majority of the Continuing
Directors of the Company shall have the power and duty to determine, on the basis
of information known to them after reasonable inquiry, all facts necessary to
determine compliance with this Article Seventh, including without limitation, (a)
whether a person is an Interested Shareholder, (b) the number of shares of Voting
Stock beneficially owned by any person, (c) whether a person is an Affiliate or
Associate of another, (d) whether the assets which are the subject of any Business
Combination have, or the consideration to be received for the issuance or transfer
of securities by the Company or any Subsidiary in any Business Combination has,
an aggregate book value or Market Value of five percent (5%) or more of the total
Market Value of the outstanding stock of the Company or of its net worth, and

(e) whether the requirements of Paragraph C of this Article Seventh have been
met.

E.  NO EFFECT ON FIDUCIARY OBLIGATIONS OF INTERESTED
SHAREHOLDERS. Nothing contained in this Article Seventh shall be construed

to relieve any Interested Shareholder from any fiduciary obligation imposed by
aw,

F. AMENDMENT OR REPEAL. Notwithstanding any other prowvisions of this
Article Seventh or of any other Article hereof, or of the By-Laws of the Company
(and notwithstanding the fact that a lesser percentage may be specified from time
10 time by law, this Article Seventh, any other Article hereof, or the By-Laws of
the Company), the provisions of this Article Seventh may not be altered, amended
or repealed in any respect, nor may any provision inconsistent therewith be
adopted, unless such alteration, amendment, repeal or adoption is approved by the:
affirmative vote of the holders of at least: (i) 80% of the combined- voting:power. -
of the then outstanding Voting Stock of the Company, voting together as:a single
class and (i) 66 2/3% of the combined voting power of the then outstan
Voting Stock (which is not beneficially owned by an Interested ‘Shareholc
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voting together as a single class.

EIGHTH. A NUMBER, ELECTION AND TERMS OF DIRECTORS. The
business of the Conipany shall be managed by a Board of Directors, The number
of directors of the Company shall be fixed from time to time by or pursuant to the
By-Laws of the Company. Except as otherwise provided in or fixed by or
pursuant to the provisions of Article Fourth hereof relating to the rights of the
holders of any class or series of stock having a preference over the Common Stock
as to dividends or upon liquidation to elect directors under specified
circumstances, the directors shall be classified, with respect to the time for which
they severally hold office, into three classes, as nearly equal in number as possible,
as shall be provided in the manner specified in the By-Laws of the Company. One
class shall be onginally elected for a term expinng at the annual meeting of
shareholders to be held in 1991, another class shall be originally elected for a term
expinng at the annual meeting of shareholders to be held in 1992, and another
class shall be originally elected for a term expiring at the annual meeting of
shareholders to be held in 1993, with each member. of each class to hold office
until a successor is elected and qualified. At each annual meeting of shareholders
of the Company and except as otherwise provided in or fixed by or pursuant to the
provisions of Article Fourth hereof relating to the rights of the holders of any class
or senies of stock having a preference over the Common Stock as to dividends or
upon liquidation to elect directors under specified circumstances, the successors of
the class of directors whose term expires at that meeting shall be elected to hold
office for a term of three years,

B. SHAREHOLDER NOMINATION OF DIRECTOR CANDIDATES AND
INTRODUCTION OF BUSINESS. Advance notice of shareholder nominations for
the election of directors, and advance notice of business to be brought by
shareholders before an annual meeting of shareholders, shall be given in the
manner provided in the By-Laws of the Company.

C. NEWLY CREATED DIRECTORSHIPS AND VACANCIES. Except as
otherwise required by law and except as otherwise provided in or fixed by or
pursuant to the provisions of Article Fourth hereof relating to the rights of the
holders of any class or series of stock having a preference over the Common Stock
as to dividends or upon liquidation to elect directors under specified
circumstances: (1) newly created directorships resulting from any increase in the
number of directors and any vacancies on the Board of Directors resulting from:
death, resignation, disqualification, removal or other cause shall be filled by ‘the
affirmative vote of a majerity of the remaining directors then:in office, even'though-
less than a quorum of the Board of Directors; (ii) any director elected-in:

accordance with the preceding clause (i) shall hold office for the remainder;'ofatheif,'“7 .

full term of the class of directors in which the new directorship was created-orthe:
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vacancy occurred and unti} such director’s successor shall have been elected and
qualified; and (ui) no decrease in the number of directors constituting the Board of
Directors shall shorien the term of any incumbent director.

D. REMOVAL. Except as otherwise provided in or fixed by or pursuant to the
provisions of Article Fourth hereof relating to the rights of the holders of any class
~or senes of stock having a preference over the Common Stock as to dividends or
upon liquidation to elect directors under specified circumstances, any director may
be removed from office, with or without cause, only by the affirmative vote of the
holders of at least 80% of the combined vcting power of the then outstanding
shares of the Company’s stock entitled to vote generally, voting together as a
single class. Notwithstanding the foregoing provisions of this Paragraph D, if at
any time any shareholders of the Company have cumulative voting rights with
respect to the election of directors and less than the entire Board of Directors is to
be removed, no director may be removed from office if the votes cast against
removal would be sufficient to elect the person as a director if cumulatively voted
at an election of the class of directors of which such person is a part. Whenever in
this Article Eighth or in Article Ninth hereof or in Article Tenth hereof, the phrase,
“the then outstanding shares of the Company’s stock entitled to vote generally” is
used, such phrase shall mean each then outstanding share of any class or series of
the Company’s stock that is entitled to vote generally in the election of the
Company’s directors.

E. AMENDMENT OR REPEAL. Notwithstanding any other provisions of this
Article Eighth or of any other Article hereof or of the By-Laws of the Company
(and notwithstanding the fact that a lesser percentage may be specified from time
to time by law, this Article Eighth, any other Article hereof, or the By-Laws of the
Company), the provisions of this Article Eighth may not be altered, amended or
repealed in any respect, nor may any provision inconsistent therewith be adopted,
unless such aiteration, amendment, repeal or adoption is approved by the
affirmative vote of at least 80% of the combined voting power of the then

outstanding shares of the Company’s stock entitled to vote generally, voting
together as a single class. '

NINTH. Any action required or permitted to be taken by the sharenolders of the
Company at a meeting of such holders may be taken without such a meeting only
by written consent by all of the shareholders entitled to vote on the subject matter
- thereof. Except as otherwise mandated by Kentucky law and except as otherwise
provided in or fixed by or pursuant 10 the provisions of Article Fourth hereof
relating to the rights of the holders of any class or series of stock having:-a
preference over the Common Stock as to dividends -or upon liquidation 1o élect -
directors under specified circumstances, special meetings of shareholders:of the. .
Company may be called only by the Board of Directors pursuantto a resolun _
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approved by a majority of the entire Board of Directors or by the President of the

Company. Notwithstanding any other provisions of this Article Ninth or of any

other Article hereof or of the By-Laws of the Company (and notwithstanding the

fact that a lesser percentage may be specified from time to time by law, this Article

Ninth, any other Article hereof, or the By-Laws of the Company), the provisions

of this Article Ninth may not be altered, amended or repealed in any respect, nor -
may any provision inconsistent therewith be adopted, unless such elteration,

amendment, repeal or adoption is approved by the affirmative vote of the holders

of at least 80% of the combined voting power of the then outstanding shares of the

Company’s stock entitled to vote generally, voting together as a single class.

TENTH. The Board of Directors shall have power to adopt, amend and repeal
the By-Laws of the Company 1o the maximum extent permitted from time to time
by Kentucky law; provided, however, that any By-Laws adopted by the Board of
Directors under the powers conferred hereby may be amended or repealed by the
Board of Directors or by the holders of at least a majority of the combined voting
power of the outstanding shares of the Company’s stock entitled to vote generally,
voting together as a single class, except that, and notwithstanding any other
provisions of this Anticle Tenth or of any other Article hereof or of the By-Laws of
the Company (and notwithstanding the fact that a lesser percentage may be
specified from time to time by law, this Article Tenth, any other Article hereof or
the By-Laws of the Company), no provision of Section 2, Section S or Section 6
of Article 1 of the By-Laws or of Section 1 of Article II of the By-Laws or of
Article VIII of the By-Laws may be altered, amended or repealed in any respect,
nor may any provision inconsistent therewith be adopted, unless such alteration,
amendment, tepeal or adoption is approved by the affirmative vote of the holders
of at least 80% of the combined voting power of the then outstanding shares of the
Company’s stock entitled to vote generally, voting together as a single class.
Notwithstanding any other prowvisions of this Article Tenth or of any other Article
hereof or of the By-Laws of the Company (and notwithstanding the fact that a
lesser percentage may be specified from time to time by law, this Article Tenth,
any other Article hereof, or the By-Laws of the Company), the provisions of this
Article Tenth may not be altered, amended or repealed in any respect, nor may any
provision inconsistent therewith be adopted, unless such alteration, amendment,
repeal or adoption is approved by the affirmative vote of the holders of at least
80% of the combined voting power of the then outstanding shares of the
Company’s stock entitled 1o vote generally, voting together as a single class.

ELEVENTH. A director of the Company shall not be personally liable to the
Company or its shareholders for monetary damages for breach of his duties as a
director, except for liability (i) for any transaction in which the director’s personal
financial interest is in conflict with the financial interests of the Company or its:
shareholders, (i) for acts or omissions not in good faith or which involve
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intentional misconduct or are known to the director to be a violation of law, (iii)
under Kentucky Revised Statutes 271B.8-330, or (iv) for any transaction from
which the director derived any improper personal benefit. 1f the Kentucky
Business ‘Corporation Act as amended after approval by the shareholders of this
Article to authorize corporate action further eliminating or limiting the personal
liability of directors, then the liability of a director of the Company shall be
eliminated or limited to the fullest extent permitted by the Kentucky Business
Corporation Act, as so amended.

Any repeal or modification of the foregoing paragraph by the shareholders of the
Company shall not adversely affect any right or protection of a director of the
Company existing at the time of such repeal or modification.

TWELFTH. A. RIGHT TO INDEMNIFICATION. Each person who wasoris a
directer of the Company and who was or is made a party or is threatened to be
made a party 10 or as otherwise involved (including, without limitation, as a
witness) in any action, suit or proceeding, whether civil, criminal, administrative or
investigative {hereinafter a “proceeding™), by reason of the fact that he or she is or
was a director or officer of the Company or is or was serving at the request of the
Company as a director, officer, partner, trustee, employee or agent of another
corporation or of a partnership, joint venture, trust or other enterprise, including
service with respect 1o an employee benefit plan (hereinafter an “Indemnified
Director”), whether the basis of such proceeding is alleged action in an official
capacity as a director or officer or in any other capacity while serving as a director
or officer, shall be indemnified and held harmless by the Company to the fullest
extent permitted by the Kentucky Business Corporation Act, as the samse exists or
may hereafter be amended (but, in the case of any such amendment, only to the
extent that such amendment permits theé Company to provide broader
indemnification rights than such law permitted the Company to provide prior to
such amendment), against all liability, all reasonable expense and all loss
(including, without limitation, judgments, fines, reasonable attorneys’ fees, ERISA
excise taxes or penalties and amounts paid in settlement) incurred or suffered by
such Indemnified Director in connection therewith and such indemnification shall
continue as to an Indemnified Director who has ceased to be a director and shall
inure to the benefit of the Indemnified Director’s heirs, executors -and
administrators. Each person who was or is an officer of the Company and not a
director of the Company and who was or is made a party or is threatened to..be
made a party to or is otherwise involved (including, without limitation, as a
witness) in any proceeding, by reason of the fact that he or she is or was.an-officer
of the Company -or is or was serving at the request of the Company as a direttor,
officer, partner, trustee, employee or agent of another corporation:-or.:of:a.
partnership, joint venture, trust or other enterprise, including service with:respect

to an employee benefit plan (hereinafter an “Indemnified ‘Officer”), ‘whethel
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basis of such proceeding is alleged action in an official capacity as an officer or in
any other capacity while serving as an officer, shall be indemnified and held
harmless by the Company against all liability, all reasonable expense and all loss
(including, without limitation, judgments, fines, reasonable attorneys’ fees, ERISA
excise taxes or penalties and amounts paid in settlement) incurred or suffered by
such Indemnified Officer to the same extent and under the same conditions that the
Company must indemnify an Indemnified Director pursuant to the immediately
preceding sentence and to such further extent as is not contrary to public policy
and such indemnification shall continue as to an Indemnified Officer who has
ceased 10 be an officer and shall inure to the benefit of the Indemnified Officer’s
heirs, executors and administrators. Notwithstanding the foregoing and except as
provided in Paragraph B of this Article Twelfth with respect to proceedings to
enforce rights to indemnification, the Company shall indemnify any Indemnified
Director or Indemnified Officer in connection with a proceeding (or part thereof)
initiated by such Indemnified Director or Indemnified Officer only if such
proceeding (or part thereof) was authorized by the Board of Directors of the
Company. As hereinafter used in this Article Twelfth, the term “indemnitee”
means any Indemnified Director or Indemnified Officer. Any person who is or was
a director or officer of a subsidiary of the Company shall be deemed to be serving
in such capacity at the request of the Company for purposes of this Article
Twelfth. The nght to indemnification conferred in this Article shall include the
right to be paid by the Company the expenses incurred in defending any such
proceeding in advance of its final disposition (hereinafter an “advancement of
expenses”); provided, however, that, if the Kentucky Business Corporation Act
requires, an advancement of expenses incurred by an indemnitee who at the time of
receiving such advance is a director of the Company shall be made only upon:

(1) delivery to the Company of an undertaking (hereinafier an “undertaking™), by or
on behalf of such indemnitee, to repay all amounts so advanced if it shall ultimately
be determined by final judicial decision from which there is no further right to
appeal (hereinafter, a “final adjudication™) that such indemnitee is not entitled to be
indemnified for such expenses under this Article or otherwise; (ii) delivery to the
Company of a written affirmation of the indemnitee’s good faith belief that he or
she has met the standard of conduct that makes indemnification by the Company
permissible under the Kentucky Business Corporation Act, and (i) a
determination that the facts then known 1o those making the determination would
not preclude indemnification under the Kentucky Business Corporation Act. The

nght to indemnification and advancement of expenses conferred in this Paragraph
A shall be a contract right.

B. RIGHT OF INDEMNITEE TO BRING SUi.'. I~ claim under Paragraph A of:
this Article Twelfth is not paid in full by the Company within sixty days.after. a:
written claim has been received by the Company (except 1.1 the case-of a claim
an advancement of expenses, in which case the applicable period shall ‘be:twenty
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days), the indemnitee may at any time thereafier bning suit against the Company to
recover the unpaid amount of the claim. 1f successful in whole or in part in any
such suit or in 2 suit brought by the Company to recover an advancement of
expenses pursuant 1o the terms of an undertaking, the indemnitee also shall be
entitled to be paid the expense of prosecuting or defending such suit. In (i) any
suit brought by the indemnitee to enforce a right to indemnification hereunder
{other than a suit to enforce 2 right 10 an advancement of expenses brought by an
indemnitee who will not be a director of the Company at the time such advance is
made) it shall be a defense that, and in (ii) any suit by the Company to recover an
advancement of expenses pursuant to the terms of an undertaking the Company
shall be entitled to recover such expenses upon a final adjudication that, the
indemmnitee has not met the standard that makes it permissible hereunder or under
the Kentucky Business Corporation Act (the “applicable standard”) for the
Company to indemnify the indemnitee for the amount claimed. Neither the failure
of the Company (including its Board of Directors, a committee of the Board of
Directors, independent legal counsel or its shareholders) to have made a
determination prior to the commencement of such suit that indemnification of the
indemnitee is proper in the circumstances because the indemnitee has met the
applicable standard, nor an actual determination by the Company (including its
Board of Directors, a2 committee of the Board of Directors, independent legal
counsel or its shareholders) that th~ indemnitee has not met the applicable
standard, shall create a presumption that the indemnitee has not met the applicable
standard or, in the case of such a suit brought by the indemnitee, shall be a defense
to such suit. In any suit brought by the indemnitee to enforce a rght to
indemnification or to an advancement of expenses hereunder, or by the Company
to recover an advancement of expenses pursuant to the terms of an undertaking,
the burden of proving that the indemnitee is not entitled to be indemnified or to
such advancement of expenses under this Article Twelfth or otherwise shall be on
the Company.

C. NON-EXCLUSIVITY OF RIGHTS. The nights to indemnification and to the
advancement of expenses conferred in this Article Twelfth shall not be exclusive of
any other right which any person may have or hereinafier acquire under any
statute, these Restated Articles of Incorporation, any By-Law, any agreement, any
vote of shareholders or disinterested directors or otherwise.

D. INSURANCE. The Company may maintain insurance, at its expense, to
protect itself and any director, officer, employee or agent of the Company .or
another corporation, partnership, joint venture, trust or other enterprise against
any expense, liability or loss, whether or not the Company would have:the power-

to indemnify such person against such expense, liability or loss under the: Kentucky;
Business Corporation Act. ;
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of the Company ranking prior-and superior 10 the
Stock-with respect to dividends, each-holder:of Series. A Preferr
entitled to receive, when, as and if declared by the Board of Dire

E. INDEMNIFICATION OF EMPLOYEES AND AGENTS. The Company may,
to the extent authorized from time to time by the Board of Directors, grant nights
10 indemnification and to the advancement of expenses to any employee or agent

of the Company and to any person senving at the request of the Company as an

agent or employee of another corporation or of a joint venture, trust or other
enterprise to the fullest extent of the provisions of this Article Twelfth with respect
to the indemnification and advancement of expenses of either directors or officers
of the Company.

F. REPEAL OR MODIFICATION. Any repeal or modification of any provision
of this Article Twelfth shall not adversely affect any rights to indemnification and
to advancement of expenses that any person may have at the time of such repeal or

modification with respect to any acts or omissions occuring prior 1o such repeal
or modification.

G. SEVERABILITY. In case any one or more of the provisions of this Article
Twelfth, or any application thereof, shall be invalid, illegal or unenforceable in any
respect, the validity, legality and enforceability of the remaining provisions in this
Article Twelfth, and any other application thereof, shall not in any way be affected
or impaired thereby.

THIRTEENTH. The name and mailing address of the sole incorporator is:

Charles A. Markel 111
LG&E Energy Corp.
220 West Main Street
P.O. Box 32030
Lowsville, KY 40232

FOURTEENTH. SERIES A PREFERRED STOCK.

Designation and Amount. There shall be a series of the Preferred Stock designated
as *Series A Preferred Stock™. The number of shares constituting such series.shall
be 750,000 and such series shall have the preferences, limitations and: relative
rights set forth-below. ‘

Section }. Dividends and Distributions.

{A) Subjeci 10 the possible prior-and-superior tights.of the: holder:
shares.of any other series of Preferred-Stock.or: any.zother shares of preft erred

20




legally available for that purpose: (i) quarterly dividends payable in cash on the
first day of January, April, July, and October in each year (each such date being a
“Quarterly Dividend Payment Date”), commencing -on the first Quarterly Dividend
Payment Date after the first issuance of such share of Series A Preferred Stock, in
an amount per share {rounded to the nearest cent) equal to the greater of (a) $5.00
or {(b) subject to the provision for adjustment hereinafter set forth, 100 times the
aggregate per share amount of all cash dividends declared on shares of the
Common Stock of the Company, without par value (the “Common Stock™), since
the immediately preceding Quarterly Dividend Payment Date, or, with respect to
the first Quarterly Dividend Payment Date, since the first issuance of a share of
Series A Preferred Stock, and (i) subject te the provision for adjustment
hereinafter set forth, quarnterly distributions (payable in kind) on each Quarterly
Dividend Payment Date in an amount per share equal to 100 times the aggregate
per share amount of all non-cash dividends or other distributions {other than a
dividend payable in shares of Common Stock or a subdivision of the outstanding
shares of Common Stock, by reclassification or otherwise) declared on shares of
Common Stock since the immediately preceding Quarterly Dividend Payment
Daie, or with respect to the first Quarterly Dividend Payment Date, since the first
issuance of a share of Series A Preferred Stock. If the Quanterly Dividend
Payment Date is a Saturday, Sunday or legal holiday, then such Quarterly Dividend
Payment Date shall be the first immediately preceding calendar day which is not a
Saturday, Sunday or legal holiday. In the event that the Company shall at any time
after December 5, 1990, (the “Rights Declaration Date™) (i) declare any dividend
on outstanding shares of Common Stock payable in shares of Common Stock (i1)
subdivide outstanding shares of Common Stock, or (iii) combine outstanding
shares of Common Stock into a smaller number of shares, then in each such case,
the amount to which the holder of a share of Series A Preferred Stock was entitled
immediately prior to such event pursuant to the preceding sentence shall be
adjusted by multiplying such amount by a fraction, the numerator of which shall be
the number of shares of Common Stock that are outstanding immediately after
such event, and the denominator of which shall be the number of shares of
Common Stock that were outstanding immediately prior to such event.

(B) The Company shall declare a dividend or distribution on shares of
Series A Preferred Stock as provided in paragraph (A) above immediately after it
declares a dividend or distribution on the shares of Common Stock (other than a
dividend payable in shares of Common Stock); provided, however, that, in the
event no dividend or distribution shall have been declared on the Common Stock
during the period between any Quarterly Dividend Payment Date and the next
subsequent Quarterly Dividend Payment Date, a dividend of $5.00 per share on the
Series A Preferred Stock shall nevertheless be payable on such subsequent
Quarterly Dividend Payment Date.
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(C) Dividends shall begin to accrue and shall be cumulative on each
outstanding share of Series A Preferred Stock from the Quarterly Dividend
Payment Date next preceding the date of issuance of such share of Senes A
Preferred Stock, unless the date of issuance of such share is prior to the record
date for the first Quarterly Dividend Payment Date, in which case, dividends on
such share shall begin to accrue from the date of issuance of such share, or unless
the date of issuance is a Quarterly Dividend Payment Date or is a date after the
record date for the determination of holders of shares of Series A Preferred Stock
entitled to receive a quanterly dividend and before such Quarterly Dividend
Payment Date in either of which events such dividends shall begin to accrue and be
cumulative from such Quarterly Dividend Payment Date. Accrued but unpaid
dividends shall not bear interest. Dividends paid on shares of Series A Preferred
Stock in an amount less than the aggregate amount of all such dividends at the
time accrued and payable on such shares shall be allocated pro rata on a share-by-
share basis among all shares of Series A Preferred Stock at the time outstanding.
The Board of Directors may fix a record date for the determination of holders of
shares of Series A Preferred Stock entitled to receive payment of a dividend or
distribution declared thereon, which record date shall be no more than 60 days
prior to the date fixed for the payment thereof.

(D) Dividends payable on the Series A Preferred Stock for the initial
dividend peniod and for any period less than a full quarterly period, shall be
computed on the basis of a 360-day year of 30-day months.

Section 2. Voting Rights. The holders of shares of Senes A Preferred Stock shall
have the following voting nights:

(A) Each share of Senies A Preferred Stock shall entitle the holder thereof
to one vote on all matters submitted to a vote of the shareholders of the Company

and, to the extent required by law, to cumulative voting in all elections of directors
by shareholders.

(B) Except as otherwise provided herein or by law, the holders of shares
of Series A Preferred Stock and the holders of shares of Common Stock shall vote

together as one class on all matters submitted to a vote of shareholders of
Company.

(C) If at the time of any annual meeting of shareholders for the election of
directors a “default in preference dividends” on the Series A Preferred Stock shall
exist, the holders of the Series A Preferred Stock shall have the right at- such.
meeting, voting together as a single class, to the exclusion of the holders:6f
Common Stock, to elect two (2) directors of the Company. Such:right-shall
continue until there are no dividends in arrears upon the Series A-Preferred:
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Either or both of the two directors to be elected by the holders of the Senes A
Preferred Stock may be to fill a vacancy or vacancies created by an increase by the
Board of Directors in the number of directors constituting the Board of Directors.
Each director elected by the holders of Preferred Stock (a “Preferred Director™)
shall continue 1o serve as such director for the full term for which he -or she shall
have been elected, notwithstanding that prior to the end of such term a default in
preference dividends shall cease to exist. Any Preferred Director may be removed
by, and shall not be removed except by, the vote of the holders of record of the
outstanding Series A Preferred Stock voting together as a single class, at a meeting
of the sharehoiders or of the holders of Preferred Stock called for the purpose. So
long as a default in preference dividends on the Series A Preferred Stock shall
exist, (i) any vacancy in the office of a Preferred Director may be filled (except as
provided in the following clause (1)) by an instrument in wnting signed by the
remaining Preferred Director and filed with the Company and (ii) in the case of the
removal of any Preferred Director, the vacancy may be filled by the vote of the
holders of the outstanding Series A Preferred Stock voting together as a single
class, at the same meeting at which such removal shall be voted. Each director
appointed as aforesaid by the remaining Preferred Director shall be deemed, for all
purposes hereof, to be a Preferred Director. For the purposes hereof, a “default in
preference dividends” on the Preferred Stock shall be deemed to have occurred
whenever the amount of accrued and unpaid dividends upon the Series A Preferred
Stock shall be equivalent to six (6) full quarterly dividends or more, and having so
occurred, such default shall be deemed to exist thereafter until, but only until, all
accrued dividends on all Series A Preferred Stock then outstanding shall have been
paid to the end of the last preceding quarterly dividend period. The provisions of
this paragraph (C) shall govern the election of Directors by holders of Series A
Preferred Stock during any default in preference dividends notwithstanding any
provisions of these Articles of Incorporation to the contrary.

(D) Except as set forth herein, holders of shares of Series A Preferred
Stock shall have no special voting nights and their consent shall not be required
(except to the extent they are entitled to vote with holders of shares of Common
Stock as set forth heretn) for taking any corporate action.

Section 3. Certain Restrictions.

(A) Until all accrued and unpaid dividends and distributions, whether or

not declared, on outstanding shares of Series A Preferred Stock shall have been
paid in full, the Company shall not:

(1) Declare or pay dividends on, make any other distributions. on; -or-

redeem or purchase or otherwise acquire for consideration any shares:-of junior: . -

stoclk
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(1)) Declare or pay dividends on or make any other distributions on
any shares of parity stock, except dividends paid ratably on shares of Senes A
Preferred Stock and shares of all such parity stock on which dividends are payable
OT in arTears in proportion to the total amounts to which the holders of such Senes
A Preferred Stock and all such shares are then entitled,;

(i) Redeem or purchase or otherwise acquire for consideration
shares of any junior stock, provided, however, that the Company may at any time
redeem, purchase or otherwise acquire shares of any such junior stock in exchange
for shares of any other junior stock;

(iv) Purchase or otherwise acquire for consideration any shares of
Series A Preferred Stock or any shares of parity stock, except in accordance with a
purchase offer made in writing or by publication (as determined by the Board of
Directors) to all holders of such shares upon such terms as the Board of Directors,
after consideration of the respective annual dividend rates and other relative rights
and preferences of the respective series and classes, shall determine in good faith
will result in fair and equitable treatment among the respective series or classes.

(B} The Company shall not permit any subsidiary of the Company to
purchase or otherwise acquire for consideration any shares of stock of the
Company unless the Company could, under paragraph (A) of this Section 3,
purchase or otherwise acquire such shares at such time and in such manner.

Section 4. Reacquired Shares. Any shares of Series A Preferred Stock purchased
or otherwise acquired by the Company in any manner whatsoever shall be retired
and canceled promptly after the acquisition thereof. All such shares shall, upon
their cancellation, become authorized but unissued Preferred Stock and may be
reissued as part of a new series of Preferred Stock subject to the conditions and
restrictions on issuance set forth in the Articles of Incorporation of the Company
creating a senies of Preferred Stock or any similar shares or as otherwise required
by law.

Section 5. Liguidation, Dissolution or Winding Up.

(A) Upon any veluntary or involuntary liquidation, dissolution or winding
up of the Company, no distributions shall be made (i) to the holders of shares of
junior stock unless the holders of Series A Preferred Stock shall have received,

subject to adjustment as hereinafter provided in paragraph (B), the greater: of ¢ el her'

(a) $100:00 per share plus an amount equal to accrued and-unpaid:dividen
distributions thereon, whether or not declared, to the date-of such ‘paymien
an amount per share equal 1o 100 times the aggregate per share amoun
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distributed to holders of shares of Common Stock or (ii) to the holders of shares of
parity stock, unless simultaneously therewith distributions are made ratably on
shares of Series A Preferred Stock and all other shares of such parity stock in
proportion to the total amounts to which the holders of shares of Series A
Preferred Stock are entitled under clause (i)(a) of this sentence and to which the
holders of shares of such parity stock are entitled, in each case, upon such
liquidation, dissolution or winding up.

(B) In the event the Company shall at any time after the Rights Declaration
Date (i) declare any dividend on outstanding shares of Common Stock payable in
shares of Common Stock, (ii) subdivide outstanding shares of Common Stock, or
(iii) combine outstanding shares of Common Stock into a smaller number of
shares, then in each such case, the aggregate amount to which holders of Series A
Preferred Stock were entitled immediately prior to such event pursuant to clause
()(b) of paragraph (A) of this Section S shall be adjusted by multiplying such
amount by a fraction, the numerator of which shall be the number of shares of
Common Stock that are outstanding immediately after such event, and the
denominator of which shall be the number of shares of Common Stock that were
outstanding immediately prior to such event.

Section 6. Consolidation, Merger, etc. In case the Company shall enter into any
consolidation, merger, combination or other transaction in which the shares of
Common Stock are exchanged for or converted into other stock or securities, cash
and/or any other property, then in any such case, shares of Series A Preferred
Stock shall at the same time be similarly exchanged for or converted into an
amount per share (subject to the provision for adjustment hereinafier set forth)
equal to the aggregate amount of stock, securities, cash and/or any other property
(payable in kind), as the case may be, into which or for which each share of
Common Stock is converted or exchanged. In the event the Company shall at any
time after the Rights Declaration Date (i) declare any dividend on outstanding
shares of Common Stock payable in shares of Common Stock, (i) subdivide
outstanding shares of Common Stock, or (iii) combine outstanding shares of
Common Stock into 2 smaller number of shares, then in each such case, the
amount set forth in the immediately preceding sentence with respect to the
exchange or conversion of shares of Series A Preferred Stock shall be adjusted by
multiplying such amount by a fraction, the numerator of which shall be the number
of shares of Common Stock that are outstanding immediately after such event, and-

the denominator of which shall be the number of shares of Common Stock that.
were outstanding immediately prior to such event.

Section 7. Redemption. The shares of Series A Preferred Stock shall:not be
redeemable. I

25




~ Section 8. Ranking. The shares of Series A Preferred Stock shall rank junior to all
other series of the Preferred Stock and to any other class of preferred stock that
hereafter may be issued by the Company as to the payment of dividends and the
distribution of assets, unless the terms of any such series or class shall provide
otherwise.

Section 9. Amendment. These Restated Asticles of Incorporation shall not
hereafier be amended, either directly or indirectly, or through merger or
consolidation with another corporation, in any manner that would alter or change
the powers, preferences or special rights of the Series A Preferred Stock so as to
affect them adversely without the affirmative vote of the holders of at least a
majority of the outstanding shares of Series A Preferred Stock, voting separately
as a class.

Section 10. Fractional Shares. The Series A Preferred Stock may be issued in
fractions of a share, which fractions shall entitle the holder, in proportion to such
holder’s fractional shares, to exercise voting rights, receive dividends, participate
in distributions, and to have the benefit of all other rights of holders of Series A
Preferred Stock.

Section 11. Cenain Definitions. As used herein with respect to the Series A
Preferred Stock, the following terms shall have the following meanings:

(A) The term “junior stock” (i) as used in Section 3, shall mean the
Common Stock and any other class or series of capital stock of the Company
hereafter authorized or issued over which the Series A Preferred Stock has
preference or prionty as to the payment of dividends, and (i) as used in Section §,
shall mean the Common Stock and :any other class or series of capital stock of the
Company over which the Series A Preferred Stock has preference or priority in the
distribution of assets on any liquidation, dissolution or winding up of the
Company.

(B) The term “panty stock” (1) as used in Section 3, shall mean any class
or series of stock of the Company hereafter authorized or issued ranking pan passu
with the Series A Preferred Stock as to dividends, and (i) as used in Section $,
shall mean any class or series of stock of the Company ranking pari passu with the
Series A Preferred Stock in the distribution of assets on any liquidation, dissolution:
or winding up.”
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The -undersigned hereby certifies that the Amended and Restated Articles of
Incorporation correctly set forth the corresponding Articles of Incorporation as
amended and that these Amended and Restated - Aticles of Incorporation
'supersede ‘the original Articles of Incorporation and any amendments and
‘corrections thereto.

LG&E Energy Corp.

By:

John R McCall, Executive Vice President,
Secretary and General Counsel




BT

ARTICLES OF SHARE EXCRAMGE - -
oF

LGAE EREPGY £nﬂ?'dﬁmﬁﬁ£%é;ﬁﬁ ;
LOUISVILLE GAS AMD ELECTRIC COMPANY & 32,90 -GAeF

LOUISVILLE GAS AND ELECTRIC COMPANY e
MERE EXCHARGED FOR SHARES OF REAIRING Y

| _ LGAE EMERGY CORP.

Pursuant to the provisions of Section 2718.11-050 of the Xentucky
Revised Statutes, the undersigned torporations adopt the following articles
of share exchange:

1. The plan of share sxchange s set forth as £xhibit A.

2. The plan of share exchange was approved by the shareholders and:

1) the designation, number of outstanding shares, and number of

votas entitled to bc cast by each voting group entitled to
vote separately on the plan as to each corporation were:

Hame of Rumber of Number of Votes
LG&E Energy Corp. Common Stock 10 10
Ltoudsville Gas

and Electric ,
Company (a) Common Stock 21,122,888 21,122,888
(b) Common Stock 22,842,888 22,842,388

and Preferred
Stock (par
value $25 per
share)




-

£11) the - total number of oundisputed votes cast for the plan
separately by each voling group was:

Total Number of
Name of Undisputed Votes Cast

LG&E:Energy Corp. Common Stock 10

Loulsville Gas and
Electric Company {a) Common Stock 15,522,355

{b) Common Stock and 16,866,077
Preferred Stock
{par value $2%5
per share)

and the aumber cast for the plan by eath voting group was
sufficient for approval by that group.

3. The effective time and date of these Articles of Share Exchange and
the share exchange efTectuated hereby is 4:00 p.m., E.D.T., on August 17, 18%0.

Dated: _August 14, 1990 LGAE ENERGY CORP.

CZ -_;?{,1 (..:-t’l; ’1: il L
Charles A. Markel, 111
Vice President, Secrstary and

Treasurer

Dated: _August 14, 1990 LOUISVILLE GAS AND ELECTRIC COMPANY

Christine A. Hansen
Vice President, General Counsel
and Secretary

‘Prepared-by: Middleton & Reutlinger
2500 Brown & ‘W¥11lamson Tower
ii./oa‘i-svi 1le, Kentucky 40202

Charies G. Middleton, 111

By:
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EXHIBIT "A™

AGREEMENT AND PLAN OF EXCHANGE

THIS AGREEMENT ARD PLAN OF EXCHANGE (this “Agreement”)
is between LOUISVILLE GAS AND ELECTRIC COMPANY, a Kentucky
corperation {"LG&E"), the company whose shares will be
scquirted pursuant to the Exchange described herein, and
LGGE ENERGY TORP., s Kentucky corporation (the “Company~).
the acquiring company. LG&E and the Company are herein-

after referred to, collectively, as the “Companies.”

WIIRBRESSETIRHN:

WHEREAS, the authorized capital stock of LG&E consists
of (a) 75,000,000 shares of Common Stock, without par
value ("LG&E Common Stock"), of which more than 21,000,000
shares are issued and outstanding, (b) 6,750,000 shares of
Preferred Stock, without par value but with a maximum ag-
gregate stated value not to exceéd $225,000,000 ("LG&E
Preferred Stock, without par value”), of which 750,000
shares: are issued and outstanding and (c) 1,720,000 shares
ofi§refemred‘5tock, par value $25 per share ("LG&E $25
Preferred Stock”), of which 1,720,000 shares are issued
and -outstanding; ) -

WHEREAS, thz Company is a wholly-owned sﬁbéidiai
LG&E- with author1zed capixal stock: consisting..of |
(a) 75 ‘000,000 shares of Common Stock, without :par val
(%CompanyACommon-Stock"), ofvwhxch-lolshares~arev;ssj

and outstanding and owned of record by LGSE and =




(b) 5,000,000 shares of Preferred Stock, without par
value, of which no shares are issued and outstanding;

WHEREAS, the Boards of Directors of the respective
Companies deem it desirable and in the best interests of
the Companies and their shareholders that the Comyany ac-
quire each share of issued and outstanding LG&E Common
Stock and that such LG&E Common Stock be exchanged for a
share of Company Common Stock with the result that the
Company becomes the owner of all outstanding LG&E Common
Stock, all on the terms and conditions hereinafter set
forth;

WHEREAS, the execution and delivery of this Agreement
by LG&E and the Company and the Exéhange (as hereinafter
defined) and the related transactions have been approved,
t0o the extent required, by orders, authorizations or
approvals, of the Public Service Commission of Kentucky
and the Federal Energy Regulatory Commission under the
Federal Power Act;

‘WHEREAS, the Internal Revenue Service has issued a
ruling-with respect to the federal income tax consequences_
©of ‘the ‘Exchange and related transactions;

‘WHEREAS, LG&E has obtained all necessary regulatoty
-and#other approvals to reduce its share Ownership”quéﬁ :

valley Electric Corporation ("OVEC") to beIONQS%ﬁBE

tobﬁﬂ%outstanding shares of OVEC and -to-merge:Ohio:V:

Transmission: Corporation into LG&E; -and




ARTICLE 1I
At the Effective Time:
(1) subject to the provisions of (4) below, each
share of LG&E Common Stock issued and outstanding im-
mediately prior to the Effective Time shall be

acquired@ by the Company and shall be exchanged for one

share of Cbmpany Common Stock, which shall thereupon

be fully paid and non-assessable;

(2) The Company shall become the owner and
aolder of each issued snd outstanding share of LG&E

Common Stock SO eichanged;

(3) esach share cf Company Common Stock issued

and cutstanding jmmediately prior to the Effective
rime shall be cancelled and shall thereupon constitute

an authorized and unissued share of Company Common

Stock; and
{4) the former owners of LG&E Common Stock shall

be entitled only to receive shares of Company Common
Stock as provided- herein or to their dissenters’
rights under KRS 271B.13-010 through KRS 271B.13-3140.

Shares of LG&E $25 Preferred Stock {other than shares

held by holders who have perfected their dissenters’
rights under KRS 271B.13-010 through KRS 271B.13-310)7and
shares of LG&E preferred Stock, without par valuegshéil

not be exchanged of otherwise affected in connectio

the Exchange. Each share of LG&E Preferred Stock. without




par value issued and outstanding immediately prior to the
Effective Time shall continue to be issued and outstanding
following the Exchange and to be a share of LG&E Preferred
Stock, without par value of the applicable series
designation. Each share of LG&E $25 Preferred Stock
issued and outstanding immediately prior to the Effective
Time (other than shares held by holders who have perfected
their dissenters' rights under KRS 271B.13-010 through KRS
271B.13-310) shall continue to be issued and outstanding
following the Exchange and to be a share of LG&E $25
Preferred Stock of the applicable series designation.
Holders of shares of LG&E $25 Prefzarred Stock who have
perfected their dissenters' rights under KRS 271B.13-010
through KRS 271B.13-310 shall have the rights specified in

such Sections.

ARTICLE III

The consu.mation of the Exchange is subject to the

following conditions precedent:

{1) the satisfaction of the respective obliga-
tions of the parties hereto in accordance with the
terms and conditions herein contained;

(2) the adoption of this’' Agreement by the.requi-
site vote of the holders of the LG&E Commoantockﬁﬁﬁﬁwg*q
LGLE $25 Preferrved Stock and by the requisite vo{é;qf, .
the shareholder of the Company pursuant to the E |
Kentuchy Business Corporation Act (the "Act");
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Companies, by the mutual consent of the Boards of

(3) the execution and filing of the Articles
with the Secretary of State pursuant to the Act;

(4) the approval for listing, upon official
notice of issuance, by the New York Stock Exchange and
‘the Midwest Stock Exchange, of the Company Common
Stock to be issued in accordance with this Agreement;

(5) the consummation of the transactions re-
ferred to in the sixth Whereas clause hereof; and

v {6) the receipt of such orders, authorizations,
approvals or waivers from all jurisdictive regulatory
bodies, boards or agencies, in addition to the orders
or approvals referred to in the fourth Whereas clause
hereof, which are required in connection with the

Exchange and related transactions.

ARTICLE 1V

This Agreement may be amended, modified or
supplemented, or compliaznce with any provision or condi-
tion hereof may be waived, at any time, before or after

the approval by the shareholders of either or both of the

Dizectors of LG&E and the Company; provided, however, that
no such amendment, modification, supplement or waiver

shall be made or effected subsequent to approvalibyytﬁéjv
shareholders of this Agreement, if such amendment,:mSA_w,

cation, supplement or waiver would, in the judgment;qfﬂtheﬁ




Board of Directors of LGA&E materially and'adversely affect
the shareholders of LGAE.

" This Agreement may be terminated and the Exchange and
related transactions abandoned at any‘time prior to the
time the Articles are filed with the Secretary of State,
if thé Board of Directors of the Company determines, in
its sole discrétion, thaf consummation of the Exchange
would be inadvisable or not in the best interests of the

Company or its shareholders.

ARTICLE V
This Agreement shall be submitted to the holders of

LG&E Common Stock and LG&E $25 Preferred Stock and to the
‘shareholder of the Company for approval as provided by the
Acr? The affirmative vote of the holders of a majority of
the outstanding LG&E Common Stock and LG&E $25 Preferred
Btock voting together as one veting group and the affir-
mative vote of the holders of a majority of the LG&E
Common Stock voting as a separate voting group are
required for the adoption of this Agreement. The affir-
mative vote of the holder of a majority of the outstanding
shaxes of the Company Commen Stock is required for the

adoption of this Agreement.
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ARTICLE VI

Following the Effective Time, other than holders of
cettificafes theretofore representing shares of LG&E
Common Stock who perfect their dissenters' rights under
KRS 271B.13-010 through KRS 271B.13-310, each holder of an
outstanding certificate or certificates theretofore
representing shares of LG&E Common Stock may, buﬁ shall

not be reguired to, surrender the stme to the Company for

cancellation and reissuance of a certificate or certifi-
cates in such holder's name or for cancellation and
transfer, and each such holder or transferee will be en-
titled to receive a certificate or certificates
representing the same nﬁmher of shares of the Company
‘Common Stock as the shares of LG&E Common Stock previously
represented by the certificate or certificates
surrendered. Until so surrendered or presented for
transfer, each ocutstanding certificate which, immediately
prior to the Effective Time, represented LG&E Common Stock
{other than certificates held by holders of LG&E Common
Stock who have perfected their dissenters® rights under

KRS 271B.13-010 through KRS 271B.13-310), shall be

deemed and treated for all corporate purposes to represent
the ownership of the same‘number of shares of Companyf_w-.
Common Stock as though such surrender or transfer and%ex;
change had taken place. The holders of LG&E Common Stoékv

at ‘the ‘Effective Time shall have no right to have their




shares of LG&E Common Stock transierred on the stock
transfer books of LG&E, and such stock transfer books
shall be deemed to be closed for this purpose at the

Effective Time.




IN WITNESS WHEREOF, both LG&E and the Company,
pursuant to authorization given by the Boards of
Directors, have caused this Agreement to be executed by
the Presidents and the corporate seals to be affixed hare-
to and attested by the Secretaries as of August 10, 19%0.

LOUISVILLE GAS AND ELECTRIC COMPANRY

By: ENMJJ—

President

ATTEST:

‘Secretary

{SEAL)

LG&E ENERGY CORP.

By: ﬁ?t@iﬁkﬂ&&a-_

President

ATTEST:

g - o
/ﬁ (1;/772141//

v

Secretary

(SEAL)

7599C
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ARTICLES OF AMENDMERT
T0 ﬁj.’:f’»?"‘:’
ARTICLES OF INCORPORATION
oF [
LG&E ENERGY CORP.

iSngﬁ;{)E;
To the Secretery of State of Kentucky:

Pursusnt to the provisions of Chapter 271B of the Kentucky
Revised Statutes, the undersigned corporation hereby amends its
Articles of Incorporetion, and for that purpose, submits the
following statement:

1. The nzme of the corporation is LG&E Energy Corp.

2. On December 5, 1990, the board of directors, acting on
behalf of the corporation duly adopted the following
Anendments of its Articles of Incorporation. A copy
of the text of the Amendments is sttached hereto as
Exhibit A 2nd incorporated by reference herein as the:
text of a nmew Article Fourteenth.

3. If not contazined in the amendment itself, the manner
in which any exchange, reclassification, or cancelia-
tion of issued shares provided for in the Amendment
shall be implemented as follows:

o Kot Applicable

4. The amendment is to be effective upon the filing of
these articles by the Secretary of State.

S. The amendment was CGuly adopted by the bosrd of ‘direc-
tors without shareholder spproval pursuant- y
2731B.10-0290- ‘and 271B.6-020 of the Rentuchky.: Revi
Statutes, and shareholder sction was not required.

Dsted: Decenber 5, 19%0 LG&E ‘ENERG’Y_« CORP.
G p

b T
L{/éﬁfyzl/j LRy
Charles A. Markel;
Vice ‘President - F
and Treasurer

$61
inan




. - There shall be & series of the
Pteferted Stock dezignated &8s "Series A Preferred Stock®. The
number of shsres constituting such series shall be 750,000 anl
such serjezs zhell have the preferences, limitations end rela-
tive rights set forth below.

Section 1. Dividends and Digtributions.

(A} Subject to the possible prior anéd superior rights of
the holders of =2ny shsres of any other series of Preferred
Stock or any cther shares of preferred stock of the Company
ranking prior and superior to the shares of Series A Preferred
Stock with respect to dividends, each holder of Series A
Preferred Stock shall be entitled to receive, when, 25 and if
declazred by the Board of Directors out of funds legally avail-
sble for that purpose: (i) quarterly dividends payable in cash
on the first day of January, April, July, &nd October in each
vyear (each such date being a “Quarterly Dividend Payment
Date®), commencing on the first Quarterly Dividend Payment Date
after the first issuance of such share of Series A Preferred
Stock, in zn samount per share (rounded to the nearsst cent)
equal to the greazter of (a) $£5.00 or (b) subject to the provi-
sion for edjustment hereinzfter set forth, 100 times the aggre- -
gate per share amount of all cash dividends declared on shares
of the Common Stock of the Company, without par value ({the
“Comenon  Stock™}, since the immediately preceding Quarierly
Dividend Payment Date, or, with respect to the first Quarcerly
Dividend Payment Date, since the first issuance of a share of
Series A Preferred Stock, and@ {ii} subject to the provisiorn for
adjustment hereinafter set forth, gquarterly adistributions
{payable ir kind) on each Quarterly Dividend Payment Date in an
amount per share egusl to 100 times the aggregate per share
amount of all non-cash dividends or other gdistridbutions (other
than a dividend paysble in shares of Common Stock or @
subdivision of the cutsteanding shares of Common Stock, by re-
classification or otherwise) declared on shares of Common Stock
gince the irmmediately preceding Quarterly Dividend Payrnent
Dste, or with respect to the first Quarterly Dividend Payment
Date, since the first issuance of & share of Series A Freferred
Stock. 1If the Qusrterly Dividend Payment Date iz a Saturday,
Bundsy or ieg2l holiday, then such Quarterly Dividend Payment
Date shall be the first immediately preceding cslendar day
which is not a Saturday, Sunday or legal holiday. 1In the event
that the Company shall at any time after December S, 1990, (the
"Rights Declaration Dste®) (i) declare any dividend on out-
stending shares of Common Stock payable in shazres of Common

Stock, {ii} subdivide outstanding shsres of Conweor Stock, or -

(iii) cembire outstanding shares of Common Stock into a smsller
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number of zhares, then in each such case, the amount to wkich
the holder of 2 share of Series A Preferred Stock was entitled
immediately prior tc such event pursuant to the precefing sen-
tence sh&ll be adjusted by mnmultiplying such esmount by a
fraction, the numerator of which shzil be the number of shares
of Common Stock that are outstanding immediately after such
event, 2and the dencminator of which shall be the number of
cshares of Common Stock that were outstanding immediately prior
te such event. ‘

{B) The Company shall declare 2 dividend or distribution
on shares of Series A Preferred Stock as provided in paragraph
(A) above immediately after it declares & dividend or distribu-
tion on the shares of Common Stock {other than a dividend
payable in shares of Common Stock); provided, however, that, in
the event no dividend or dQistritution shall have been declared
on the Common Stock during the period between any Quarterly
Dividend Payment Date 2&nd the next subsequent Quarterly
pividend Payment Date, a dividend of $§5.00 per share on the
Series A Preferred Stock shall nevertheless be payable on such
subsegquent Quarterly Dividend Payment Date.

{C) Dividends shall begin to accrue and shall be cumula-
tive on each outstanding share of Series A Preferred Stock from
the Quarterly Dividend Payment Uate next preceding the date of
issvance of such share of Series A Preferred Stock, unless the
date of issuance of such share is prior to the record date for
the first Quarterly Dividend Payment Date, in which case, divi-
dends on such share shall begin to accrue from the date of
issuance of such share, or unless the date of issuance is =a
Quarterly Dividend Payment Date or is a date sfter the record
date for the determinaticon of helders of shares of Series A
Preferred Stock entitled to receive a quarterly dividend and
before such Quarterly Dividend Payment Date, in either of which
events such dividends shall begin to accrue and be cumulative
from such Quarterly Dividend Payment Date. Accrued but unpaigd
dividends shzll not bear interest. Dividends paid on shares of
Series A Preferred Stock in 2n amount less than the aggregate
amount of all such dividends zt the time accrued and payable on
such shares shall be ellocated pro rate on a share-by-share
basis among 211 shares of Series A Preferred Stock at the time
outstending. The Board of Directors mesy fix a record date for
the determination of holders of shares of Series A Preferred
Stock entitled to receive payment of a dividend or distribution
declare@ thereon, which record date shall be no more than 60
ésys prior to the date fized for the payment thereof.

(b} Dividends payable on the Series A Preferred Stock for
the initial dividend period and for any period less than a ‘full
quarterly period, shall be computed on the basis of a 366-day‘
year of 30-day months.




Eection 2. Yoting Rights. The holders of shares of
Series A Preferred Stock shell have the following voting rights:

{A} Each share of Series A Preferred Stock shall entitle
the holder thereof to one vote on all matters submitted to a
vote of the stockholders of the Compaany and, to the extent
required Dy law, to cumulative voting in &l electicnz of 4di-
rectors by stockholders.

{B) Except 2s otherwise provided herein or by law, the
holders cf shares of Series A Preferred Stock and the holders
of shares of Common Stock shall vote together sz one class on
2ll matters submitted to a vote of stockholders of Company.

{C) 1f at the time of any annual meeting of stockholders
for the election of directors a "default in preference d&ivi-
dends® on the Series x Preferred Stock shzll exist, the holders
of the Series A Preferred Stock shall have the right at such
meeting, voting together 2s a single class, tc the exclusion of
the holders of Common Stock, to elect two {2) directors of ths
Company. Such right shall continue until there sre no divi-
dends in arrears upon . the Series A ®referred Steock. Either or
both o0f the two directors to be elected by the holders of the
Series A Preferred Stock may be to fill a vacancy or vacancies
created by an increase by the Buard of Directers in the number
of directors constituting the Board of Directors. Each direc-
tor elected by the holders of Preferred Stock (a "Preferred
Director*) shall continue to serve as such director for the
fuli term for which he or she shall have been elected, notwithe
standing that prior to the end of such term a default in pref-
erence dividends shall cease to exist. Any Preferred Director
may be removed by, and shall not be removed except by, the vote
of the holders of record of the outstanding Series & Preferred
Stock voting together as & single class, at a2 meeting of the
stockholders cr of the holders of Preferred Stock czlled for
the purpose. 8o long as & default in preference dividends on
the Series A Preferred Stock shall exist, (i) sny vacancy in
the office of s Preferred Director may be filled (except es
provided im the following clause {(ii)) by an instrument in
writing signed by the remaining Preferred Director and filed
with the Company and (ii) in the case of the removal of any
Preferred Director, the vacancy mey be filled by the wvote of
the holders of the outstanding Series A Preferred Stock voting
together as & single class, at the same meeting at which such
removal shall be voted. Each director appointed as aforeszid
by the remaining Preferred Director shall be deemed, for all
purposes hereof, to be a Preferred Director. For the mzrpoxe
herecf, a “default in preference dividends® on the Prefer:
Stock shall be deemed to have occurred whenever the amount
accrued and unpaidé dividends upon the Series A Preferred: Sto
shall be egquivalent to siz (6) £full gquarterly dividends
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more, and having so occurred, such default shall be desmed to
exist thereafter until, but only until, all accrued dividends
on all 3Series A Preferred Stock then outstanding shall have
been psid to the end of the last preceding quarterly dividend
period. The provisions of this paragraph (C) shall govern the
election of Directors by holders of Series A Preferred Stock
during any default in preference dividends notwithstanding any
provisions of these Articles of Incorporetion te the contrary.

(D} Except as set forth herein, holders of shares of
Series A Preferred Stock shall have no special voting rtights
znd their consent shall not be required (except to the extent
they are entitled *o vote with holders of shares of Cosmon
Stock &s set forth i.erein) for taking any corporzte action.

Section 3. Certain Restrictions.

{A) Until all z2ccrued a2nd unpaid dividends and distribo-
tions, whether or not declared, on outstanding shares of Series
A Preferred Stock shall have been paid in full, the Company
shall not:

{1) declare or pay d°widends on, make any other dis-
tributions on, or redeem or purchase or otherwise acquire for
consideration any shares of junior stock;

{ii) declare or pay dividends on or make any other
distributions on any shares cf parity stock, excep: dividends
paid ratably on shares of Series A Preferred Stock and shares
of all such parity stock on which dividends are pavable or in
arrears in proportion to the total amounts to which the holders
of such Series A Preferred Stock and all such shares are then
entitled;

{31%) redeem oOr purchase or otherwise acquire for con—f
sideration shares of any junior stock, provided, however, thst
the: Company may at any time redeenm, purchase or otherwise
quire shares cf any such junior stock in exchange for shares:o
any other junior stock;

{iv) purchase or otherwise acquire for consideration
any shares of Series A Preferred Stock or any shares of par
stock, except in accordance with a purchase offet.madew’ni
ing ‘or by publication {&s determined by the Board:- ef e
to -&ll -holders of such shares upon such terms .as. th
Directnrs, after consideration of the tespect1ve
dend rates and other relative rights and prefe
respective series and classes, shall determ1ne
will -result in fair and eguitable treatment:
tive series or classes.




{B) The Company shall not permit any subsidiary of the
Company to purchase or otherwise acquire for considerstion any
shares of stock of the Company unless the Company could, under
peragraph (A) of this Section 3, purchese or otherwise acquire
such shares 2t such time znd in such manner.

Section 4. i ' + Any shares of Series A
Preferred Stock purchased or octherwise acquired by the Company
in any manner whatscever shall be retired and cancelled
promptiy after the acquisition thereof. All such shares shall
upon  their cancellation become authorized but unissued
Preferred Stock and may be reissued as part of a3 new series of
Preferred Stock Subject to the conditions and restrictions on
issuance set forth in the Articles of Incorporation of the
Company creating a series of Preferred Stock or any similar
shares or as otherwise required by law.

Section 3. Mm_mmuwm

(A) Upon any voluntary or involuntary iiquidation, disso-
lution or winding up of the Company, no distributions shall be
made (i) to the holders of shares of junior stock unless the
hoiders of Series A Preferred Stock shall have received,
subject to adjustment as hereinafter provided in paragraph (B),
the greater of either {(a) $100.00 per share plus an amount

Stock or (ii) to the holders of shares of parity stock, unless
simultaneously therewith distributions are made ratably on
shares of Series & Preferred Stock and all other shares of such

holders of shares of Series A Preferred Stock are entitled:
under clause (i)(a) of this sentence and to which the holders
0f shares of such parity stock are entitled, in each case, upon
such ligquidatiorn, dissclution or winding up.

(B) 1In the event the Company shall at any time:aftex-ﬁhga.
Rights Declaration Date {1) declare any dividend on outstanding .
'sheres of Common Stock pzyable in shares of Common Stock, (i1}
subdivide outstanding shares of Common Stock, or (1ii) .combi
outstanding shares of Common Stock into 4 smailer 'n L
shares, then in each such case, the -aggregat
holders of Series a Preferred st

by a fraction, the numerator of
shares of Common Stock that are [N rned ,
such event, and the denominator of which shall be ‘the: nu
shares of Common Stock that were outstanding i <

to such event.

mmediate:
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Section 6. : ‘ tc. In cease the
Company shall enter into any consolidation, merger, combinstion
or cther transaction in which the shsres of Common Stock ire
exchanged for or converted into other stock or securities, cagh
and/or any other property, then in any such case, shares of
Series A Preferred Stock shzll at the same time be similarly
exchanged for o: converted into an amount per share (subject to
the provision for adjustment hereinafter set forth) equal to
the aggregate amount of stock, securities, cash and/or any
other property {(payable in kind), as the case msy be, into
which or for which each share of Common Stock is converted or
exchanged. Iz the event the Company shall at any time afcer
the Rights Declaration Date (i} declsre any dividend on out~
standing shares of Common Stock paysble in shares of Conmon
Stock, (ii) subdivide cutstanding shares of Common Stock, or
{iii) combine outstanding shares of Common Stock into 2 smaller
number of shares, then in each such case, the cmount set forth
in the imnediately preceding sentence with respect to the ex-
change or coanversion of shares of Series A Preferred Stock
shall be adjusted by multiplying such amount by a fraction, the
numerator of which shall be the number of shares of Common
Steck that are outstanding immediately after such event, and
the denominator of which shail be the number of shares of

Common Stock thzt were cutscanding immediately prior to such
event.

Section 7. Redemption. The shares of Series A
Preferred Stock shall not be redeemable.

Section 8. Ranking. The shares of Series A Preferred .
Stock shall rank junior to all other series of the Preferred
Stock and to any other class of preferred stock *hat hereafter
may be issued by the Company as to the payment of dividends -a
the distribution of assets, unless the terms of any such serie
or class shall provide otherwise, '

Section 9. amendment. These Articles 0
Incorporation shall not hereafter be amended, either direct]
or indirectly, or through merger or consolidation with anot
corporation, in any manner that wouid alter or change ‘the
powers, preferences or special rights of the Series A Preferred
Stock 30 8s to affect them adversely without the affirmative
vote of the holders of at least a ‘majority of the outstan
shares of Series A Preferred Stock, voting separately :.as
class, ‘ ‘

-Section 10, racti ; - The Series.
Stock may be issued in fractions of a share, ‘wh
shall entitle the holder, in proportion to- -suc
fractionsl shares, to exercise veting rights, iece
dends, participate in distributions, anad to “have ‘the:
a1l other rights of holders of Series A Preferred Stock.




As used herein v‘l_;th’}

- “Section. 11.

-Tespect to ‘the Series A Preferred Stock, the following terms

:shall ‘have the following meanings:

(A} The term “junior stock" {i} as wused in Section 3.,
8hall .mean ‘the Common Stock and any other class or series of
capital stock of the Company hereafter authorized or issued
over ‘which ‘the Series A Preferred Stock hes preferance or Pri-
-ority as to the payrnent of dividends, ang {i1) as used in
‘Section 5, shall mean the Common Stock and any other class or
series of capital stock of the Company over which the Series A
‘Preferred Stock has preference or priority in the distribution
of “assets on any liguidation, dissolution or winding up of the
Company.

{8) The term “parity stock® (i) as used in Section 3,
'sha2ll mean any class or series of stock of the Company here-
after authorized or issued ranking pari passy with the Series A
Preferred Stock as to dividends, anc (ii) as used in Section 5,
shall mean any class or series of stock of the Company ranking
pari passu with the Series A Preferred Stock in the distribu-
tion of assets on any ligquidation, dissolution or winding up,
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CERTIFICATE

Pursuant to the provisions of KRS 271B.10-070, Louisville Gas and Electric Company. a
Kentucky corporation (the “Company™). files herewith Articles of Amendment and R&cxated
Articles of Incorporation and hereby certifies that:

FIRST: The name of the Company is Louisville Gas and Electric
Cumpany.

SECOND: The Articles of Amendment and Restated Articles of
Incorporation (the “Restatement”™) filed herewith contains
no amendments to the Company s Articles of Incorporation
which require sharcholder approval.

THIRD:  Anicles First through Fourteenth of the Company’s
Articles of Incorporation are restated in their entirety as set
forth in the Restatement filed herewith. a copy of which is
attached hereto.

FOURTH: The Restatement of the Company's Antcles of

Incorporation was adopicd by the Company's Board of
Directors as of September 4. 1996.

Dated: September 4. 1996.

LOUISVILLE GAS AND ELECTRIC COMPANY

ﬂm

John R. McCall
Title: Executive Vice President. General Counsel
and Corporate Secretary
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ARTICLES OF AMENDMENT AND
RESTATED ARTICLES OF INCORPORATION
OF
LOUISVILLE GAS AND ELECTRIC COMPANY

Pursuant to the provisions of KRS 271B.10-030 and KRS 271B.10-060, Louisville Gas
and Electric Company. a Kentucky corporation (the “Company ). hereby adopts the following
Articles of Amendment to its Amended and Restated Articles of incorporation, as amended. and
restates its Articles of Incorporation. as amended:

FIRST:

SECOND:

THIRD:

FOURTH:

FiFTH:

Dated:

O NOARD CoRP IR TN AMD

The name of the Company is Louisville Gas and Electric Company.

These Articles of Amendment and Restated Articies of Incorporation (the
“Restatement” |} do not contain any amendments to the Company’s
Amended and Restated Anicles of Incorporation as amended. requiring
sharcholder approval and were adopted by the Company’'s Board of
Directors on September 4. 1996.

The amendments contained in the Restatement do not provide for an
exchange. reclassification or cancellation of issued shares of stock of the
Company.

The Restatement together with the amendments contained therein,
supersede the original Amended and Restated Articles of Incorporation. as
amended.

The Restatement. comtaining the amendments adopted, shall read in its
entirety as set forth on Exhibit A attached hereto.

September 4. 1996

LOUISVILLE GAS AND ELECTRIC
COMPANY

John R. McCall
Title: Executive Vice President, General Counsel
and Corporate Sccretary




ARTICLES OF AMENDMENT AND
RESTATED ARTICLES OF INCORPORATION
OF

LOUISVILLE GAS AND ELECTRIC COMPANY

“FIRST. The corporate name ts
LOUESVILLE GAS AND ELECTRIC COMPANY.

SECOND. The mailing address of the principal office of Louisville Gas and Electric
Company (herein, the “Company”™) is 220 West Main Street, P. O. Box 32010, Louisville,
Jefferson County, Kentucky 40232.

THIRD. The address of the registered office of the Company is 220 West Main
Street, P. O. Box 32010, Louisville, Kentucky, 40232, and the pame of the Company’s registered
sgent at that office is Jchn R McCall.

FOURTE. The purpose of the Company is the transaction of any or all lawful business
for which corporations may be incorporated under the Business Corporation Law of Kentucky, as
amended.

FIFTH. The Capital stock of the Company shall be divided into (a) cne million, seven
hundred twenty thousand (1,720,000) shares of Preferred Stock of the par value of $25 each, (b)
six million, seven hundred fifty thousand (6,750,000) shares of Preferred Stock (without par
value) (the aggregate stated valee thereof not to exceed $225,000,000), and (c) seventy-five
million (75,000,000) shares of Common Stock without par value. The Preferred Stock and

Preferred Stock (without par value) shall be issued in series having the preferences, rights, -

qualifications and restrictions hereinafter provided for.

PREFERRED STOCK AND PREFERRED STOCK (WITHOUT PAR VALUE)

(1)  In addition to the series of Cumulative Preferred Stock, described in paragraphs
{10) through (13) hereof, the Board of Directors is hereby authorized, subject to and in
accordance with the provisions of paragraphs (1) through (9), inclusive, to cai:se Preferred Stock
(without par value) to be issued in series, each such series to have such variations in respect
thereof as may be determined by the Board of Directors prior to the issuance thereof.

The shares of the Preferred Stock of different series may vary as to:

(a)  The distinctive serial designations and number of shares of such senies;




(b)  The rate of dividends (within such limits as shall be permitted by law not
exceeding 8% per annum) payable on the shares of the particular series:

(c)  The prices (not less than the amount limited by law) and terms upon which
the shares of the particular series may be redeemed: and

(d)  The amount or amounts which shall be paid to the holders of the shares of

particular series in case of voluniary or involuntary dissolution or any distribution of
assets.

The shares of the Preferred Stock (without par value) of different series may vary as to:
(a)  The distinctive serial designations and number of shares of such series:
{b) The stated value thereof-
(c)  The rate or rates of dividends (within such limits as shall be permitted by
law) payable on the shares of the particular series. which may be expressed in terms of a

formula or other method by which such rate or rates shall be calculated from time 1o time,
and the dividend periods. including the date or dates on which dividends are payable;

(d)  The prices (not less than the amount limited by law) and terms (including
sinking fund provisions) upon which the shares of the particular series may be redeemed;
and ‘

{e)  The arnount or amounts which shall be paid to the holders of the shares of
the particular series in case of voluntary or involuntary dissolution or any distribution of
assets.

The shares of all series of Preferred Stock and Preferred Stock (without par value) shall in
ajl other respects be identical, except that the Preferred Stock (without par value) shall
not have the voting rights of the Preferred Stock provided by paragraph 9(A) hereof.

(2) The holders of each series of the Preferred Stock and the Preferred Stock (without
par value) at the time outstanding shall be entitled. pari passu, with the holders of every other
scries of the Preferred Stock and the Preferred Stock (without par value), to receive, but only
when and as declared by the Board of Directors. out of funds iegally available for the payment of
dividends, cumulative preferential dividends. at the dividend rate or rates for the particular series
fixed therefor as herein provided. payable on such dates or for such period or periods as may be
specified by the Board of Directors at the time of establishment of such series, to shareholders of
record on the respective dates, not exceeding thirty (30) days preceding such dividend payment
dates. fixed for the purpose by the Board of Directors. No dividends shall be declared on any
series of the Preferred Stock or the Preferred Stock (without par value) in respect of any dividend
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peniod unless there shall hkewise he declared on all shares of all other <erics of the Preferred
Stock and the Preterred Stock (without par value) at the time outstanding. like proporuonate
dividends. ratably. in proportion 1o the respectnie dividend rates fined therefor. in respect of the
same dividend period. (0 the extent that such shares are entitled 10 recene dividends for such
dinidend peniod.  The dividends on shares of all senes of the Preferred Stock and the Preferred
Stock (without par value) shali be cumulauve. In the case of all shares of cach particular senes.
the dividends on shares of such series shall be cumulative trom the date of issue thereof unless
the Board of Directors at the time of establishing such series specifies that such dividends shall
he cumulative from the first day of the curremt dividend period in which shares of such series
shall have been issued. so that unless dividends on all outstanding shares of cach senies of the
Prererred Stock and the Preferred Stock (withow par valuc). at the wividend rate or rates and
tfrom the dates tor accumulation thereof fixed as herein provided shall have been paid for all past
dividend peniods. but without interest on cumulanve dividends. no dividends shall be paid or
declared and no vther distribution shall be made on the Commwon Stack and no Common Siock
shall be purchased or otherwise acquired for value. The holders of the Preferred Stock and the
Preferred Stock (without par value) of any senes shall not be entitled to receive any dividends
thereon other than the dividends referred to in this paragraph (2).

(3)y  The Company. by action of its Board of Dircclors. may redeem the whole or any
part of any series of the Preterred Stock or the Preferred Stock (without par value). at any time or
from time 1o time. by paying in cash the redemption price of the shares of the particular senies.
fixed therefor as herein provided. together with a sum in the case of cach share of each series so
to be redeemed. computed at the dividend rate or rates for the series of which the panticular share
is a part. from the date from which dividends on such share became cumulative to the date fixed
for such redemption, less the aggregate of the dividends theretofore or on such redemption date
paid thereon. Notice of every such redemption shall be given (i) at such time. in such form and
in such manner as may have been determined and fixed for each scries of Preferred Stock and
Preferred Stock (without par value) at the time of establishment of such senies or (it) if such
matters shall not have heen so fixed by the Board of Directors. by publication at least once in one
daily newspaper printed in the English language and of general circulation in Lowsville.
Kentucky. the first publication in such newspaper to be at least thirty (30) days prior to the date
fixed for such redemption. and ai least thirty (30) days’ previous notice of every such redemption
shall alsc be mailed to the holders of record of the shares of the Preferred Stock or the Preferred
Stock (without par value) so to be redeemed. at their respective addresses as the same shall
appear on the books of the Company: but no failure to mail such notice nor any defect therein or
in the mailing thereof shall affect the validity of the proceedings for the redemption of any shares
of the Preferred Stock or the Preferred Stock (without par value) so to be redeemed. In case of
redemption of part only of any senes of the Preferred Stock or the Preferred Stock (without par
value) at the time outstanding. the Board of Directors shall fix and determine the stock to be so
redecemed cither by lot or by redemption pro rata or by designation of particular shares for
redemption or in any other manner the Board of Directors may see fit. The Board of Directors
shall have full power and authority. subject to the limitations and provisions herein contained. to
prescribe the manner in which, and the terms and conditions upon which. the shares of the
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Preterred Stock or the Preferred Stock (without par value) shall be redeemed from time to time.
If such notice of redemption shall have been duly given and if on or before the redemption date
specified in such notice all funds necessary for such redemption shall have been set aside by the
Company, separate and apart from its other funds. in trust for the account of the holders of the
shares to be redeemed. so as to be and continue to be available therefor, then, notwithstanding
that any certificate for such shares so called for redemption shall not have been surrendered for
cancellation, from and after the date fixed for redemption. the shares represented thereby shali no
longer be deemed outstanding, the right to receive dividends thereon shali cease to accrue and all
rights with respect to such shares so called for redemption shall forthwith on such redemption
date cease and terminate, except only the right of the holders thereof to receive out of the funds
so set aside in trust, the amount payable upon redemption thereof. without interest; provided,
however, that the Company may. after giving notice of any such redemption as hereinbefore
provided or after giving to the bank or trust company hereinafier referred to irrevocable
authorization to give such notice. and at any time prior to the redemption date specified in such
notice. deposit in trust, for the account of the holders of the shares to be redeemed. so as to be
and continue to be available thercfor. funds necessary for such redemption with a bank or trust
company in good standing, organized under the laws of the United States of America or of the
Commonwealth of Kentucky or of the State of New York doing business in the City of
Louisville, or in the Borough of Manhattan. the City of New York. and having capital, surplus
and undivided profits aggregating at least $1.000.000. designated in such notice of redemption,
and. upon such deposit in trust. all shares with respect to which such deposit shall have been
made shall no longer be deemed to be outstanding. and all rights with respect to such shares shall
forthwith cease and terminate. except only the right of the holders thereof to receive at any time
from and after the date of such deposit. the amount payable upon the redemption thereof, without
interest.

(4)  Before any amount shall be paid to. or any assets distributed among, the holders
of the Common Stock or any other stock ranking junior to the Preferred Stock and the Preferred
Stock {without par value) of each series. upon any liquidation. dissolution or winding up of the
Company. and after paying or providing for the payment of all creditors of the Company. the
holders of each series of the Preferred Stock and the Preferred Stock (without par value) at the
time outstanding shall he entitled. pari passu. with the holders of every other series of the
Preferred Stock and the Preferred Stock (without par value), to be paid in cash the amount for the
particular series fixed therefor as herein provided. together with a sum in the case of each share
of each series. computed at the dividend rate or rates for the series of which the particular share is
a part. from the date from which dividends on such share became cumulative to the date fixed for
the payment of such distnbutive amount, less the aggregate of the dividends theretofore or on
such date paid thereon; but no pavments on account of such distributive amounts shall be made
to the holders of any series of the Preferved Stock or the Preferred Stock (without par value)
unless there shall likewise be paid at the same time 1o the holders of each other series of the
Preferred Stock and the Preferred Stock (without par value) at the time outstanding. like
proportionate distributive amounts, ratably. in proportion to the full distributive amounts to
which they are respectively enuitled as herein provided. The holders of the Preferred Stock and
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the Preferred Stock (without par value) of any senies shall not be cntitled to receive any amounts
with respect thercto upon any liquidation. dissolution or winding up of the Company other than
a~ provided in this paragraph.  Neither the consolidation or merger of the Company with any
other corporation or corporations. nor the sale or transfer by the Company of all or any part of its
assets, shall be deemed to he a liguidation. dissolution or winding up of the Company.

(S5} Whenever the fuil dividends on all series of the Preferred Stock nd the Preferred
Stock (without par value; at the ume outstanding for all past dividend periods shall have been
paid or declared and set apant for payment. then such dividends as may be determined by the
Board of Directors may be declared and paid on the Common Stack or any other stock ranking
yunior to the Preferred Stock and the Preferved Stock (withowt par valur) of cach series. but only
out of funds legally available for the payment of dividends: provided. however, that no dividend
shall be declared or paid and no other distnbutions shall be made on the Common Stock or on
any such other stock and no shares of the Common Stock or of any such other stock shall be
purchased or otherwise acquired tor valie owt of capital surplus ansing from a reduction in
capital.

t6)  In the cvent of any hqwidation. dissolution or winding up of the Company. all
assets and funds of the Company remaining after paving or providing for the payment of ali
creditors of the Company and after paving or providing for the pavment to the holders of al)
series of the Preferred Stock and the Preferred Stock (without par value) of the full distributive
amounts 1o which they are respectively entitled as herein provided. shall be divided among and
paid to the holders of the Common Stock or any other stock ranking junior to the Preferred Stock
and the Preferred Stock (without par value) of cach series, according to their respective nights
and interests.

(N (A)  So long as any shares of the Preferred Stock or the Preferred Stock
(without par value) of any series are cutstanding. the Company shall not. without the affirmative
vote or writien consent of the holders of at least two-thirds of the total number of shares of such
Preferred Stock and Preferred Stock (without par value) then outstanding:

Amend. alter. change or repeal any of the express terms of
any series of the Preferred Stock or the Preferred Stock (without
par value) then outstanding in a manner prejudicial to the holders
thereof: provided. however. that if any such amendment. alteration.
change or repeal shall be prejudicial to the holders of one or more.
but not all, of the series of Preferred Stock or the Preferred Stock
(without par value) at the time outstanding. only such consent of
the holders of two-thirds of the total number of shares of all series
so affected shall be required.

(B)  So long as any shares of the Preferred Stock or the Preferred Stock
{without par value) of any senes are outstanding. the Company shall not. without the affirmative
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vote or written consent of the holders of a majority of the total number of shares of such
Preferred Stock and Preferred Stock (without par value) then outstanding:

(a)  Create or authonze any class of stock ranking prior to or (other
than a series of the 1.720.000 authorized shares of Preferred Stock or 6.750.000
authorized shares of Preferred Stock (without par value)) ranking on a parity with any
series of the Preferred Stock and the Preferred Stock (without par value) as to dividends
or distributions. or create or authorize any obligation or security convertible into shares of
stock of any such class. or

(b) Issue. sell or otherwise dispose of any shares of the Preferred Stock
or the Preferred Stock (without par value). or of any class of stock ranking prior to or on a
parity with the Preferred Stock and the Preferred Stovk (without par value) of each senes
as to dividends or distributions. unless the net income of the Company. determined in
accordance with gencrally accepted accounting practices. to be available for the payment
of dividends on the Preferred Stock. the Preferved Stock (without par value) and any class
of stock ranking prior thereto or on a parity therewith as aforesaid. for a period of twelve
(12) consecutive calendar months within the fifteen (15) calendar months immediately
preceding the issuance. sale or disposition of such stock. is at least equal to twice the
annual dividend requirements on the entire amount of all Preferred Stock. all Preferred
Stock (without par value). and of all such other classes of stock ranking prior thereto or
on a parity therewith. as to dividends or distributions to be outstanding immediately after
the issuance. sale of disposition of such additional shares: provided that for purposes of
calculating the annual dividend requirements applicable to any series of Preferred Stock
(without par value) proposed to be 1ssued which will have dividends determined
according to an adjustabie. floating or variable rate. the dividend rate used shall be the
higher of (1) the dividend rate applicable to such series of Preferred Stock (without par
value) on the date of such calculation or (2) the average dividend rate payable on all
series of Preferred Stock and Preferred Stock (without par value) during the tweilve month
period immediately preceding the date of such calculation: provided further that for
purposes of calculating the annual dividend requirements applicable to any series of
Preferred Stock (without par value) outstanding at the date of such proposed issue and
having dividends dectermined according to an adjustable. floating or variable rate. the
dividend rate used shall be: (1) if such series of Preferred Stock (without par value) has
been outstanding for at least twelve months. the actual amount of dividends paid on
account of such series of Preferred Stock (without par value) for the twelve-month period
immediately preceding the date of such calculation. or (2) if such series of Preferred
Stk (without par value) has been outstanding for less than twelve months, the average
dividend rate payable on such senies of Preferred Stock (without par value) during the
period immediately preceding the date of such calculation: or

(I Merge or consolidatc with or into any other corporation or
corporations. unless such merger or consohidation. or the issuance or assumpiion of all
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securities. to be issued or assumed in connection with amy such merger or consolidation.
shall have been ordered. approved. or permitted by the Secuntics and Exchange
( omnussion under the provisions of the Public {'tlity Holding Company Act of 1935 or
by any successor commission or regulatory authority of the United States of America
having junsdiction in the premises. provided that the provisions of this clause (c) shall
not apply to a prrchase or other acquisstion by the Company of franchises or assets of
another corporation 1n any manner which docs not involve a merger or conse JJation.

(C)  So long as any shares of the Preferred Stock or Preferred Stock (without par
value) of any series are outstanding. the Company shall not without written consent of the
holders of a majority of the total number of shares of such Preferres “1ock and Preferred Stock
twithout par valuc) then outstanding or. in the aliemaiive and subject to the proviso hercinafter
set forth in this subdivision 7¢C3. the alfirmatine vole of the holders of a majority of the 10tal
numbser of the shares of such Preferred Stock and Preferred Stock (without par value) which are
represeited. by the attendance of the holders thereof in person or by proxy. at a mecting duly
called for the purposc:

Issue or assume any unsecured notes. debentures or other securities representing
unsecured indebtedness for any purpose other than (1) the refunding of outstanding
unsecured securities theretofore issued or assumed by the Company. (2) the financing of
potlution control facilities (as defined 1n the intemal Revenue Code. as amended or as
hereafter amended. and the regulations and rulings thercunder) through the issuance or
assumption of unsecured note<. debentures or other securities representing  unsecured
indebtedness the receipt of interest on which is cxempt from fuderal income tax at the
time of such issuance or assumption. or (3) the redemption or other retirement of
outstanding shares of one or more senes of the Preferred Steck or Preferred Stock
{without par value) if. immediately after such issuance or assumption. the total principal
amount of all unsecurcd notes. debentures or other unsccured securities representing
unsecured indehiedness assued or assumed by the Company and then outstanding
(including unsccured secunties then 1o be 1ssued or assumed but excluding unsecured
securities theretofore consented to by the holders of such Preferred Stock and Preferred
Stack {without par value)) will exceed 204 of the sum of (i) the total principal amount of
all bonds or other sccurities representing secured indehtedness issued or assumed by the
Company and then to be outstanding. and (i) the capital and surplus of the Company as
then to be stated on the hooks of account of the Company.

Provided. however. that if. at any such mecting. at least one-third of all shares of
such Preferred Stock and Preferred Stock (without par value) then outstanding shall be
voted against the action then proposed. of the character aforesaid. such action may be
tahen only with the affirmative vote of a majority of all shares of such Preferred Stock
and Preferred S1ock (without par value) then outstanding.




If at any mecting of such §relerred Stock and Pretermed Stock (without par valuc)
tor the purpo~c of takimg atton on matters set forth in thus subdivision 7). the presence
in person of by proxs of the holders of a majonty of such stock shall not have been
obtained and shall not be oiained for a pend of thity davs from the date of such
meeting. the presence in person or by prosy of the holders of one-third of such stock then
outstanding shall he sufficient to constitute » guorum

(%) No holder of shares of Preterred Stock or Preferred Sinck (wathout par value) shall
be entitled as such as a matier of nght o subscmbe for or purchase any pan of any new or
additional 1ssuc of stock. or securities convertible inte stack. of any class whatsoever, whether
now or hereafter authorized. and whether isanxd for cash. propery, services, by way of
dividends. or otherwise.

(9)  (A)  Eeery holder of Preferred Sk of any series shall have one vote for cach
share of such Preferred Stoch held by tum. snd evens hulder of the Common Stock shall have one
vole tor cach share of Common Mock held by him. for the clechion of Directors and upon all
other matiers. except as otherwise provided in thes paragraph (9 hereof At all elections of
directors. any Sharcholder may vote cumulatinely  The farcgoing shall not modify or affect the
special votes and consents provided for in paragraph 1 71 hereol

iBy 1t and when dividends shall be o default in an amount equivalent to
dividends for the immediately preceding aighteen manths on all shares of all series of the
Preterred Stock and the Preferred Stach (wathout par value) at the time outstanding. and until all
dividends in default on such Preferred Stock and such Preferred Stock (without par valuc) shall
have been paid. the holders of all shares of the Preferred Stock and all shares of the Preferred
Stock {without par value), voting separately as one class, shall be entitled to clect the smallest
number of Directors nocessan 10 constitute @ majonts of the full Board of Directors. and the
holders of the Common Stoch. voting <cparatcly as a class. shall be entitled to elect the
remaimng Directors of the Company

(Cy  1f and when all dividends then in default on the Preferred Stock and the
Preferred Stock (without par value) at the t1mc outstanding shall be paid (and such dividends
shall be deciared and paid. or declared and funds set aside for that purpose out of any funds
legally available therelor as soon as rcasonably practicable). the Preferred Stock and the
Preferred Stock (without par value) shall thereupon be divested of any special right with respect
10 the clection of Directors provided in subparagraph (B) hereof. and the voung power of the
Preterred Stock. the Preterred Stock (without par value) and the Common Stock shall revert to
the status existing before the occurrence of such default: but aiways subject to the same
provisions for vesting such special rights in the Preferred Stock and the Preferred Stock (without
par value) in case of turther trke default or defaults in dividends thercon.

(1) In case of ‘any vacancy in the Board of Dircctors occurring among the
i nrectors clected by the holders of the Preferred Stock and the Preferred Siock (without par
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value). as a class. pursuant to subparagraph (8} hereot. 3 magority of the remaining Directors
clected by the holders of the Preferred Stock and the Preforred Stock (without par value)
(including. as elected by such holders. any Directees then i office who were chosen by other
Directors as successor Directors 1o fil vacancies as provided in this sentence) may clec 2
successor o hold office ior the unexpired 1erm of the Darector whose place shall be vacant. In
case of a vacancy in the Board of Dirsctors occwmnng among the Directors clected by the holders
of the Common Stock, as 2 class, pursuant 1o subparagraph (B) hereof, a majority of the
remaining Directors elected by the holders of the Commuon Stock (including. as clected by such
holders. any Ihrectors then in office who were chosen by other directors as sucsessor directors to
fill vacancics as provided in this sentence’ may clect a succe s o hold office for the unexpired
term of the Director whose place shall be vacant  n all other cases, any vacancy occurring
among the Directors shall be filled by the vote of a majonity of the remaining Directors.

() At all meetings of sharcholders held for the purpose of electing Directors
during such times as the holders of shares of the Preferred Stock and the Preferred Stock (without
par value) shall have the special right. voting scparately as one class. to elect Directors pursuant
to subparagraph (B) hercof. the presence in person or by proxy of the holders of a majority of the
outstanding shares of the Common Stock shall be roguired to constitute a quorum of such class
for the cleciion of directors. and the presence in person or by proxy of the holders of Preferred
Stock and Preterred Stock (without par vahse) entitled to cast a majority of all the votes to which
the holders of the Preferred Stock and the Preferred Stock (without par valuc) are entitled. shall
be required to constitute a quorum of such class for the clection of Directors: provided. however,
that the absence of a quorum (according to voles, as aforesaid} of the holders of stock of any such
class shall not prevent the clection at any such mecting or adjournment thereof of Directors by
the other such class if such quorum of the holders of stock of such other class is present in person
or by proxy at such meeting: and provided further that in the absence of such quorum of the
holders of stock of any such class. 2 majonty (according 10 votes. as aforesaid) of those holders
of the stock of such class who are present in person or by proxy shall have power to adjourn the
election of the directors to be elected by such class from time to time without notice other than
announcement at the meeting until the holders of the requisite number of shares of such class
shall be present in person or by proxy.

(F) Except when some mandatory provision of law shall be controlling and
except as otherwise provided in paragraph (7) hereof whenever shares of two or more series of
the Preterred Stock or of the Preferred Stock (without par value) are outstanding. no particular
series shall be entitled 1o vote as a separate series on any maticr and all shares of the Preferred
Stock and the Preferred Stock (without par value) shall be deemed 10 constitute but on¢ class for
any purpose for which a vote of the sharcholders of the Company by classes may now or
hereafier be required.
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5% CUMULATIVE PREFERRED STOCK, 525 PAR VALUE

(10) The Company has classificd $21.519.300 par value of the Preferred Stock as a

series of such Preferred Stock designated as “5% Cumulative Preferred Stock. $25 Par Value,”

consisting of 860.772 shares of the par value of $25 per share

(11)  The preferences. rights, qualificalions and sestrictions of the shares of the "5%
Cumulative Preferred Stock. $25 Par Value.” shall be as follows:

(a)  The annual dividend rate for such series shall be $% per annum;
(b)y  The redemption price for such series shali be $28.00 per share. and

(c)  The preferential amovmts to which the holders of shares of such series
shall be entitled upon any liquidation. dissolution or winding up of the Company. in
addition to dividends accumuiated bat unpaid thercon. shall be:

27.25 per share. in the cvem of any voluntary liquidation. dissolution or winding
up of the Compeny. excepr that if such volumary liguidation. dissolution or winding up of
the Company shall have been approved by the vote in favor thercof given at a meeting
called for that purpose or by the written consent of the holders of a majority of the total
shares of the 5% Cumulative Preforred Stock. $25 Par Value then outstanding, the
amount so payabic on such voluntary liquidation. dissolution. or winding up shall be $25

per share. of
$25 per share. in the event of any involuntary liquidation. dissolution or winding
up of the Company.
COMMON STOCK
(Without par value)

The Board of Directors is hereby authorized to cause shares of Common Stock, without
par value, to be issued from time to time for such consideration as may be fixed from time to
time by the Board of Direciors. or by way of stock split pro rata to the holders of the Common
Stock. The Board of Directors may also determine the proportion of the proceeds received from
the sale of such stock which shall be credited upon the books of the Company to Capital or
Capital Surplus.

Each share of the Common Stock shall be equal in all respects 1o every other share of the
Common Stock. :

No holder of shares of Common Stock shall be entitled as such as a matter of right to
subscribe for or purchase any part of any new or additional issue of stock, or securities
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convertible into siock, of any class whatsoever. whether now or hereafier authorized, and
whether issued for cash, property, services. or otherwise.

SEXTH. The duration of the Company shall be perpetual.

SEVENTH. The private property of the shareholders of the Company shall not be
subject to the payment of corporate debts.

EIGHTH. A. CERTAIN DEFINITIONS. For purposes of this Article Eighth:

(1) "Affiliate,” including the term “affiliated person,” means a person who
directly, or indirectly through one (1) or more intermediaries, controls, or is controlled by, or is
under common control with, a specified person.

2) "Associate,” when used to indicate a relationship with any person,
means:

(a)  Any corporation or organization (other than the Company or a
Subsidiary). of which such person is an officer. director or partner or is, directly
or indirectly, the Beneficial Owner of ten percent (10%) or more of any class of
Equity Securities;

(b)  Any trust or other estate in which such person has 2 substantial
beneficial interest or as to which such person serves as trustee or in a similar
fiduciary capacity; and

(¢)  Any relative or spouse of such person, or any relative of such
spouse. any one (1) of whom has the same home as such person or is a director or
officer of the corporation or any of its Affiliates.

(3)  "Beneficial Owner.” when used with respect to any Voting Stock, means a
perscn:

(a)  Who. individually or with any of its Affiliates or Associates,
beneficially owns Voting Stock. directly or indirectly: or

(b)  Who. individuaily or with any of its Affiliates or Associates, has:
I The right to acquire Voting Stock. whether such right is
exercisable immediately or only after the passage of time and whether or

not such nght is exercisable only after specified conditions are met,
pursuant to any agreement, arrangement, or understanding or upon the
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exercise of conversion rights. exchange rights, warrants or ophons, or
otherwise:

2 The right to vote Voting Stock pursuant to any agreement.
artangement. of understanding: of

3. Any agreemert, arrangement, or understanding for the
purpose of acquiring. holding. voting or disposing of Voting Stock with
any other person who bencfictally owns. or whose Affiliates or Associates
beneficially own. directly or indirectly. such shares of Voting Stock.

4) "Business Combmnation” means:

{2) Any merger or consolication of the Company or any Subsidiary
with any Interested Shareholder. or any other corporation, whether or not itself an
Interested Shareholder, which is, or after the merger or consolidation would be, an
Affiliate of an Interested Shareholder who was an Interested Sharcholder prior to
the transaction:

b Any sale. lease. transfer. or other disposition, other than in the
ordinary course of business. in one (1) transaction or a series of transactions in
any twelve-month period. to any Interested Shareholder or any Affiliate of any
Interested Shareholder. other thap the Company or any Subsidiary, of any assets
of the Company or any Subsidiary heving, measured at the time the transaction or
transactions are approved by the Board of Directors of the Company, an aggregate
book value as of the end of the Company’s most recently ended fiscal quarter of
five percent (5%) or more of the 1otal Market Value of the outstanding stock of
the Company or of its net worth as of the end of its most recently ended fiscal
quarter;

() The issuance or transfer by the Company, or any Subsidiary, in one
transaction or a series of wransactions in any twelve-month period, of any Equity
Securities of the Company or any Subsidiary which have an aggregate Marke1
Value of five percent (5%) or more of the total Market Value of the outstanding
stock of the Company, determined as of the end of the Company’s most recently
ended fiscal quarter prior to the first such issuance or transfer, 10 any Interested
Sharcholder or any Affiliate of any Interested Shareholder. other than the
Company or any of its Subsidiarnies. except pursuant to the exercise of warrants or
rights 10 purchase securities offered pro rata to all holders of the Company’s
Voting Stock or any other method affording substantially proportionate treatment
1o the holders of Voting Stock:
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(d)  The adoption of any plan or proposal for the liquidation or
dissolution of the Company in which any thing other than cash will be received by
an Interested Shareholder or any Affiliate of any Interested Shareholder: or

(e)  Any reclassification of securities, including any reverse stock split:
or recapitalization of the Company; or any merger or consolidation of the
Company with any of its Subsidianies: or any other transaction which has the
effect. directly or indirectly, in one tramsaction or a series of transactions, of
increasing by five percem (5%) or more the proportionate amount of the
outstanding shares of any class of Equity Securities of the Company or any
Subsidiary which is directly or indirectiv beneficially owned by any interested
Shareholder or any Affiliate of any Imteresied Shareholder.

(5)  "Common Stock™ means any stock of the Company other than preferred or
preference stock of the Company. '

(6)  "Continuing Director” means any member of the Company’s Board of
Directors who is not an Interested Sharcholder or an Affiliate or Associate of an
Interested Shareholder or any of its Affiliates, other than the Company or any of its
Subsidiaries, and who was a directar of the Company prior to the time the Interested
Shareholder became an Interested Shareholder, and any successor to such Continuing
Director who is not an Interested Shareholder or an Affiliate or Associate of an Interested
Shareholder or any of its Affiliates. other than the Company or any of its Subsidiaries,
and was recommended or elected by a majority of the Continuing Directors at a meeting
at which a quorum consisting of a majority of the Continuing Directors is present.

(7)  "Control.” including the terms "controlling.” "controlled by" and "under
common control with,” means the possession, directly or indirectly, of the power to direct
or cause the direction of the management and policies of a person. whether through the
ownership of voting securities. by contract, or otherwise. and the beneficial ownership of
ten percent (10%) or more of the votes entitled to be cast by a corporation’s Voting Stock
creates a presumption of control.

(8) "Equity Security” means:

(a) Any stock or similar secunty, certificate of interest, or participation
in any profit-shanng agreement. voting trust certificate. or certificate of deposit
for the foregoing:

{b) Any security convertible, with or without consideration, into an

Equity Securir.. or any warrant or other secunity carrying any right to subscribe to
or purchase an Equity Security: or
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(c) Any put call. straddle. or other option. nght or priviltege of
acquiring an Equity Security from or selling an Equity Secunity  another without
being bound 1o do so.

(9)  “Imlerested Shareholdes” means any person. other than the Company or

any of its Subsidiaries. who:

(a) s the Beneficial Owner. directly of indirecty. of ten percent (10%)
or more of the voting power of the owtstanding Voting Stock of the Company. or
is an Affiliate of the Company and al any tume within ‘he two-year period
immediately prior to the date in question was the Beneficial Owner, directiv or
indirectly, of ten percemt (10%) or more of the voting power of the then
outstanding Veting Stock of the Company.

(b)  For the purpose of determining whether a person is an Interested
Shareholder. the number of shares of Voling Siock deemed to be outstanding shafl
inctude shares deemed owned by the person through application of Subsection (3)
of this Paragraph A of Article Eighth tut shall not include any other shares of
Voting Stock which may be issuable pursuant to any agreement, arrangement, of
understanding, or upon exercise of conversion rights. warrants or options or
otherwise.

(10) "Market Value” means:

(a)  Inthe case of stock. the highest closing sale price during the thirty-
day period immediately preceding the date in question of a share of such stock on
the composite tape for New York Stock Exchange listed stocks. or, if such stock
is not quoted on the composite tape, on the New York Stock Exchange, or if such
stack is not listed on New York Stock Exchange. or if such stock is not listed on
such exchange. on the principal United States securities exchange, registered
under the Securities Exchange Act of 1934 on which such stock is listed, or. if
such stock is not listed on any such exchange, the highest closing bid quotation
with respect to a share of such stock during the thirty-day period preceding the
date in question on the National Association of Securities Dealers, Inc..
Automated Quotations System or any system then in use. or if no such quotations
are available. the fair market value on the date in question of a share of such stock
as determined by a majority of the Continuing Directors at a meeting of the Board
of Directors at which a quorum consisting of at ieast a majority of the Continuing
Directors is present; and

(b)  In the case of property other than cash or stock. the fair market
value of such property on the date in question as determined by a majority of the
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Continuing Directors at a meeting of the Board of Directors at which a quorum
consisting of at least a2 majority of the Continuing Directors is present.

(11) "Subsidiary” means any corporation of which Voting Stock having a
majority of the votes entitled 1o be cast is owned. directly or indirectly, by the Company.

(12) "Votuing Stock” means shares of capital stock of a corporation entitled to
vote generally in the election of its directors.

B. MINIMUM SHARE VOTE REQUIREMENTS FOR APPROVAL
OF BUSINESS COMBINATIONS.

(1)  In addition to any voie otherwise required by law or these Articles of
Incorporation. 2 Business Combination shall be recommended by the Board of Directors
of the Company and approved by the affirmative vote of at least:

(a)  Eighty percent (80%) of the votes entitled to be cast by outstanding
shares of Voting Stock of the Company, voting together as a single voting group;
and

(b)  Two-thirds of the votes entitled to be cast by holders of Voting
Stock cther than Voting Stock beneficially owned by the Interested Shareholder
who is, or whose Affiliate is, a party to the Business Combination or by an
Affiliate or Associate of such Interested Shareholder, voting together as a single

voting group.

(2) Unless a Business Combination is exempted from the operation of this
Paragraph B in accordance with Paragraph C of this Article Eighth, the failure to comply
with the voting requirements of Subsection (1) of this Paragraph B shall render such
Business Combination void.

C. EXEMPTIONS FROM MINIMUM SHARE VOTE
REQUIREMENTS.

(1)  For purposes of Section (2) of this Paragraph C:

(1)  "Announcement Date” wmeans the first general public
announcement of the proposal or intention to make a proposal of the Business
Combination or its first communication generally to sharcholders of the

Company, whichever is carlier;

(b)  "Dectermination Date” means the date on which an Interested
Shareholder first became an Interested Sharcholder: and
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"~ (¢)  "Valuation Date" means

1. For a Business Combination voled upon by shareholders,
the latter of the day prior to the date of the sharcholders’ vote or the date
twenty (20) days prior the consummation of the Business Combination;
and

2. For a Business Combination not voted upon by
shareholders, the date of 1the consummation of the Business Combination.

(2)  The vote required by Section B of this Article Eighth does not apply to a
Business Combination if each of the following conditions is met:

(a) The aggregate amount of the cash and the Market Value as of the
Valuation Date of consideration other than cash to be received per share by
holders of Common Stock in such Business Combination is at least equal to the
highest of the following:

L. The highest per share price (including any brokerage
commissiors. transfer taxes and soliciting dealers’ fees) paid by the
Interested Suareholder for any shares of Common Stock of the same class
or series acquired by it

a. Within the two-year period immediately prior to the
Announcement Date of the proposal of the Business Combination;
or

b. In the transaction in which it became an Interested
Shareholder, whichever is higher; or

2. The Market Value per share of Common Stock of the same
class or series on the Announcement Date or on the Determination Date.
whichever is higher; or

3. The price per share equal to the Market Value per share of
Common Stock of the same class or series determined pursuant to clause 2
of this Subscction (a). muitiplied by the fraction of:

a. The highest per share price, including any brokerage
cor-.:nissions, transfer taxes and soliciting dealers’ fees, paid by the
Interested Shareholder for any shares of Common Siock of the
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same class or series acquired by it within the two-year peniod
immediatety prior to the Announcement Date, over

b. The Market Value per share of Common Stock of
the same class or senies oa the first day in such two-year period on
which the interested Sharebolder acquired any shares of Common
Stock.

(b)  The aggrepaie smoure of the cash and the Market Value as of the
Valuation Date of comsideration other than cash to be received per share by
holders of shares of any class or series of outstanding stock other than Common
Stock is at least egual to the highest of the following, whether or not the Interested
Shareholder has previously acquired any shares of a parucular class or series of
stock:

1. The highest pes share price. including any brokerage
commissions. transfer taxes and soliciting dealers’ fees. paid by the
Interested Shareholder for any shares of such class of stock acquired by it:

a Within the two-year period immediately prior to the
Announcement Date of the proposal of the Business Combaination;

or

b. In the transaction in which it became an (nterested
Sharehoider. whichever is higher; or

2. The highest preferential amount per share to which the
holders of shares of such class of stock arc entitled in the event of any
voluntary or involuntary liquidation. dissolution or winding up of the
Company; or

3. The Market Value per share of such class of stock on the
Announcement Date or on the Determination Date. whichever is higher: or

4. The price per share equal to the Market Value per share of
such class of stock determined pursuant to clause 3 of this Subsection (b),
multiplied by the fraction of:

a The highest per share price, including any brokerage
commissions, transfer taxes and soliciting dealers’ fees, paid by the
Interested Sharehoider for any shares of any class of Voting Stock
acquired by it within the two-year period immediately prior to the
Announcement Date, over
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b. The Market Value per share of the same class of
Voting Stock on the first day in such two-vear period on which the
Interested Sharehoider acquired any shares of the same class of
Voting Stock.

(¢)  in making any price calculation under Section (2) of this Paragraph
C. appropriate adjustments shall be made to refiect any reclassification, including
any reverse stock split: recapitalizaiion: reorgamzation: or any similar transaction
which has the effect of reducing the number of outstanding shares of the stock.
The consideration 1o be received by holders of any class or series of outstanding
stock is 10 be in cash or in the same form as the Interesied Shareholder has
previously paid for shares of the same class or series of stock. If the Interested
Shareholder has paid for shares of any class of stock with varying forms of
consideration, the form of considerativn for such class of stuck shall be either cash
or the form used to acquire the largest number-of shares of such class or series of
stock previously acquired by it.

{(d) 1. After the Intetested Sharcholder has become an Interested
Shareholder and prior 10 the consummation of such Busincss Combination:

a. There shall have been no failure to declare
and pay at the regular date therefor any full perodic
dividends. whether or not cumulative. on any outstanding
preferred stock of the Company:

b. There shall have been no reduction in the
annual rate of dividends paid on any class or series of stock
of the Company that is not preferred stock. except as
necessary to reflect any subdivision of the stock: and an
increase in such annual rate of dividends as necessary to
reflect any reclassification. including any reverse stock
split; recapitalization; reorganization; or any similar
transaction which has the effect of reducing the number of
outstanding shares of the stock: and

c. The Interested Sharcholder shall not become
the Beneficial Owner of any additional shares of stock of
the Company except as part of the transaction which
resulted in such Interested Shareholder becoming an
Interested Shareholder or by virtue of proportionate stock
splits or stock dividends.




2 The provisions of subclauses a and b of clause | do
not apply if no Interested Sharcholder or an Affihate or Associate
of the Interested Sharcholder voted as a director of the Company
3 manner inconsistent with such subclauses and the interested
Sharzholder. within en (10) days after any act or faillure w0 act
inconsistent with such subclauses. notifies the Board of Directors
of the Company n wnting that the Interested Sharcholder
disapproves thereof and requests in god faith that the Board of
Directors recuty such act or failure 10 act.

ey Afier the Interesied Sharcholder has become an Interested
Sharcholder. the Interesied Shareholder may not have received the benefit.
directly or indirecthy. except proportionately as a shareholder. of any
loans. advances. guarantces. pledges or other financial assistance provided
by the Company or amy Subsidiany. whei.er in anticipation of or in
connection with such Business Combination or otherwise.

3 @ The vote required by Section B of this Anticle Eighth does
not apply to any Business Combiaation that is approved by a majority of
Continuing Directors at a meeting of the Board of Dircctors at which 2 quorum
consisting of at least a majonty of the Continuing Directors is present.

by  Unless by us terms a resolution adopted under the
toregoing subsection (a) of this Section (3) is made irrevocable. it may be
altered or repealed by the Board of Directors. but this shall not affect any
Business Combnations that have been consummated. or are the subject of
an existing agreement entered into. prior to the alteration or repeal.

D. Powers of the Beard of Directors. A majority of the Continuing Directors of the
Company shall have the power and duty to determine. on the basis of information known to them
after reasonable inquiry. all facts necessary to determine compliance with this Article Eighth.
including without limitation. (a) whether a person is an Interested Shareholder. (b) the number of
shares of Voung Stock beneficially eowned by any person. (¢) whether a person is an Affiliate or
Associate of another. 1d) whether the assets which are the subject of any Business Combination
have. or the consideration to he reccived for the issuance or transfer of sccurities by the Company
or any Subsidiary in any Business Combination has. an aggregate book value or Market Value of
five percent {5%) or more of the total Market Value of the outstanding stock of the Company or
of its net worth. and (e) whether the requirements of Paragraph C of this Articie Eighth have
been met.

-k No Effect on Fiduciary Obligations of Interested Shareholders.  Nothing
contained in this Anicle Eigbth shall be construed to relieve any Interested Shareholder from any
fiduciany obligation imposed by law.

19




t. Amendment or_Repeal.  Notwithstanding any other provisions of this Anticle
Eighth or of any other Anicle hereof. or of the By-Laws of the Company (and notwithsianding
the tact that a lesser percentage may be specified from time 10 time by law. this Anicle Eighth.
any other Anicle hereof. or the By-Laws of the Company ). the provisions of this Article Eighth
may not be altered. amended or repealed in any respect. nor may any provision inconsisteat
therewith be adopted. unless such alteration. amendment. repeal or adoption is approved by the
affirmative vote of the holders of at least: (i) 80P+ of the combined voting power of the then
outstanding Voting Stock of the Company. voting together as a single class and (ii) 66-2/3% of
the combined voting power of the then outanding Voling Stock (which is not beneficially
owned by any interested Shareholder). voting together as a single class.

NINTH. A. Number. Election and Terms of Dircciors. The business of the
Company shall be managed by a Board of Directors. The number of directors of the Company
shall be fixed from time to time by or pursuant to the By-Laws of the Company. Except as
otherwise provided in or fixed by or pursuant to the provisions of Article Fifth hereof refating to
the rights of the holders of any class or series of stock having a preference over the Common
Stock as to dividends or upon liquidation to elect dircctors under specified circumstances. the
directors shall be classified. with respect 1o the time for which they severally hold office. into
three classes. as nearly equal in number as possible. as shall be provided in the manner specified
in the By-Laws of the Company. vne class to be originally elected for a term expiring at the
annual meeting of shareholders 1o be held in 1988, another class 1o be originally elected for a
term expiring at the annual meeting of sharcholders to be held in 1989, and another class to be
originally clected for a term expiring at the annual meeting of sharcholders to be held in 1990,
with each member of each class to hold office until his successor is elected and qualified. At
each annual meeting of shareholders of the Company and except as otherwise provided in or
fixed by or pursuant 1o the provisions of Article Fifth hereof relating to the nights of the holders
of any class or series of stock having a preference over the Common Stock as to dividends or
upon liguidation 10 elect directors under specified circumstances, the successors of the class of

directors whose term expires at that meeting shall be clected to hold office for a term expiring at

the annual meeting of shareholders held in the third year following the vear of their election.

B. Shareholder Nomination of Director Candidates and Introduction of Business.
Advance notice of shareholder nominations for the election of directors. and advance notice of
business to be brought by shareholders before an annual meeting of shareholders, shall be given
in the manner provided in the By-l.aws of the Company.

C. Newly Created Directorships and Vacancies. Except as otherwise provided in or
fixed by or pursuant to the provisions of Article Fifth hereof relating 10 the rights of the holders

of any class or series of stack having a preference over the Common Stock as to dividends or
upon liquidation to elect directors under specified circumstances: (i) newly created directorships
resulting from any increase in the number of directors and any vacancies on the Board of
Directors resulting from death. resignation. disqualification. removal or other cause shail be
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tilled by the affirmative vote of a majonn of the remaining directors then in office. cven though
less than a quorum of the Board of Directors: (1) amy directar clected in accordance with the
preceding clause (1) shall huld office for the remander of the full term of the class of directors
which the new directorship was created or the vacancy occurred and unti such director’s
successor shall have been elected and qualified: and (1) no decrease in the number of directors
constituting the Board of Directors shall shosten the term of any incumbent director.

D. Removal.  Except as otherwise provided in or fixed by or pursuant to the
provisions of Article Fifth hereof relating to the nghts of the holders of any class or series of
stock having a preference over the Common Stock as 10 dividends or upon liquidation to elect
directors under specified circumstances. any director may he removed from office. with or
without cause. only by the affirmative voie of the holders of at icast R0%s of the combined voting
power of the then outstanding shares of the Compam s stock entitled 10 vote generally. voting
together as a single class. Notwithstanding the fovregaing provisions of this Paragraph D. if at
any time any shareholders of the Compamy have cumulative voting rights with respect to the
election of directors and less than the entire Board of Directors is to be removed. no director may
be removed from office if the \otes cast against hns removal would be sufficient  elect him as a
director if then cumulatively voted at an elechon of the class of directors of which he is a pant.
Whenever in this Article Ninth or in Amicle Tenth hereof or in Anticle Eleventh hereof. the
phrase. “the then outstanding shares of the Company s stock entitled to vote generally™ 15 used.
such phrase shall mean cach then outstandng share of any class or senes of the Company s stock
that is entitied to vote generally in the election of the Company ‘s directors.

E. Amendment or Repeal. Notwnhsianding any other provisions of this Article
Ninth or of any other Article hereof or of the By-lawus of the Company (and notwithstanding the
fact that a lesser percentage may he specified from time to time by {aw. this Article Ninth. any
other Anticle hereot. or the By-Laws of the Company). the provisions of this Article Ninth may
not be altered. amended or repealed 1n any respect. nor may any provision inconsistent therewith
be adopted. unless such alteration. amendment. repeal or adoption is approved by the affirmative
vote of at least 80% of the combined voting power of the then outstanding shares of the
Company s stock entitled to vote generally. voting logether as a single class.

TENTH. Any action required or permitted to be taken by the shareholders of the
Company at a meeting of such holders may be taken without such a meeting only if a consent in
writing setting forth the action so taken shall be signed by all of the shareholders entitled to vote
with respect to the subject matier thereof. Except as otherwise mandated by Kentucky law and
except as otherwisc provided in or fixed by or pursuant to the provisions of Article Fifth hereof
relating to the rights of the holders of any class or series of stock having a preference over the
Common Stock as to dividends or upon hqudation to elect directors under specified
circumstances, special meetings of shareholders of the Company may be called only by the
Board of Directors pursuant to a resolution approved by a majority of the entire Board of
Directors or by the President of the Company. Notwithstanding any other provisions of this
Article Tenth or of any other Arnicle hereof or of the By-Laws of the Company (and
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notwithstanding the fact that a lesser percentage may be specified from time to time by law. this
Anicle Tenth, any other Anticle hereof. or the By-Laws of the Company). the provisions of this
Article Tenth may not be altered. amended or repealed in any respect. nor may any provision
inconsistent therewith be adopied. unless such aheration. amendment. repeal or adoption is
approved by the affirmative vote of the holders of at least 80% of the combined voung power of
the then outstanding shares of the Company s stock entitled to vote generally. voting together as
a single class.

ELEVENTH. The Board of Directors shall have power in adopt, amend and repeal-the
By-Laws of the Company t: the maximum extent permitted from time to time by Kentucky law:
provided. however. that any Bv-l.aws adopted by the Board of Directors under the powers
conferred hereby may be amended or repealed by the Board of Directors or by the holders ot at
least a majority of the combined voting power of the then outstanding shares of the Company’s
stock entitled to vote generally. voting together as a single class. cxcept that. and notwithsianding
any other provisions of this Article Eleventh or of any other Anticle hereof or of the By-Laws of
the Company (and notwithstanding the fact that a lesser percentage may be specified from time
1o time by law. this Article Eleventh. any other Aniicle hereof or the By-Laws of the Company).
no provision of Section 2. Sectivn 4 or Section 3 of Anticle | of the By-lLaws or of Section { of
Article I} of the By-Laws or of Section 2 of Anticle IV of the By-Laws or of Article IX of the By-
Laws may be altered. amended or repealed in any respect. nor may any provision inconsistent
therewith be adopted. unless such alteration. amendment. repeal or adoption is approved by the
affirmative vote of the holders of at least 80% of the combined voting power of the then
outstanding shares of the Company s stock entitled to vote gencrally. voung together as a single
class. Notwithstanding any other provisions of this Anticle Eleventh or of any other Anticle
hereof or of the Byv-Laws of the Company (and notwithstanding the fact that a lesser percentage
may be specified from time to time by law, this Anicle Eleventh. any other Article hereof or the
By-Laws of the Company). the provisions of this Article Eleventh may not be altered. amended
or repealed in any respect. nor may any provision inconsistent therewith be adopted. unless such
alteration. amendment. repeal or adoption is approved by the affirmative vote of the holders of at
least 80% of the combined voting power of the then outstanding shares of the Company’'s stock
entitled 1o vote generally. voling together as a single class.

TWELFTH. A director of the Company shail not be personaliy liabie to the Company
or its sharcholders for monetary damages for breach of his duties as a director. except for liability
(1) for any transaction in which the director’s personal financial interest is in conflict with the
financial interests of the Company or its shareholders. (1) for acts or omissions not in good faith
or which involve intentional misconduct or are known to the director to be a violation of law,
t111) under Kentucky Revised Stattes 271 B.8-330. or (iv) for any transaction from which the
director derived anyv improper personal benefit. If the Kentucky Business Corporation Act is
amended after approval by the sharcholders of this Article to authorize corporate action further
climinating or himiting the personal hability of directors. then the hability of a director of the
Company shall be chminated or hinuted 1o the fullest extent permitted by the Kentucky Business
Corporation Act. as ~ amended. '




Any repeal or modification of the forepoing paragraph by the shareholders of the
Company shall not adversely affect any right or protection of a director of the Company existing
at the time of such repeal or moditication.

THIRTEENTH. A RIGHT TO INDEMNIFICATION. Each person who was oris a
director of the Company and who was or 1s made a party or is threatened to he made a pany to or
is otherwise involved {including. without limitation. as a witness) in any action. suit or
proceeding, whether civil. criminal. administrative or investigative (hereinafter a "proceeding™).
by reason of the fact that he or she is or was a director or officer of the Company or is or was
serving at the request of the Company as a director. officer. partner. trustee. employee or agent of
another corporation or of a parntnership. joint vennwe. trust or other enterprise. including service
with respect to an emplovee benefit plan (hereinafter an "Indemnified Director”). whether the
basis of such proceeding is alleged action in an official capacity as a uirector or officer or in any
other capacity while serving as a director or officer. shall be indemnified and held harmiess by
the Company to the fullest extent permitted by the Kentucky Business Corporation Act. as the
same exists or may hercafter be amended (but. in the case of any such amendment. only to the
extent that such amendment permits the Compan to provide broader indemnification rights than
such law permitted the Company to provide prior 10 such amendment). against all liability. all
reasonable expense and all loss (inciuding. withowt limitation. judgments. fines, reasonable
attorneys’ fees, ERISA excise taxes or penalties and amounts paid in settiement) incurred or
suffered by such Indemnified Director in connection therewith and such indemnification shall
continue as to an Indemnified Director who has ceased to be a director and shall inure to the
benefit of the Indemnified Director’s heirs, executors and administrators. Each person who was
or is an officer of the Company and not a director of the Company and who was or is made a
party or is threatened to be made a pamy to or is otherwise involved (including. without
limitation. as a witness) in anyv proceeding. by rcason of the fact that he or she is or was an
officer of the Company or is or was serving ot the request of the Company as a director. officer.
partner, trustee, employee or ageni of another corporation or of a partnership. joint venture, trust
or other enterprise. including service with respect to an employvee benefit plan (hereinafter an
"Indemnified Officer”). whether the basis of such proceeding is alleged action in an official
capacity as an officer or in any other capacity while serving as an officer. shall be indemnified
and held harmless by the Company against all liability. all reasonabic expense and all loss
(including. without limitation. judgments. fines. rcasonable attorneys’ fees. ERISA excise taxes
or penalties and amounts paid in settiement) incurred or suffered by such Indemnified Officer to
the same extent and under the same conditions that the Company must indemnify an Indemnified
Director pursuant to the immediately preceding sentence and to such further extent as is not
contrary to public policy and such indemnification shall continue as to an Indemnified Officer
who has ceased to be an otficer and shall inure the benefit of the Indemnified Officer’s heirs.
executors and admimstrators.  Notwithstanding the foregoing and except as provided
Paragraph B of this Arnicle Thirteenth with respect 1o proceedings to enforce rights to
indemnification. the Company shall indemnify an Indemnified Director or Indemnified Officer in
connection with a proceeding (or pan thereof) initiated by such Indemnified Director or
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Indemnified Officer only if such proceeding (or part thereof) was authonzed by the Board of
Directors of the Company. As hereinafter used in this Article Thirteenth. the term “indemnitec”
means any Indemnified Director or Indemnified Officer. Any person who is or was a director or
officer of a subsidiary of the Company shall be deemed to be serving in such capacity at the
request of the Company for purposes of this Article Thirteenth. The nght to indemnification
conferred in this Article shall include the right 10 be paid by the Company the expenses incurred
in defending any such proceeding in advance of its final disposition (hereinafier an
"advancement of expenses”); provided. however. that. if the Kentucky Business Corporation Act
requires, an advancement of expenses incurred by an indemnites who at the time of receiving
such advance is a director of the Company shall he made only upon: (i) delivery 1o the Company
of an undertaking (hereinafier an "undertaking”). by or on behalf of such indemnitee, to repay all
amounts so advanced if it shall ultimately be determined by final judicial decision from which
there is no further right to appeal (heretnafier. a “final adjudication”) that such indemaitee is not
entitled to be indemnified for such expenses under this Article or otherwise: (ii) delivery to the
Company of a written affirmation of the indemnitee’s pood faith belief that he or she has met the
standard of conduct that makes indemnification by the Company permissible under the Kentucky
Business Corporation Act; and (iii} a detenmination that the facts then known to those making the
determination would not preclude indemnification under the Kentucky Business Corporation
Act. The right to indemnification and advancement of cxpenses conferred in this Paragraph A
shall be a contract right.

B. RIGHT OF INDEMNITEE TO BRING SUIT. If a claim under Paragraph A of
this Article Thirteenth is not paid in full by the Company within sixty days after a written claim
has been received by the Company (except in the case of a claim for an advancement of
expenses, in which case the applicable period shall be twenty days), the indemnitee may at any
" time thereafter bring suit against the Company to recover the unpaid amount of the claim. If
successful in whole or in part in any such suit or in a suit brought by the Company to recover an
advancement of expenses pursuant to the terms of an undertaking, the indemnitee also shall be
entitled to be paid the expense of prosecuting or defending such suit. in (i) any suit brought by
the indemnitee to enforce a night to indemnification hereunder (other than a suit to enforce a
right to an advancement of expenses brought by an indemnitee who will not be a director of the
Company at the time such advance is made) it shall be a defense that. and in (ii) any suit by the
Company 1o recover an advancement of expenses pursuant to the terms of an undertaking the
Company shall be entitled to recover such expenses upon a final adjudication that, the
indemnitee has not met the standard that makes it permissible hereunder or under the Kentucky
Business Corporation Act (the "applicable standard") for the Company to indemnify the
indemnitee for the amount claimed. Neither the failure of the Company (including its Board of
Directors, a committee of the Board of Directors, independent legal counsel or its shareholders)
10 have made a determination prior to the commencement of such suit that indemnification of the
indemnitee is proper in the circumstances because the indemnitee has met the applicable
standard, nor an actual determination by the Company (including its Board of Directors, a
committee of the Board of Directors, independent legal counsel or its shareholders) that the
indemnitee has not met the applicable standard shall create a presumption that the indemnitee has
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not met the applicable standard or. in the case of such a suit brought by the indemnitee, shall be a
defense 1o such suit. in any suit brought by the indemnitee 10 enforce a right to indemnification
or to an advancement of expenses hereunder. or by the Company 1o recover an advancement of
expenses pursuant to the terms of an undertaking. the burden of proving that the indemnitee is
not entitled 10 be indemnified or 1o such advancement of expenses under this Article Thirteenth
or otherwise shall be on the Company.

C. NON-EXCLUSIVITY OF RIGHTS. The rights to indemnification and to the
advancement of expenses conferred in this Anticle Thineenth shall not be exclusive of any other
right which any person may have or hereafler acquire under any statute, these Articles of
Incorporation, any By-Law. any agreement any vote of shareholders or disinterested directors or
otherwise.

D. INSURANCE. The Company may maintain insurance, at its expense, 0 protect
itself and any director, officer, employee or agent of the Company or another corporation,
partnership, joint venture, trust or other ¢nterprise against any expense, liability or loss, whether
or not the Company would have the power to indemnify such person against such expense,
liability or loss under the Kentucky Business Corporation Act.

E. INDEMNIFICATION OF EMPLOYEES AND AGENTS. The Company may, to
the extent authorized from time to time by the Board of Directors, grant rights to indemnification
and to the advancement of expenses to any employee or agent of the Company and to any person
serving at the request of the Company as an agent or employee of another corporation or of a
joint venture, trust or other enterprise to the fullest extent of the provisions of this Article
Thirteenth with respect to the indemnification and advancement of expenses of either directors or
officers of the Company. ‘

F. REPEAL OR MODIFICATION. Any repeal or modification of any provision of
this Article Thirteenth shall not adversely affect any rights to indemnification and to
advancement of expenses that any person may have at the time of such repeal or modification
with respect to any acts or omissions occurring prior to such repeal or modification.

G. SEVERABILITY. In case any one or more of the provisions of this Article
‘Thirteenth or any application thereof, shall be invalic or unenforceable in any respect, the
validity, legality and enforceability of the remaining provisions in this Article Thirteenth and
any other application thereof,, shall not in any way be affected or impaired thereby.

FOURTEENTH.

A. Terms of Preferred Stock, Auction Series A (without par value). The Company
has classified 500,000 shares of the Preferred Stock (without par value) as a series of such
Preferred Stock designated as "Preferred Stock. Auction Series A (without par value)." The
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preferences, rights. qualifications and restrictions of the shares of the "Preferred Stock. Auction
Series A (without par value)” shal! be as follows:

(H Authonized Shares: Units.

The shares of Preferred Stock. Auction Senies A (without par value) (hereinafier referred
10 as the "Series A Stock”) shall be purchased. sold. wansferred and redeemed only in Units of
1.000 shares per unit (a "Unit"). except as provided in subsection (d) of Scction (5).

(2) Dividends.

(a) The Holders shall be entitied 10 receive. when and as declared by the
Board of Directors of the Company. out of funds legally availabie therefor,
cumulative cash dividends at the dividend rate per annum. determined as. and
payable on the respective dates. sct forth below.

(b) The dividend rate on shares of Series A Stock shall be 3.30% per annum
during the period (the "Initial Dividend Period”) from February 11. 1992 (the
"Date of Original Issue”) and ending on April 14. 1992 and shall be payable on
April 15, 1992 (the "Initial Dividend Payment Date”). Subsequent dividends shall
be equal to the rate per annum that results from implementation of the Auction
Procedures. except in the case of a Payment Failure. Notwithstanding the results
of any Auction. however. and subject to subsection (1) of this Section (2). the
dividend rate on the Series A Stock will not exceed 25% per annum for any
Dividend Period (as hereinafter defined). Dividends on shares of Series A Stock
shall accrue from February 11. 1992.

(<) As of the end of the Initial Dividend Period and any subsequent Dividend
Period, the Board of Directors of the Company may designate either (i) a
Dividend Perind of three months which shall commence on the day immediately
following the last day of the preceding Dividend Period and shall end on the
fourteenth day of January. April, July or October next succeeding (a "Quarterly
Period") or (ii) a Dividend Period of either 49 days or 13 weeks (in either case,
subject to adjustment for non-Business Days and to meet the Minimum Holding
Period, as provided in subsection (g) of this Section (2)) (a "Short-Term Period”).
(The Initial Dividend Period, each subsequent Quarterly Period and any Short-
Term Period, individually. is referred to herein as a "Dividend Period”.) If and
wilen the Board of Directors designates a Short-Term Period, each subsequent
Dividend Period shall be a Shornt-Term Period. In the event of a change in Jaw
altering the minimum holding period (currently found in Section 246(c) of the
internal Revenue Code of 1986, as amended (the "Code")) (the "Minimum
Holding Peniod”) required for taxpayers to be entitled to the Dividends-Received
Deduction. the length of each Short-Term Period commencing after the effective
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date of such change in law shall be adjusted so that the number of days in such
Short-Term Periods shall exceed the then—current Minimum Holding Penod:
provided that. (i) the Shorn-Term Period that originally was a 49-day Short-Term
Period shall not exceed by more than nine days the length of the then-current
Minimum Holding Period. (ii) the number of days in any Shont-Term Period shall
be evenly divisible by seven. and (iii) the maximum number of days in any Short-
Term Period shall in no event exceed 98 days. Upon any such change in the
number of days in a Shori-Term Period. the Compan) shall give notice of such
change 1o the Trust Company. the Securities Depository and each Existing
Holder. Notwithstanding the provisions of this subsection (c). designation of a
Short-Term Period shall be permitted only after such amendments to these
Anticles as are necessary 1o accommodate the payment of dividends for a Short-
Term Period have been duly adopted.

The initial Short-Term Period shall end on a Wednesday designated by the
Board of Directers of the Company which will be no earlier than the 46th day and
no later than the 98th day after the last day of the preceding Quarterly Period (in
any case. subject to adjustment for non-Business Days and to meet the Minimum
Holding Period. as provided in subsection (g) of this Section (2)). Each
subsequent Short-Term Period will commence on the day immediately following
the last day of the preceding Shon-Term Period and will end (i) on the seventh
Wednesday thuereafier. in the case of a 49-day Short-Term Period or (ii) on the
thirteenth Wednesday thereafier. in the case of a 13-week Short Term Period (in
each case. subject to adjustment for non-Business Days and to meet the Minimum
Holding Period as provided in subsection (g) of this Section (2)). In the absence
of a designation by the Board of Directors of the Company 1o the contrary, each
49-day Short-Term Period will be followed by a 49-day Short-Term Period and
cach 13-week Shont-Term Period will be followed by a 13-week Short-Term
Period.

Following any amendment of these Articles to permit dividend payments
on a basis other than quanerly, and without regard 10 the designation by the
Board of Directors of the Company of the duration of the next succeeding
Dividend Period. (i) if Sufficient Clearing Bids do not result from an Auction,
then the Dividend Period to which such Auction relates will be a 49-day Shon-
Term Period or (ii) if 2 Payment Failure has occurred. then the Dividend Period
during which such Payment Failure has occurred, and each subsequent Dividend
Period until such Payment Failure has been cured. will be a 49-day Short-Term
Period (in each case, subiect to adjustment for non-Business Days and to meet the
Minimum Holding Period. as described in subsection (g) of this Section (2)).

Dividends with respect to any Quarterly Period will be payable in arrears,
when and as declared. on the fifteenth day of each Januarv., Aprl. July and

27




(8)

October, unless such dayv ts not a Business Day. in which case they shall be
pavable on the next succeeding Business Day (each a "Quarterly Dividend
Payment Date”). Dividends with respect to any Shon-Term Peniod shall be
payable in arrears. when and as dec'ared. on the Thursday next following the Jast
day of the Shon-Term Period (a Short-Term Dividend Payment Date™). except as
provided in subsection () of this Section (2). (Each Quarterly Dividend Payment
Date and Short-Term Dividend Payment Date. individually. is reterred to hercin
as a "Dividend Payment Date.”)

Notwithstanding the provistons of subsections (c). (d). (¢) and (f). with
respect to the Shont-Term Dividend Paymemt Date:

1. If the Thursday i1s not a Business Dav. then the Shori-Term
Dividend Payment Date shall be the preceding Tuesday if both such
Tuesday and the Wednesday following such Tuesday are Business Days:
or

[

It the Friday following such Thursday is not a Business Day. then
the Shont-Term Dividend Paymcent Date will be the Wednesday preceding
such Thursday if both such Wednesday and such Thursday are Business
Days: or

3. If either (a) such Thursday is not a Business Day and either the
preceding Tuesday or Wednesday is not a Business Day or (b) such
Thursday is a Business Day and the Friday following such Thursday and
such preceding Wednesday are not Business Days. then the Shont-Term
Dividend Payment Date shall be the first Business Day preccdmg such
Thursday that is next succeeded by a Business Day.

Even though any particular Short-Term Dividend Payment Date may not occur on
the onginally scheduled Short-Term Dividend Paymem Date because of the
adjustments provided for in this subsection (g). the next succeeding Shon-Term
Dividend Payment Date shall occur. subject to such adjustments. on the seventh
or the thiriecnth Thursday, as applicable, following the originally scheduled
Short-Term Dividend Payment Date. Notwithstanding the foregoing. if any
Short-Term Dividend Payment Date set pursuant to this subsection (g) would
occur in a number of days after the immediately preceding Shott-Term Dividend
Payment Date that is less than the number of days in the then-current Minimum
Holding Period. the Short-Term Dividend Payment Date shall instead bc the next
Business Day that (i} is at least a number of days after the preceding Dividend
Payment Date as to inclide the then-current Minimum Holding Period and (ii) is
next succeeded by a Business Day. After any such adjustment pursuant to this
subsection (g) to the Dividend Pavment Date for any Short-Term Period. the last
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day of such Shon-Term Period shall also be adjusted so as o be the day
immediately preceding such Dividend Payment Date.

Any designation by the Board of Directors of a Shon-Term Period
following a Quarerly Period shall be effective upon writien notice thercof given
by the Company to the Trust Company and to the Securities Depository prior to
1:00 P.M.. New York City time. on the fifth Business Day prior 10 the Auction
Date. Any designation by the Board of Directors of a change in the duration of
the Short-Term Penod shali be effective upon written notice thereof given by the
Company to the Trust Company and to the Securitics Depository prior to 1:00
P.M.; New York City time. on the third Business Day pror to the Auction Date.

Dividends shall be payable to the lolders as their names appear on the
stock books of the Company or of the registrar of the Series A Stock on the
Business Day next preceding the Dividend Payment Date in the case of a Short-
Term Period and on such date. not more than 30 days and not less than 10 days. as
may be fixed by the Board of Directors. next preceding the Dividend Payment
Date in the case of a Quarnterly Period. provided that, if a Payment Failure exists,
then such dividends shall be paid to the Holders as their names appear on the
stock books on such date. not exceeding 15 days preceding the payment date
thereof. as may be fixed by the Board of Directors.

Dividend rates for the shares of Series A Stock for each Dividend Period
(other than the Initial Dividend Period) shall be equal to the rate per annum that
results from the Auction with re-pect to such Dividend Period; provided that. (i) if

a Payment Failure shall have occurred. the dividend rate for all Dividend Periods

commencing on or after such Dividend Payment Date or redemption date and
until such Payment Failure has been cured shall be a rate per annum equal to
250% of the Applicable AA Composite Commercial Paper Rate on the Business
Day next preceding the commencement of each such Dividend Period
(notwithstanding the results of any Auction for any such Dividend Pericd). and
(ii) if a Payment Failure is remedied by reason of the Company having paid ail
dividends accrued and unpaid, and all unpaid redemption payments, on ail shares
of Series A Stock, the dividend rate for each Dividend Period commencing after
the date on which the Payment Failure is remedied shall again be determined by
an Auction. Notwithstanding the foregoing. and subject to subsection (1) of this
Section (2). the dividend rate for any Dividend Period shall not exceed 25% per
annum. The rate per annum at which dividends are payable on shares of Series A
Stock for any Dividend Period (other than the Initial Dividend Period) is
hereinafter referred to as the "Applicable Rate.”

The dividend per share to accrue and be payable on each share of Series A
Stock for the Initial Dividend Period shall be computed by multiplying the
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product of 3.30% (the dividend rate for the Initial Dividend Period) and $100 by a
traction, the numerator of which shall be the number of days in the Initial
Dividend Period. including the first and last days of such initial Dividend Period.
and the denominator of which shall be 360. The dividend per share to accrue and
be payabie on each share of Series A Stock for each Quarterly Period shall be
computed by dividing by four the product of the Applicable Rate for such
Dividend Penod and $100. The dividend per share to accrue and be payable on
cach share of Series A Stock for any Shont-Term Period shall be computed by
-multiplying the Applicable Rate for such Short-Term Period by 2 fraction, the
numerator of which shall be the number of days in such Short-Term Period,
including the first and last days of such IMividend Peniod, and the denomiaator of
which shall be 360. and muluplying by $:00 the rate so obtained.

H Notwithstanding anything to the contrary contained in subarticle A of this
Anicle Fourtcenth, the dividend rate for any Dividend Period on the Series A
Stock shall not exceed 25% per annum. provided. however, that if paragraph
(7)B)(b) of Article Fifth hereof is amended (o provide a method for computing
the dividend rate on preferred stock having dividends determined pursuant to an
adjustable. floating or vaniable rate. then from and after the date such amendment
becomes effective, this subsection {1). including the 25% restriction contained in
this subsection (1), shall cease to be opcrative, and shall be of no force and effect
and all references to this subsection (1) in subarticle A of this Article Fourteenth
shall be of no force and effect.

B. Terms of $5.875 Cumulative Preferred Stock {without par value). The Company

has classified 250.000 shares of the Preferred Stock (without par value) as a series of such
Preferred Stock designated as “$5.875 Cumulative Preferred Stock (without par value).” The
preferences. rights. qualifications and restrictions of the shares of the “$5.875 Cumulative
Preferred Stock (without par value),” shall be as follows:

-

(3 Definitions.

As used with respect 10 the shares of Senies A Stock. the following terms shall have the
foliowing meanings. unless the context otherwise requires:

"Affiliate” shall mean any Person known to the Trust Company to be controlled
by. in control of or under common control with the Company.

"Agent Member” shall mean a member of the Secunties Depository that will act

on behalf of a Bidder and is identified as such in such Bidder's Master
Purcha<er’s l.etter.

30




licable Composite € ' .~ on any date, shall mean (i)
with respect 10 a 49-day Short-Term Period. (A) the Interest Equivaient of the 60-
day rate on commercial paper placed oo behalf of issuers whose carporate bonds
are rated "AA" by Standard & Poor’s Corporatian or its successor ("S&P*), or the
equivalent of such rating by S&P or another rating agency. as such 60-day rate is
made available on a discount basis o otherwise by the Federal Reserve Bank of
New York for the Business Day immedistely preceding such date. or (B) in the
event that the Federal Reserve Bank of New Yotk does not make available such a
rate, then the arithmetic average of the Interest Equivalent of the 60-day rate on
commercial paper placed on hehalf of such issuers. and ax quoted. on a discount
basis or otherwise. to the Trust Company for the close of business on the Business
Day immediaiely preceding such date by the Commercinl Paper Dealers or (i)
with respect to a Quasterly Period or a 13-week Shont-Term Period, the Interest
Equivalent of the 90-day raie on such comsnercial paper as so determined. In the
event that ¢ither of the Commercial Paper Dealers does not quote a rate required
to determine the Applicable AA Compusite Commercial Paper Rate, the
Applicable AA Compesite Commercial Paper Rate shall be determined on the
basis of the quotations fumished by the remaining Commercial Paper Dealer and
the Substitute Commercial Paper Dealer sciected by the Company to provide such
rate or, if the Company does not sclect any such Substitute Commercial Paper
Dealer. the remaining Commercial Paper Dealer. 1f an adjustment is made to the
length of 2 Shon-Term Period to comply with the Minimum Holding Period
pursuant to subsection (c) of Section (2). then if the resulting number of days in
each subsequent Short-Term Period. before any adjustment shall be (i) 70 or more
days but fewer than 85 days. such rate shall be the arithmetic average of the
Interest Equivalent of the 60-day and 90-day rates on such commercial paper, or
(ii) 85 or more days but 98 or fewer days. such rate shall be the Interest
Equivalent of the 90-day ratc on such commercial paper.

" Applicable Rate” shall have the meaning specified in Section (2), subsection (j).

"Auction” shall mean periodic implementation of the Auction Procedures set forth
herein.

"Auction Date” shall mean the Business Day immediately preceding a Dividend
Payment Date. ~

"Auction Procedures” shall mean the procedures for conducting Auctions set forth
in Section (4).

" Available Units" shall have the meaning specified in Section {4). subsection (c).
paragraph 1. subparagraph a. '
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*Bid" and "Bids" shall have the respective meanings specified in Section (4)
subsection (a). paragraph 1, subparagsaph c.

“Bidder” and "Bidders” shall have the respective meanings specitied in Section
(4), subsection {(a), paragraph |. subparagraph c.

"Board of Dircctors” shall mean the Board of Directors of the Company of any
commitiee authorized by the Board of Directors to petfosm any or all of the duties
of the Board with respect to the Series A Siock.

"Broker-Dealer” shall mean any beokes-dealer or other entity permitied by law to
perform the functions required of a Broker-Dealer in Scotions (4) and (5), that is a
member of, or 2 participant in, the Securities Depository and that has been
selected by the Company and has entered into a Broker-Dealer Agreement with
the Trust Company that remains effective.

"Broker-Dealer Agreement® shall mean an agreement between the Trust Company
and a Broker-Dealer pursuant to which such Broker-Dealer agrees 1o follow the
procedures specified in Sections (4) and (5).

“Business Day” shall mean a day on which the New York Stock Exchange, Inc. is
open for trading and which is not a day on which banks in New York City are
authorized by iaw to close.

"Code” shall mean the Intemal Revenue Code of 1986, as amended.

"Commergial Paper Dealers” shall mean Goldman, Sachs & Co. and Morgan
Stanley & Co. Incorporated or. in licu thereof. their respective affiliates or
successors that are engaged in the business of buying and selling commercial

paper.

n

Date_of Original fssue” shall have the meaning specified in Section (2),
subsection (b).

"Dividend Payment_Date” shall have the meaning specified in Section (2),
subsection (f).

"Dividend Period” shall have the meaning specified in Section (2), subsection (c).

"Dividends-Received Deduction” shall mean the dividends-received deduction on
preferred stock held by nonaffiliate corporations (currently found in Section
243(a) of the Code).
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"Exisiing Holder” shall mean a Parson whe has executod a Master Purchaner's
memsmzhmsmmdMﬂWA&mtmh
records of the Trust Company.

"Hold Order” and “Hold Ozders™ shalt have the respoctive meatungs specified in
Section (4). subsection (2). paragraph 1. subpasagraph ¢.

"Holders™ shall mean the holders of shiares of the Series A Stock as the same
appear on the stock books of the Company of the rogristrar of the Series A Stoek.

“Initial Dividend Pavement Date™ shall have the meaning specified in Section (25
subsection (b).

"Initial Dividend Period” shall have the meaning specified in Section (2).
subsection (b).

"Interest Equivalent” shall mean the ogquivalent yickd on 2 360-dey basis of a

discount basis security to an interest-bearing socurity

"Master Purchaser’s Letter” shall mean a lctter addressed to the Company, the
Trust Company, the remarketing agent. a Broker-Dedler and an Agent Member in
which the executing Pcrson agrees, among other things, to offer to purchase, to
purchase. to offer to sell and to sell shares of Scrics A Stock as set forth in Section
(4).

"Maximum Rate" for any Auction shall mean, subject to subsection (1) of Section
(2), the product of the Applicable AA Composite Commercial Paper Rate on the
Auction Date for such Auction and the Rate Multiple.

"Minimum_Holding Period” shall have the meaning specified in Section (2),
subsection {(c).

"Minimum Rate” for any Auction shall mean. subject to subscction (1) of Section
(2). 58% of the Applicable AA Composite Commercial Paper Rate on the Auction
Date for such Auction.

"Order” and "Orders" shall have the respective meanings specified in Section {4).
subsection (a). paragraph 1. subparagraph c.

"Qutstanding_Shares" shall mean. as of any date. shares of Serics A Stock
theretofore issued by the Company except. without duplication. (i) any shares
therctofore canceled or delivered to the Trust Companv for cancellation or
redeemed or deemed to have been redeemed by the Company, (ii) any shares as to
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which the Company or any Affiliate thereof shall be an Existing Holder. and (i)
any shares represenied by any centificate in lieu of which a new centificale has
been executed and delivered by the Company.

"Qutstanding Units” shall mean Units compeised of Outstanding Shares.

"Payment Failure” shall mean a failure by the Company o pay to the Holders on
or within three Business Days (i) afier any Dividend Paymemt Date. the full
amount of any dividends to be paid on such Dividend Pavment Date on any share
of the Series A Stock or (ii) afier any redemption date., the redemption price to be
paid on that redemption datc on any share of the Serics A Stock with respect to
which a notice of redemption has been given.

"Person” shall mean an individual. a partnership, a corpordation, a trust. an
unincorporated association. 2 joint vemture or other entity or a govcrnmem or any
agency or political subdivision thereof.

“Potential Holder™ shail mean any Person. inclndihg any Existing Holder, (i) who
shall have executed a Master Purchaser's Letier and (i) who may be a prospective
purchaser of Units (or. in the case of an Existing Holder. additional Units).

"Quarnterly Dividend Pavment Dale” shall have the meaning specified in Section

(2). subsection (f).

"Quarnterly Period™ shall have the meaning specified in Section (2). subsection (c).
"Rate Multipie.” on any Auction Date. shall mean the percentage determined as
set forth below based on the Prevailing Rating (as cefined below) of the Series A
Stock in effect a1 the close of business on the Business Day immediately
preceding such Auction Date:

Prevailing Ratung Percentage
AABROTADOVE ..ot e e eenvee e s e 110%
AVB et e e s eraesesessrareereassennbar s b e ranbereanasnrranrars 150%
BBB /DB, ...oceeeeeeeeeeeeeeeeeeeseeeeeeenereensrsacorbessaraen 200%
Below BBB/baa .........ovviveeeee e 250%

For purposes of this definition. the "Prevailing Rating” of the Series A Stock shali

be (i) AA/aa or above. if the Serics A Stock has a rating of AA- or better by S&P
and a rating of aa3 or better by Moody's Investors Service. Inc. or its successor
("Moody’'s"). or the equivalent of both of such ratings by a substitute rating
agency or substitute rating agencies selected as provided below, (it) if not AA/aa
or above, then A/a. if the Series A Stock has a rating of A- or better by S&P and a
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rating of a3 or betier by Moody’s. or the equivalent of both of such ratings by a
substitute rating agency or substitute rating apencies selected as provided below.
() if not AA/aa or above or A/a, then BBB/baa. if the Series A Stock has a rating
of BBB- or better by S&P and a rating of baa3 or better by Moody's. or the
cquivalent of both of such ratings by a substitute rating agency or substitute rating
agencies selected as provided below. and tiv) if not AA/aa or above. A/a or
BBB/baa. then Below BBB/baa. If both S&P and Moody's fail to make such a
rating available. Goldman, Sachs & Co. and Morpan Stanley & Co. Incorporated.
or their successors and asstgns. will select one or two nationally recognized
securities rating agencies o acl as a substitute raling agency or agencies. The
Company will take all reasonable action necessary o enabie S&P and Mondy's,
or such substitute raling agency or agencies. to provide a rating for the Series A
Stock.

"Remaining Units" shall have the meaning specified in Section (4). subsection (d).
paragraph |, subparagraph d.

"Securities_Depository™ shall mean The Depository Trust Company and its
successors and assigns or any other securities depository selected by the Company
which agrees to follow the procedures required to be followed by such securities
depository in connection with shares of the Series A Stock.

"Sell Order” and "Sell Orders” shall have the respective meanings specified in
Section (4). subsection (a). paragraph |. subparagraph c.

"Shont-Term Dividend Payment Date” shall have the meaning specified in Section
(2), subsection (f).

"Short-Term Period” shall have the meaning specified in Section (2), subsection
(c).

"Submission Deadline” shall mean 1:00 P.M.. New York City time, on any
Auction Date or such other time on any Auction Date by which Broker-Dealers
are required to submit Orders to the Trust Company as specified by the Trust
Company from time to time.

"Submitied Bid" and "Submitted Bids" shall have the respective meanings
specificd in Section (4). subsection (c). paragraph 1.

"Submitted Hold Order” and "Submitted Hold Orders” shall have the respective
meanings specified in Section (4), subsection (c). paragraph 1.
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"Submitted Order” shal} have the meaning specified in Section (4). subsection (c).
paragraph 1.

"Submitted Sell Order” and “Submitted Sell Orders™ shall have the respective
meanings specified in Section (4). subsection (c). paragraph |.

"Substitute Commercial Paper Dealer” shall mean any commercial paper dealer
that is a leading dealer in the commercial paper market.

"Sufficient Clearing Bids” shall have the meaning specitied in Section (3),
subsection (c). paragraph |, subparagraph b.

"Trust Company” shall mean a bank or trust company duly appointed as such with
respect 1o the shares of the Series A Stock.

"Unit" shall have the meaning specified in Section (1).

"Winning Bid Rate” shall have the meaning specificd in Section (4), subsection
(¢) paragraph |. subparagraph c.

{4) Auction Procedures.
(a) Orders by Existing Holders tial
1. Prior to the Submission Deadline on each Auction Date:

a, Each Existing Holder may submit to a Broker-Dealer by
telephone information as to:

(i) the number of Outstanding Units, if any. held by
such Existing Holder that such Existing Holder desires to
continue to hold for the next succeeding Dividend Period
without regard to the rate determined by the Auction
Procedures;

{it) the number of Outstanding Units, if any. that such
Existing Holder desires 10 continue to hold for the next
succeeding Dividend Period. if the rate determined by the
Auction procedures shall not be less than the rate per
annum specified by such Existing Holder; and/or

(i) the number of Outstanding Units, if any. held by
such Existing Holder that such Existing Holder offers to
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sell without regard 10 the rate determined by the Auction
Procedures for the next succeeding Dividend Period; «. 4

Each Broker-Dealer. using a list of Polential Holders. in
good faith for the purpose of conducting a competitive Auction in a
commercially reasonable manner, shall contact Potential Holders.
including Persons that are nol Existing Holders, on such list to
determine the number of Ouistanding Units, if any, that cach such
Potential Holder offers to purchase, if the rate determined by the
Auction Procedures for the next succeeding Dividend Period shall
not be less than the rate per annum specified by such Potential
Holder.

For the purposes hereof, the communication to & Broker-
Dealer of information referred to in subparagraph a or
subparagraph b of this paragraph 1 is referred to hereinafter as an
"Order” and collectively as “Ordess.” and each Existing Holder and
each Potential Holder placing an Order is referred to hereinafter as
a "Bidder" and collectively as "Bidders.” an Order containing the
information referred 10 in clause (i) of subparagraph a of this
paragraph 1 is referred to hercinafier as a "Hold Order” and
collectively as "Hold Orders." an Order containing the information
referred to in clause (i) of subparagraph a or subparagraph b of
this paragraph 1 is referred to hereinafter as a "Bid” and
collectively as "Bids;” and an Order containing the information
referred to in clausc (iii) of subparagraph a of this paragraph 1 is
referred to hereinafier as a "Sell Order” and collectively as "Sell
Orders." :

On any Auction Date, a Bid submitted by an Existing
Holder shall constitute an irrevocable offer to sell:

(1) the number of Outstanding Units specified in such
bid if the rate determined by the Auction Procedures on
such Auction Date shall be less than the rate specified in
such Bid; or

(i) such number or a lesser number of Outstanding
Units to be determined as set forth in subsection {(dj,
paragraph 1. subparagraph d. of this Section (4), if the rate
determined by the Auction Procedures on such Auction
Date shall be equal to the rate specified in such Bid; or
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(iii) a lesser number of QGutstanding Uaits than was
specilied in such Bid. to be determined as sot forth in
subsection (d). paragraph 2. subparagraph c. of this Section
(4), if the rate specified therein shall be higher than the
Maxirman Rate and Sufficient Clearing Bids do not exist.

On any Auction Date. a Seil Order by an Existing Holder
shall constitute an irrevocabie offer to sell:

(1) the number of Outstanding Units specified in such
Sell Order. or
(i) such number or a lesser number of Outstanding

Units as set fosth in subsoction (d). parsgraph 2.
subparagraph ¢. of this Section (4) if Sufficient Clearing
bids do not exist.

On any Auction Date. a Bid by a2 Potential Holder shall
constifule an irrevocabic offer to purchase:

(i) the number of Ouistanding Units specified in such
Bid if the rate determined by the Auction Procedures on
such Auction Date shall be higher than the rate specified in
such Bid: or

(1) such number or a lesser number of Cuistanding
Units as set forth in subsection (d). paragraph L
subparagraph e. of this Section (4) if the rate determined by
the Auction Procedures on such Auction Date shall be
equal to the rate specified in such Bid.

On each Auction Date, the Trust Company shall determine
the Applicable AA Composite Commercial Paper Rate and the
Maximum Rate and shall notify the Company and each Broker-
Dealer of each such rate not later than 9:30 A.M. on such Auction
Date or such other time on such Auction Date as specified by the
Trust Company with the consent of the Company (which consent
shall not be unreasonably withheld).
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b Submission of Orders by Broker-Dealers to Trust Company.

1. Each Broker-Dealer shall submit in writing to the Trust Company
prior to the Submission Deadline on each Auction Date all Orders
obtained by such Broker-Dealer and specifying with respect to each Order:

a. The name of the Bidder placing such Order;

b. The aggregate number of Units that are the subject of such
Order;

c. To the extent that such Bidder is an Existing Holder:

(i) the number of Units, if any, subject to any Hold
Order placed by such Existing Holder:

(ii) the number of Units, if any, subject to any Bid
placed by such Existing Holder and the rete specified in
such Bid; and

(iif) the number of Units, if any, subject to any Sell
Order placed by such Existing Holder; and

d. To the extent such Bidder is a Potential Holder, the number
of Units and the rate specified in such Potential Holder’s Bid.

2. If any rate specified in any Bid contains more than three figures to
the right of the decimal point, the Trust Company shall round such rate up
to the next highest one thousandth (.001) of 1%.

3. If. for any reason, an Order or Orders covering all of the
Outstanding Units held by any Existing Holder is not submitted to the
Trust Company prior to the Submission Deadline, the Trust Company
shall deem a Hold Order to have been submitted on behalf of such
Existing Hoider covering the number of Outstanding Units held by such
Existing Holder and not subject to Orders submitted to Trust Company.

4. If one or more Orders by an Existing Holder covering in the
aggregate more than the number of Outstanding Units held by such
Existing Holder are submitted to the Trust Company by one or more
Broker-Dealers on behalf of such Existing Holder, such Orders shall be
considered valid as follows and in the following order of prionity:
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Any Hold Orders submitted on behalf of such Existing
Holder shall be considered valid up to and including, in the
aggregate, the number of Outstanding Units held by such Existing
Holder: provided that. if more than one Hold Order is submitted on
behalf of such Existing Holder and the number of Units subject to
such Hold Orders exceeds the number of Outstanding Units held
by such Existing Holder, the number of Units subject to such Hold
Orders shall be reduced pro rata so that such Hold Orders shall
cover only the number of Qutstanding Units held by such Existing
Holder:

(i) Any Bid submitted on behalf of an Existing Holder
shall be considered valid up to and including the excess of
the number of Outstanding Units held by such Existing
Holder over the number of Units subject to valid Hold
Orders of such Existing Holder referred to in subparagraph
a of this paragraph 4.

(i) subject to clause (i) of this subparagraph b. if more
than one Bid with the same rate is submitied on behalf of
such Existing Holder and the aggregate number of
Outstanding Units subject to such Bids is greater than the
excess referred to in clause (i) of this subparagraph b, such
Bids shall be considered valid up to the amount of such
excess and the number of Units subject to such Bids shall
be reduced pro rata so that such Bids shall cover only the
number of Units equal to such excess,

{iii) subject to clause (i) of this subparagraph b, if more
than one Bid with different rates is submitted on behalf of
such Existing Holder, such Bids shall be considered valid
in their entirety up to the excess referred to in clause (i) of
this subparagraph b in the ascending order of their
respective rates. and

(iv) in any such event specified in this subparagraph b,
the number, if any. of such Units subject to Bids not valid
under this subparagraph b shall be treated as the subject of
a Bid by a Potential Holder; and

Any Sell Order shall be considered valid up to and
including, in the aggregate, the excess of the number of

Outstanding Units heid by such Existing Holder over the sum of
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the Units subject to valid Hold Orders of such Existing Holder
referred to in subparagraph a of this paragraph 4 and valid Bids by
such Existing Holder referred to in subparagraph b of this

paragraph 4.

In any Auction, if more than one Bid is submitted on behalf of any
Potential Holder, each Bid submitted shall be a separate Bid with the rate
and number of Units therein specified.

Orders by Existing Holders and Potential Holders must specify a
whole number of Units. An Order that does not specify a whole number
of Units will not be considered a Submitted Order for purposes of the
Auction.

Determination of Sufficient Clearing Bids, Winning Bid Rate and

Applicable Rate.

L.

Not earlier than the Submission Deadline on each Auction Date, the Trust
Company shall assemble all Orders submitted or deemed submitted to it
by Broker-Dealers (each such Order as submitted or deemed submitted by
a Broker-Dealer being referred 1o hereinafier individually as a "Submitted
Hold Order.” a "Submitied Bid" or a "Submitted Sell Order,” as the case
may be. or as a "Submitted Order”) and shall determine:

a The excess of the total number of Outstanding Units over
the number of Outstanding Units that are the subject of Submitted
Hold Orders (such excess being hereinafier referred to as the
"Available Units");

b. From the Submitted Orders, whether the number of
Outstanding Units that are the subject of Submitted Bids by
Existing Holders and Potential Holders specifying one or more
rates equal to or lower than the Maximum Rate exceeds or is equal
to the sum of:

(i) the number of Qutstanding Units that are the subject
of Submitted Bids by Existing Holders specifying one or
more rates higher than the Maximum Rate, and ‘

(1i) the number of Outstanding Units that are subject to
Submitted Sell Orders (in the event of such excess or of
such equality (other than because the number of Units
specified in each of clauses (i) and (ii) of this subparagraph

4]
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b is zero because all of the Outstanding Units are the

subject of Submitted Hold Orders) such Submitted Bids in

this subparagraph b are hereinafier referred to collectlvcly
as "Sufficient Clearing Bids"); and

If Sufficient Clearing Bids exist. the lowest rate specified in
the Submitied Bids (the "Winning Bid Rate") which if:

() (A) Each Submitted Bid from Existing Holders
specifying such Winning Bid Rate and (B) all other
Submitted Bids from Existing Holders specifying lower
rates were accepted. ihus entitling such Existing Holders to
continue to hold the Qutstanding Units that are the subject
of such Submitted Bids, and

(i) (A) Each Submitted Bid from Potential Holders
specifying such Winning Bid Rate and (B) all other
Submitted Bids from Potential Holders specifying lower
rates were accepted. thus requiring the Potential Holders to
purchase the Outstanding Units that are subject to such
Submitted Bids.

would result in such Existing Holders described in clause (i) of this
subparagraph ¢ continuing to hold an aggregate number of
Outstanding Units that, when added to the numbers of Outstanding
Units to be purchased by such Potential Holders described in
clause (i) of this subparagraph c. would at least equal the
Available Units.

In connection with any Auction and promptly after the Trust

Company has made the determinations pursuant to paragraph 1 of this
subsection (c), the Trust Company shall advise the Company of the
Applicable AA Composite Commercial Paper Rate and the Maximum
Rate and. based on such determinations. of the Applicable Rate for the
next succeeding Dividend Period and such other information as follows:

a.

* If Sufficient Clearing Bids exist. that the Applicable Rate
for the next succeeding Dividend Penod shall be equal to the
Winning Bid Rate so determined:

I Sufficient Clearing Bids do not exist (other than because
all of the Outstanding Units are the subject of Submitied Hold
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Orders). that the Applicable Rate for the next succeeding Dividend
Period shaii be the Maximum Rate; or

if all of the Outstanding Units are the subject of Submitted

Hold Orders, that the Applicable Rate for the next succeeding
Dividend Period shall be equal to the Minimum Rate.

Acceptance and Rejection of Submitted Bids and Submi ell

Orders and Allocation of Units.

Based on the determinations made pursuant to subsection (<), paragraph 1,
of this Section (4). the Submitted Bids and Submitted Sell Orders shall be
accepted or rejected and the Trust Company shall take such other action as
set forth below:

1.

If Sufficient Clearing Bids have been made, subject to the

provisions of paragraphs 4 and 5 of this subsection (d), Submitted

Bids and Submitted Sell Orders shall be accepted or rejected in the

following order of priority and all other Submitied Bids shall be
rejected:

a.

The Submitted Sell Orders of each Existing Holder
shall be accepted and the Submitted Bids of each Existing

- Holder specifying any rate that is higher than the Winning

Bid Rate shall be rejected, thus reguiring each such
Existing Holder to sell the Outstanding Units that are the
subject of such Submitted Sell Orders or Submitted Bids;

The Submitted Bids of each Existing Holder
specifying any rate that is lower than the Winning Bid Rate
shall be accepted, thus entitling each such Existing Holder
to continue to hold the Outstanding Units that are the
subject of such Submitted Bids:

The Submitted Bids of each Potential Holder
specifying any rate that is lower than the Winning Bid Rate

_shall be accepted. thus requiring such Potential Holder to

purchase the number of Outstanding Units that are the
subject of such Submitted Bids:

. The Submitted Bids of each Existing Holder
specifying a rate that is equal to the Winning Bid Rate shall
be accepted. thus entitling such Existing Holder to continue
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to hold the Outstanding Units that arc the subject of cach
such Submitied Bid. unless the number of Outstanding
Units subject to all such Submitted Bids of Existing
Holders shall be greater than the number of Outstanding !
Units ("Remaining Units”) equal to the excess of the
Available Units over the number of Outstanding Units
subject to Submitted Bids described in subparagraphs b and
¢ of this paragraph 1. in which event the Submitted Bids of ,
cach such Existing Holder shall be rejecied. and each such !
Existing Holder shall be required to sell Units, but only in
an amoumt equal to the difference between (i) the number of i
Outstanding Units then held by such Existing Hotder
subject to such Submitted Bid and (ii) the number of
QOuistanding Units obtained by multiplying (x) the number
of Remaining Units by {v) & fraction (the numerator of
which shalt be the number of Outstanding Units held by
such Existing Holder subject to such Submitted Bid and the
denominator of which shall be the sum of the number of
Outstanding Units subject to such Submitted Bids made by
all such Existing Holders that specified a rate equal to the
Winning Bid Rate): and

b it v

e. The Submitted Bid of each Potential Holder
specifying a rate that is equal to the Winning Bid Rate shall
be accepted. but only in an amount equal to the number of
Outstanding Units obtained by multiplying (x) the
difference between the Available Units and the number of
Outstanding Units subject to Submitted Bids described in
subparagraphs b. ¢, and d of this paragraph | by (y) a
fraction (the numerator of which shall be the number of
Qutstanding Units subject to such Submitted Bid of such
Potential Holder and the denominator of which shalt be the
sum of the number of Outstanding Units subject to
Submitted Bids that specified rates equal to the Winning
Bid Rate submitied by all such Potential Holders).

L

If Sufficient Clearing Bids have not been made (other than
because all of the Qutstanding Units are subject to Submitted Hold
Orders), subject to the provisions of paragraph 4 of this subsection
(d). Submitted Orders shall be accepted or rejected in the following
order of priority and all other Submitted Bids shall be rejected:
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The Subminted Bids of each Existing Holder
specifying any rate that is oqual 10 or lower than the
Maximum Rate shall bc accepted, thus entitling such
Existing Holder to continue 10 hold the Outstanding Units
that are the subject of such Submitied Bids:

The Submitted Bids of each Potential Holder

specifying any rate thal is equal to or lower than the
Maximum Rate shall be acoepted. thus requiring such
Potential Holder to purchase the Qutstanding Units that are
the subject of such Submitted Bids; and

The Submitted Bids of cach Existing Holder
specifving any rate that is higher than the Maximum Rate
shall be rejected. and each Submitted Sell Order of each
Existing Holder shall be accepted, thus requiring such
Existing Holder to scli the Outstanding Units that are the
subject of cach such Submitted Bid or Submitted Sell
Order. in both cases only in an amount equal to the
difference between (i) the number of Qutstanding Units
then held by such Existing Holder subject to such
Submitted Bid or Submitted Sell Order and (ii) the number
of Outstanding Units obtained by multiplying (x) the
difference between the Available Units and the aggregate
number of Outstandine Units subject to Submitted Bids
described in subpa -..aphs a and b of this paragraph 2 by
(v} a fraction (the numerator of which shall be the number
of Qutstanding Units held by such Existing Holder subject
to such Submitted Bid or Submitted Sell Order and the
denominator of which shall be the number of Quistanding
Units subject to all such Submitted Bids and Submitted Seil
Orders of Existing Holders).

If all of the Outstanding Units are the subject of Submitted

Hold Orders. all Submitted Bids shal be rejected.

If. as a result of the procedures described in paragraph 1 or

2 of this subsection {d). any Existing Holder would be entitled to
hold or required to sell. or any Potential Holder would be required
to purchase. a fraction of a Unit on any Auction Date, the Trust
Company -shail. in such manner as. in its sole discretion. it shall
determine. round up or down the number of Units to be held or
sold by any Existing Holder or purchased by any Potential Holder
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(a)

(b

on such Auction Date so that the number of Units held or sold by
each L:xisting Holder or purchased by any Potential Holder on such
Auction Date shall be a whole number of Units.

s. I, as a result of the procedures described in paragraph | of
this subsection (d). any Potential Holder would be entitled or
required to purchase less than a whole Unit on any Auction Date,
the Trust Company shall. in such manner as, in its sole discretion.
it shall determine, allocate Units for purchuase among Potential
Holders so that only whole Units are purchased on such Auction
Date by any Potential Holder. even if such allocation results in one
or more of such Potential Holders not purchasing Units on such
Auction Date.

6. Based on the results of cach Auction. the Trust Company
shall determine the aggregate number of Qutstanding Units to be
purchased and the aggregate number of Outstanding Units to be
sold by Potential Holders and Existing Holders on whose behalf
each Broker-Dealer submitied Bids or Scii Orders and, with respect
to each Broker-Dealer. to the extent that such aggregate number of

Jnits to be sold differ, determine to which other Broker-Dealer or
Broker-Dealers acting for one or more purchasers such Broker-
Dealer shall deliver, or from which other Broker-Dealer or Broker-
Dealers acting for onc or more scllers such Broker-Dealer shall
receive, as the case may be, Units.

cOous.

So long as the Applicable Rate is based on the results of an Auction, an
Existing Holder (i) may sell. transfer or otherwise dispose of shares of Series A
Stock only in Units and only pursuant to a Bid or Sell Order in accordance with
the Auction Procedurcs, or 1o or through a Broker-Dealer or to a Person that has
delivered a signed copy of a Master Purchaser’s Letter to the Trust Company:
provided that. in the case of all transfers other than pursuant to Auctions. such
Existing Holder or its Broker-Dealer or its Agent Member advises the Trust
Company of such transfer. and (i) shall have the ownership of the shares of Series
A Stock held by it maintained in book entry form by the Securities Depository in
the account of its Agent Member. which in turn will maintain account records of
such Existing Holder's beneficial ownership.

Neither the ('oﬁ\pany nor any Affiliate thereof may submit an Order in any
Auction.
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() All references to time of dav refer to New York City time.

1d) From and dunng the continuance of a Payvment Failure and during any
peniod in which there shall not tw a Securities Depository. shares of Series A
Stock may be registered for transfer or exchange and new certificates issued upon
surrender of the old ceruficates properly endorsed for transfer. with (i) all
necessary endorsers’ signatures guaranteed in such manner and form as the Trust
Company (or such other transfer agent or registrar) may require by a guarantor
reasonably behieved by the Trust Company (or such other transfer agent or
registrar) (o be responsible. (1) accompanied by such assurances as the Trust
Conipany (or such other transfer agent or registrar) shall decem necessary or
appropriate to cvidence the genuineness and effectiveness of each neccssary
endorsement and (i11) satisfactony evidence of conipliance with all applicable laws
relating 1o the collection of taxes or funds necessary for the payment of such
taxes.

) Commencing with the Dividend Payment Date for which a Payment
Failure occurs. the Company or an AfTihate thereof, at the option of the Company.
may perform any of the tfunctions to be performed by the Trust Company or the
Securities Depository set forth heren.

N The Board of Directors of the Company may interpret the provisions of
the Auction Procedures as set forth herein to resolve any inconsistency or
ambiguity which may anse or be revealed in connection therewith, and. if such
inconsistency or ambiguity reflects an inaccurate provision hereof, the Board of
Directors of the Company may. in appropriate circumstances. authorize the filing
of a corrected Articles of Amendment.

() Shares of Series A Stock which have been redeemed or otherwise acquired
by the Company or any Affiliate are not subject to reissuance as Series A Stock.

Redemption

‘The shares of Series A Stock shall be subject to redemption. in whole or in part on
any Dividend Payment Date, upon the notice and in thc manner and with the effect
provided in Anticle Fifth of these Anticles: provided that if such Article Fifth is amended
to grant the Company’s Board of Directors in certain instances the authority to determine
the time. form and manner of a notice of redemption. from and afier the date such
amendment becomes effective, publication of notice of the redemption of the Senes A
Stock shall not be required and notice of such redemption shall be sufficient if mailed at
Icast thirty (30) days™ prior to redemption to the holders of record of the Scries A Stock
s+ 10 be redeemed. at their respective addresses as the same shall appear on the books of
the Company, but no failure to mail a particular notice nor any defect therein or in the
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mailing thereof shall atfect the vaiidity of the proceedings for the redemption of those
shares of Senies A Stock for which proper notice has been given; provided further that all
other terms of Article Fifth. as amended. relating to the redemption of shares of Preferred
Stock and Preferred Stock (without par value) shall continue to apply o the redemption
of the Senes A Stock. The notice of redemption shall include a statement setting forth (i)
‘the number of shares of the Scries A Stock to be redeemed (if applicable to be
denominated in Units). (ii) the date fixed for redemption and (iii) the redemption price.

So long as shares of Series A Stock are held of record by the nominee of the Securities
Depository. the Company need only give notice to the Securitics Depository of any such
redemption.  The redemption price or prces applicable to shars of said series shall be
$100.00 per share plus accrued and unpaid dividends to the date of redemption  Unless
the shares of Scries A Stock shall have been registered for transfer and exchange as
provided in subsection (d) of Section (5). redemptions shall be made only in whole Units.

v Voluntary or Involuntany | iguidation.
The preferential amounts to which the holders of Scries A Stock shall be entitled
upon any voluntary or involuntan liguidation. disselution or winding up of the Company,

in addition to dividends accumulated but unpaid thereon. shall be $100 per share.

(&) Stated Value.

Fhe stated value of the Senes A Stock shall be $100 per share.

B. . The Company
has classitied 250.000 sharcs of the Preferred Stock (without par value) as a series of such
Preferred Stock designated as “$5.875 Cumulative Preferred Stock (without par value).” The
preferences. rights. qualifications and restrictions of the shares of the “$5.875 Cumulative
Preferred Stock (without par value),” shall be as follows:

(hH The annual dividend payable in respect of each share of said series shall be
$5.875. and the imtial dividend in respect of cach share of said scries shall be payable on July 15.
1993, when and as declared by the Board of Directors of this Company. to holders of record on
June 30, 1993, and will accrue from the date of original issuance of said series: thereafter, such
dividends shall be payable on January 15, Apnl 15, July 15 and October 15 in each year (or the
next business date thereafter in cach case). when and as declared by the Board of Directors of this
Company. for the quarter-y early period ending on the last business day of the preceding month.

) The shares of said series are not subject to redemption prior to July 1,
1998 On and after July 1. 1998, the shares of said series shall be subject to redemption, in
whole or in part, in the manner and with the effect provided in these Articles: and the redemption
price or prices applicable to shares of said series shall be $105.875 per share plus accrued and
unpaid dividends to the date of redemption if such date of redemption is on or subsequent to July
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1. 1998, and prior to-July 1. 1999 $104.,00 per share plus accrued and unpaid dividends to the
date of redemption if such date of redemption is on or subsequent to July 1. 1999. and prior to
July 1. 2000: $103.525 per share plus accrued and unpaid dividends to the date of redemption if
such date of redemption is on or subsequent to July 1. 2000. and prior to July 1. 2001; $102.350
per share plus accrued and unpaid divideads 1o the date of redemption if such date of redemption
is on or subsequent to July 1. 2001, and prior to July 1. 2002; $101.175 per share plus accrued
and unpaid dividends 10 the date of redemption if such date of redemption is on or subsequent 1o
July 1. 2002. and prior to July 1. 2003: and $100.000 per share plus accrued end unpaid
dividends thereafter.

Notice of every such redemption shali be mailed at least thirty (30) days prior to
redemption to the holders of record of the $5.875 Cumulative Preferred Stock (without par value)
so to be redeemed. at their respective addresses as the same shall appcar on the books of the
Company. but no failurc to mail a particular notice nor any defect therein or in the mailing
thereof shall affect the validity of the proceedings for the redemption of those shares of $5.875
Cumulative Preferred Stock (without par value) for which proper notice has been given.

(3)  Solong as any shares of said series shall remaip outstanding. the Company
shall on or before July 15. 2003. and on or before July 15 of cach year thereafier to and including
July 15, 2007. set aside. separate and apart from its other funds. an amount cqual to $1,250,000
{or such lesser amount as may be sufficient w redeem all of the shares of said scries then
outstanding) and shall on or before July 15. 2008 (each such July 5 being hereinafter in this
Section 3 called a “Sinking Fund Redemption Date”™). set aside. separate and apart from its other
funds. an amount equal to $18.750.000 (or such lesser amount as may be sufficient to redeem all
the shares of said senies then outstanding ) as a mandatory sinking fund payment for the exclusive
benefit of shares of said senes. plus such further amount as shall equal the accrued and unpaid
dividends on the shares of said series to be redeemed out of such payment (as hereinafier in this
Section 3 provided) through the day preceding the applicable Sinking Fund Redemption Date.
The obligation of the Company 1o make such payment shall be cumulative, so that if for any
reason the full amount thereof shall not be set aside for any year. the amount of the deficiency
from time to time shall be added 10 the amount duc from the Company on subsequent Sinking
Fund Redemption Dates (or. if such deficiency exists on July 15, 2008. on subsequent quarterly
dividend pavment dates thereafier for such series) uniil the deficiency shall have been fully
satisfiecd. The Company shall be entitled to credit against any such mandatory sinking fund
pavment shares of said series redcemned by the Company at the Company s option, purchased by
the Company in the open market or otherwise acquired by the Company. except through
application of any sinking fund payment. and not theretofore so credited, at the sinking fund
redemption price hercinafter specified in this Section 3.

Any amounts set aside by the Company pursuant to this Section 3 shall be applied
on the date of such setting aside if a Sinking Fund Redemption Date or otherwise on the first
Sinking Fund Redemiption Date occurring thercafter to the redemption of shares of said series at
$100).000 per share. plus accrued and unpaid dividends through the day preceding the applicable
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Sinking Fund Redemption Date. in the manner and upon the notice provided in Section 2 of ts
subarticle B. If anv Sinking Fund Redemption Date shall be a Saturday. Sunday or other day on
which banking institutions in Louisville. Kentucky are authorized or obligated to remain closed.
such term shall be construed to refer to the ne .t preceding business day.

Notwithstanding anything to the contrary set forth above, no sinking fund
payments on the shares of said series of $5.875 Cumulative Preferred Stock shall be made: (1)
unless the full dividends on all shares of Preferred Stock and Preferred Stock (without par value)
at the time outstanding for all past dividend periods shall have been paid or declared and set apart
for payment or (ii) if such sinking fund payment would be contrary 1o applicable law.

(4)  The preferential amounts to which the holders of shares of such senes
siiall be entitled upon any liquidation. dissolution or winding up of the Company in addition to
dividends accumulated but unpaid thereon. shall be $100.000 per share in the event of any
voluntary liquidation, dissoiution or winding up of the Company. except that if such voluntary
liquidation. dissolution or winding up of the Company shall have been approved by the vote in
favor thereof given at a meeting called for that purpose or by the written consent of the holders of
a majority of the total shares of the $5.875 Cumulative Preferred Stock (without par value) then
outstanding, the amount so payable on such voluntary liquidation. dissolution or winding up
shall be $100.000 per share; or $100.000 per share. in the event of any involuntary liquidation,
dissolution or winding up of the Company.

{5)  The shares of said series of $5.875 Cumulative Preferred Stock (without
par value) shall be subject to al other terms. provisions and restrictions set forth in these Articles
with respect to the shares of the Preferred Stock (without par value) and, excepting only as to the
rates of dividend payvable in respect of the shares of said series, the dividend periods and
dividend payment dates. the redemption price or prices applicable 1o the shares of said series, the
sinking fund provisions applicable 1o the shares of said series. and the liquidation price
applicable 10 .hares of said series. shall have the same relative rights and preferences as, shall be
of equal rank with. and shall confer rights equal to those conferred by, all other shares of the
Preferred Stock (without par value) of the Company.

(6)  The stated value of the shares of said series shall be $100.00 per share.”
The undersigned hereby certifies that the Articles of Amendment and Restated Articles of
Incorporation correctly sets forth the corresponding Articles of Incorporation as amended and
that these Articles of Amendment and Restated Articles of Incorporation supersede the original

Articles of Incorporation and any amendments and corrections thereto.

Leuisville Gas and Electric Company

QR McCall. Executive Vice President.

Secretary and General Counsel

MR RPN DI ITY MASTIER Iu
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November 4, 1996 |

RE: Louisville Gas and Electric Company
Dear Sir:
Enclosed for filing is an original and two conformed copics of the Articles of Amendment and

Restated Asticles of Incorporation of Louisville Gas and Electric Company, together with a check
in the smount of $80 1o cover the filing fees.

BT L CRPRPC P P Y SERVE P VST RN SR TSR Pt U g Com Bl St el s s vt

Pilease file the Restatemers end return two file stamped copies 10 me as soon as possible. ;
Thanks for your assistance. If you have any questions, please call me at (502) 627-4947. J
":["* / R
ML;uhnson
Corporate Affairs Coordinator

enclosures
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ARTICLES OF MERGER

. OF
KU ENERGY CORPORATION INTO

LG&E ENERGY CORP.

Pursuant to the provisions of Section 271B.11-050 of the Kentucky Business Corporation
Act and the Agreement and Plan of Merger, dated as of May 20, 1997 (the “Plan of Merger”) by
and between KU Energy Corporation, a Kentucky corporation (“KU Energy”), and LG&E

Energy Corp., a Kentucky corporation (“LG&E Energy”), LG&E Energy hereby submits the
following Articles of Merger:

1. The Plan of Merger, as approved and adopted by separate resolution of the
respective Board of Directors of KU Energy and LG&E Energy at their respective
meetings on May 20, 1997, is attached hereto and made a part hereof as Annex A.
Pursuant to the Plan of Merger upon effectiveness of the merger, KU Energy will
be merged with and into LG&E Energy, with LG&E Energy as the surviving
entity and, each issued- and outstanding share of common stock of KU Energy
(except shares held by KU Energy shareholders who perfect dissenters’ rights
with respect thereto), together with associated stock purchase- rights, will be
cancelled and converted into 1.67 shares (the “Exchange Ratio™) of common stock
of LG&E Energy, together with associated stock purchase rights.

2. The holders of LG&E Energy common stock approved the Plan of Merger at a
special meeting of LG&E Energy shareholders on October 14, 1997 (the “LG&E
Energy Meeting”). The designation, number of outstanding shares, and number of
votes entitled to be cast by each voting group entitled to vote separately on the
Plan of Merger at the LG&E Energy Meeting was as follows:

Designation Number of _ Number of votes
outstanding shares entitled to be cast
Common Stock 66,486,875 . 66,486,875
3. The total number of undisputed votes ~ast for approval of the Plan of Merger by

the above mentioned voting group at the LG&E Energy Meeting was
51,148,571.327, and that number was sufficient for approval of the Plan of
Merger by that voting group.

4. The holders of KU Energy common stock approved the Plan of Merger at a
special meeting of KU Energy shareholders on October 14, 1997 (the “KU Energy
Meeting”). The designation, number of outstanding shares, and number of votes




entitled to be cast by each voting group entitled to vote separately on the Plan of
Merger at the KU Energy Meeting was as follows:

Designation Number of Number of votes
_ ' outstanding shares entitled to be cast
Common Stock 37,817,517 37,817,517
5. The total number of votes cast for approval of the Plan of Merger by the above

mentioned voting group at the KU Energy Meeting was 29,113,099, and that
number was sufficient for approval of the Plan of Merger by that voting group.

6. The effective time and date of these Articles of Merger and the merger effectuated
hereby in the Commonwealth of Kentucky shall be 7:30 am. E.D.T. on May 4,
1998.

Dated: @,Z 30, 1998.

LG&E ENERGY CORP.

By: 70\/9%0\

Name: Ho/a va /'/0/4
Title: C4e, ers /_Js

Chisff Epoca 5o ﬂ/cq




_ - CoRY,

AGREEMENT AND PLAN OF MERGER
|  BY AND BETWEEN
LG&E ENERGY CORP.
| AND |
KU ENERGY CORPORATION

DATED AS OF MAY 20, 1997
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v AGREEMENT AND PLAN OF MERGER, dated as of May 20, 1997

(this "Agreement"), by and betwae. LG&E Energy Corp., a Kentucky

corporation ("LG&E Energy") and KU Energy Corporation, a Kentucky
corporation ("KU Energy").

WHEREAS, LG&E Enezgy and KU Energy have .z2termined to
engage in a business combination transaction as peer firms in a
merger of equals;

WHEREAS, in furtherance thereof, the respective Boards
of Directors of LG&E Energy and KU Energy have approved the
merger of KU Energy with and into LG&E Energy pursuant to the
terms and conditions set forth in this Agreement (such
transaction referred to herein as the "Merger");

WHEREAS, the Board of Directors of LG&E Energy and the
Board of Directors of KU Energy have approved and KU Energy has
executed an agreement with LG&E Energy in the form of Exhibit A
(the "KU Energy Stock Option Agreement") whereby KU Energy has
granted LG&E Energy an option to purchase shares of its common
stock upon the terms and conditions provided in such agreement;

WHEREAS, the Board of Directors of LG&E Energy and the
Board of Directors of KU Energy have approved and LG&E Energy has
executed an agreement with KU Energy in the form of Exhibit B
(the "LG&E Energy Stock Option Agreement") whereby LG&E Energy
has granted KU Energy an option to purchase shares of its common
stock upon the terms and conditions provided in such agreement;
and

WHEREAS, for federal income tax purposes, it is
intended that the Merger will qualify as a reorganization within
the meaning of Section 368(a) of the Code (as defined in Section

4.9(e));
NOW THEREFORE, in consideration of the premises and the
representations, warranties, covenants and agreements contained

herein, the parties hereto, intending to be legally bound hereby,
agree as follows:

ARTICLE I

THE MERGER

Sectinn 1.1 The Merger. TUpon the terms and subject to
the conditions of this Agreement:

At the Effective Time (as defined in Section 1.3), KU
Energy shall be merged with and into LG&E Energy in accordance
with the laws of the Commonwealth of Kentucky. LG&E Energy shall
be the surviving corporation in the Merger and shall continue its
corporate existence under the laws of the Commonwealth of
Kentucky. The effects and the consequences of the Merger shall




be as set forth in Section 1.2 and, with réspect to the capital
stock of LG&E Energy and KU Energy, as set forth in Article II.

Section 1.2 Effects of the Merger.

At the Effective Time, (i) the articles of
incorporation of LG&E Energy shall be amended and restated as
provided in Section 7.18 hereof and shall be the articles of
incorporation of the surviving corporation (the "Surviving
Corporation" or the "Company") in the Merger (the "Articles of
Incorporation") until thereafter amended as provided by law and
the Articles of Incorporation, and (ii) the bylaws of LG&E Energy
shall be amended and restated as provided in Section 7.18 hereof
and shall be the bylaws of the Surviving Corporation (the
"Bylaws") until thereafter amended as provided by law, the
Articles of Incorporation and the Bylaws. Subject to the
foregoing, the additional effects of the Merger shall be as
provided in the applicable provisions of the Kentucky Business
Corporation Act (the "KBCA").

Section 1.3 Effective Time of the Merger. On the
Closing Date (as defined in Section 3.1), with respect to the
Merger, articles of merger complying with the requirements of the
KBCA shall be filed with the Secretary of State of the
Commonwealth of Kentucky. The Merger shall take effect upon the
effective date of the articles of merger filed with the Secretary
of State of the Commonwealth of Kentucky (the "Effective Time").

ARTICLE II
TREATMENT OF SHARES

Section 2.1 Effect of the Merger on Capital Stock.

At the Effective Time, by virtue of the Merger and
without any action-on the part of any holder of any capital stock
of KU Energy or LG&E Energy:

(a) Cancellation of Certain KU Energy Stock. Each
share of Common Stock, no par value, of KU Energy (the "KU
Energy Common Stock"), together with the associated purchase
rights (the "KU Energy Rights") under the KU Energy Rights
Agreement (as defined in Section 4.19), that is owned by KU
Energy as treasury stock, by subsidiaries of KU Energy, by
LG&E Energy or by any subsidiaries of LG&E Energy shall be

cancelled and cease to exist.

(b) Conversion of KU Energy Common Stock. Each issued
and outstanding share of KU Energy Common Stock together
with the associated KU Energy Rights (other than shares
cancelled pursuant to Section 2.1(a) and KU Energy
Dissenting Shares (as hereinafter defined)), shall be
cancelled and converted into the right to receive




1.67 (the "Exchange Ratio") fully paid and non-assessable
shares of common stock, without par value, of LG&E Energy

("LG&E Energy Common Stock"), together with the associated
purchase rights (the "LG&E Energy Rights") under the LG&E
Enery /s Rights Agreement (as defined in Section 5.159). Upon

such cancellation and conversion, each holder of a
certificate formerly representing any such shares of KU
Energy Common Stock and, prior to the Distribution Date (as
defined in the KU Energy Rights Agreement), the associated
KU Energy Rights shall cease to have any rights with respect
thereto, except (i) the right to receive the shares of LG&E
Energy Common Stock and LG&E Energy Rights to be issued in
consideration therefor upon the surrender of such
certificate in accordance with Section 2.3 or (ii) the
rights afforded pursuant to the KBCA and Section 2.2 hereof.

(c) No Change to LG&E Energy Common Stock. Each
issued and outstanding share of LG&E Energy Common Stock
(other than LG&E Energy Dissenting Shares (as defined in
Section 2.2(b)), together with the LG&E Energy Rights, shall
remain outstanding and shall continue to represent one fully
paid and nonassessable share of LG&E Energy Common Stock
together with the LG&E Energy Rights.

Section 2.2 Dissenting Shares.

(a) Shares of KU Energy Common Stock together with the
associated KU Energy Rights held by any holder entitled to relief
as a dissenter under Sections 271B.13-010 through 271B.13-310 of
the KBCA (the "KU Energy Dissenting Shares") shall not be
converted into the right to receive shares of LG&E Energy Common
Stock and LG&E Energy Rights in accordance with Section 2.1(b) of
this Agreement but shall be cancelled and converted into such
consideration as may be due with respect to such shares pursuant
to the applicable provisions of the KBCA unless and until the
right of such holder to receive fair value for such KU Energy
Dissenting Shares terminates in accordance with Sections 271B.13-
230 or 271B.13-280 of the KBCA. If such right is terminated
otherwise than by the purchase of such shares by LG&E Energy,
then such shares shall cease to be KU Energy Dissenting Shares
and shall represent the right to receive LG&E Energy Common Stock
»nd LG&E Energy Rights, as provided in Section 2.1(b).

{(b) Shares of LG&E Energy Common Stock together with
the associated LG&E Energy Rights held by any holder entitled to
relief as a dissenter under Sections 271B.13-010 through 271B.13-
310 of the KBCA (the "LG&E Energy Dissenting Shares") shall not
remain outstanding in accordance with Section 2.1l(c) of this
Agreement but shall be cancelled and converted into such
consideration as may be due with respect to such shares pursuant
to the applicable provisions of the KBCA unless and until the
right of such holder to receive fair value for such LG&E Energy
Dissenting Shares terminates in accordance with Sections 271B.13-
230 or 271B.13-280 of the KBCA. If such right is terminated




otherwise than by the purchase of such shares by LG&E Energy,
then such shares shall cease to be LG&E Energy Dissenting Shares
and shall continue to represent shares of LG&E Energy Common
Stock and LG&E Energy Rights, as provided in Section 2.1l (c).

Section 2.3 Exchange of Certificates.

{a) Deposit with Exchange Agent. As soo0n as
practicable after the Effective Time, LG&E Energy shall deposit
with a bank or trust company mutually agreeable to KU Energy and
LG&E Energy (the "Exchange Agent"), certificates representing
shares of LG&E Energy Common Stock and associated LG&E Energy
Rights required to effect the exchanges referred to in Section
2.1, together with cash payable in respect of fractional shares
pursuant to Section 2.3(4).

(b) Exchange Procedures. As soon as practicable after
the Effective Time, the Exchange Agent shall mail to each holder
of record of a certificate or certificates which immediately
prior to the Effective Time represented outstanding shares of KU
Energy Common Stock f{and KU Energy Rights) (the "Certificates")
that were converted (the "Converted Shares”") into the right to
receive shares of LG&E Energy Common Stock (and LG&E Energy
Rights) (the "LG&E Energy Shares") pursuant to Section 2.1(b) a
letter of transmittal (which shall specify that delivery shall be
effected, and risk of loss and title to the Certificates shall
pass, only upon actual delivery of the Certificates to the
Exchange Agent) and {(ii) instructions for effecting the surrender
of the Certificates in exchange for certificates representing
LG&E Energy Shares. Upon surrender of a Certificate to the
Exchange Agent for cancellation (or to such other agent or agents
as may be appointed by agreement of LG&E Energy and KU Energy),
together with a duly executed letter of transmittal and such
other documents as the Exchange Agent may require, the holder of
such Certificate shall be entitled to receive in exchange
therefor a certificate representing that number of whole LG&E
Energy Shares which such holder has the right to receive pursuant
to the provisions of this Article II. 1In the event of a transfer
of ownership of Converted Shares which is not registered in the
transfer records of KU Energy, a certificate representing the
proper number of LG&E Energy Shares may be issued to a transferee
if the Certificate representinag such Converted Shares is
presented t¢ the Exchange Agent, accompanied by all documents
required to evidence and effect such transfer and by evidence
satisfactory to the Exchange Agent that any applicable stock
transfer taxes have been paid. Until surrendered as contemplated
by. this Section 2.3, each Certificate shall be deemed at any time-
after the Effective Time to represent only the right to receive
upon such surrender the certificate representing LG&E Energy
Shares and cash in lieu of any fractional shares of LG&E Energy
Common Stock as contemplated by this Section 2.3.

(c) Distributions with Respect to Unexchanged Shares.
No dividends cr other distributions declared cor made after the




Effective Time with respect to LG&E Energy Shares with a record
date after the Effective Time shall be paid to the holder of any
unsurrendered Certificate with respect to the LG&E Energy Shares
represented thereby and no cash payment in lieu of fractional
shares shall be paid to any such holder pursuant to Section
2.3(d) until the holder of record of such Certificate shall
surrender such Certificate in accordance with this Section 2.3.
Subject to the effect of unclaimed property, escheat and other
applicable laws, following surrender of any such Certificate,
there shall be paid to the record holder of the certificates
representing whole LG&E Energy Shares issued in exchange
therefor, without interest, (i) at the time of such surrender,
the amount of any cash payable in lieu of a fractional share of
LG&E Energy Common Stock to which such holder is entitled
pursuant to Section 2.3(d) and the amount of dividends or other
distributions with a record date after the Effective Time paid
prior to the time of such surrender with respect to such whole
LG&E Energy Shares and (ii) at the appropriate payment date, the
amount of dividends or other distributions with a record date
after the Effective Time but prior to surrender and a payment
date subsequent to surrender payable with respect to such whole
LG&E Energy Shares.

(d) No Fractional Securities. Notwithstanding any
other provision of this Agreement, no certificates or scrip
representing fractional shares of LG&E Energy Common Stock shall
be issued upon the surrender for exchange of Certificates and
such fractional shares shall not entitle the owner thereof to
vote or to any other rights of a holder of LG&E Energy Common
Stock. A holder of KU Energy Common Stock who would otherwise
have been entitled to a fractional share of LG&E Energy Common
Stock shall be entitled to receive a cash payment in lieu of such
fractional share in an amount equal to the product of such
fraction multiplied by the average of the last reported sales
price, regular way, per share of LG&E Energy Common Stock on the
New York Stock Exchange ("NYSE") Composite Tape for the ten
business days prior to and including the last business day prior
to the day on which the Effective Time occurs.

(e) Closing of Transfer Books. From and after the
Effective Time the stock transfer books of KU Energy shall be
clcsed and n> transfer of any capital stock of KU Energy or KU
Energy Rights shall thereafter be made. If, after the Effective
Time, Certificates are presented to KU Energy, they shall be
cancelled and exchanged for certificates representing the
appropriate number of LG&E Energy Shares, and/or cash payments in
lieu of any fractional shares, as provided in Section 2.1 and in
this Section 2.3.

(£) Termination of Exchange Agent. Any certificates
representing LG&E Energy Shares deposited with the Exchange Agent
pursuant to Section 2.3(a) and not exchanged within six months
after the Effective Time pursuant to this Section 2.3 shall be
returned by the Exchange Agent to the Companv. whiah =shall




thereafter act as Exchange Agent. All funds held by the Exchange
Agent for payment to the holders of unsurrendered Certificates
and unclaimed at the end of six months from the Effective Time
shall be returned to the Company, after which time any holder of
unsurrendered Certificates shall look as a general creditor only
to the Company for payment of such funds to which such holder may
be due, subject to applicable law. Neither the Company nor the
Exchange Agent shall be liable to any perscn for such shares or
funds delivered to a public official pursuant to any applicable
abandoned property, escheat or similar law.

ARTICLE III
THE CLOSING

Section 3.1 Closing. The closing of the Merger (the
"Closing") shall take place at the offices of Gardner, Carton &
Douglas, 321 North Clark Street, Chicago, Illinois at 10:00 A.M.,
local time, on the second business day immediately following the
date on which the last of the conditions set forth in Article
VIII hereof is fulfilled or waived, or at such other time and
date or other place as LG&E Energy and KU Energy shall mutually
agree in writing (the "Closing Date").

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF KU ENERGY

KU Energy represents and warrants to LG&E Energy as

follows:

Section 4.1 Organization and Qualification. Except as

set forth in Section 4.1 of the KU Energy Disclosure Schedule (as
defined in Section 7.6(ii)), each of KU Energy and each KU Energy’
Subsidiary (as defined below) is a corporation duly organized,
validly existing and in good standing under the laws of its
jurisdiction of incorporation or organization, has all requisite
corporate power and authority, and has been duly authorized by
all necessary approvals and orders, to own, lease and operate its
assets and properties to the exten% owned, leased and operated
and to carry on its business as it is now being conducted and 1is
duly qualified and in good standing to do business in each
jurisdiction in which the nature of its business or the ownership
or leasing of its assets and properties makes such gualification
necessary. As used in this Agreement, (a) the term "subsidiary"
of a person shall mean any corporation or other entity (including
partnerships and other business associations) of which at least a
majority of the outstanding capital stock, other voting
securities or voting or other membership interests having voting
power under ordinary circumstances to elect directors or similar
members of the governing body of such corporation or entity shall
at the time be held, directly or indirectly, by such person, (b)




the term "KU Energy Subsidiary" shall mean those of the
subsidiaries or partnership interests of KU Energy identified as
KU Energy Subsidiaries in Section 4.2 of the KU Energy Disclosure
Schedule and (c) the term "Direct Subsidiary" shall be deemed to
mean KU Energy Subsidiaries or LG&E Energy Subsidiaries (as
defined in Section 5.1), as the case may be.

Section 4.2 Subsidiaries. Section 4.2 of the KU

Energy Disclosure Schedule sets forth a description as of the
date herecof of all subsidiaries and joint ventures of KU Energy,
including (a) the name of each such entity and KU Energy’s
interest therein, and (b) as to each KU Energy Subsidiary and KU
Energy Joint Venture (as defined below), a brief description of
the principal line or lines of business conducted by each such
entity. Except as set forth in Section 4.2 of the KU Energy
Disclosure Schedule, none of the KU Energy Subsidiaries is a
“public utility company®, a "holding company", a "subsidiary
company" or an "affiliate" of any public utility company within
the meaning of Section 2(a) (5), 2{(a)(7), 2(a) (8) or 2(a) (11) of
the Public Utility Holding Company Act of 1935, as amended (the
"1935 Act"), respectively. Except as set forth in Section 4.2 of
the KU Energy Disclosure Schedule, all of the issued and
outstanding shares of capital stock of each KU Energy Subsidiary
are validly issued, fully paid, nonassessable and free of ‘
preemptive rights, and are owned, directly or indirectly, by KU
Energy free and clear of any liens, claims, encumbrances,
security interests, equities, charges and options of any nature
whatsoever and there are no outstanding subscriptions, options,
calls, contracts, voting trusts, proxies or other commitments,
understandings, restrictions, arrangements, rights or warrants,
including any right of conversion or exchange under any
outstanding security, instrument or other agreement, obligating
any such KU Energy Subsidiary to issue, deliver or sell, or cause
to be issued, delivered or sold, additional shares of its capital
stock or obligating it to grant, extend or enter into any such

agreement or commitment. As used in this Agreement, (a) the term
- “joint venture" of ‘a person shall mean any corporation or other
entity (including partnerships and other business associations)
that is not a subsidiary of such person, in which such person or
one or more of its subsidiaries owns an equity, voting or other
membership interest having voting power under ordinary
circumstances to elect directors or similar members of the
governing body of such corporation or entity, other than equity,
voting or other membership interests held for passive investment
purposes which are less than 5% of any class of the outstanding
voting securities or equity or other voting or membership
interests of any such entity and (b) the term "KU Energy Joint
Venture" shall mean those of the joint ventures of KU Energy or
any KU Energy Subsidiary identified as a KU Energy Joint Venture
in Section 4.2 of the KU Energy Disclosure Schedule. With
respect to the subsidiaries and joint ventures of KU Energy that
are not KU Energy Subsidiaries (the "KU Energy Unrestricted
Subsidiaries”): (i) except as set forth in Section 4.2 of the KU
Energy Disclosure Schedule, (A) neither KU Energy nor any KU




Energy Subsidiary is liable for any obligations or liabilities of
any KU Energy Unrestricted Subsidiary as of the date of this
Agreement, and (B) neither KU Energy nor any KU Energy Subsidiary
is obligated to make any loans or capital contributicns to, or to
undertake any guarantees or obligations with respect to, KU
Energy Unrestricted Subsidiaries as of the date of this
Agreement, and (ii) the aggregate book wvalue as of December 31,
1996, of KU Energy’s investment in the XU Energy Unrestricted
Subsidiaries was not in excess of $32 million.

Section 4.3 Capitalization. (a) The authorized
capital stock of KU Energy consists of 160,000,000 shares of KU
Energy Common Stock and 20,000,000 shares of KU Enerqgy preferred
stock, without par value ("KU Energy Preferred Stock"). Aas of
the close of business on May 16, 1997, there were issued and
outstanding 37,817,878 shares of KU Energy Common Stock and no
shares of KU Energy Preferred Stock were outstanding. All of the
issued and outstanding shares of the capital stock of KU Energy
are, and any shares of KU Energy Common Stock issued pursuant to
the KU Energy Stock Option Agreement will be, upon payment
therefor in accordance with the terms of such agreement, validly
issued, fully paid, nonassessable and free of preemptive rights.
Except as set forth in Section 4.3(a) of the KU Energy Disclosure
Schedule, as of the date hereof, there are no outstanding
subscriptions, options, calls, contracts, voting trusts, proxies
or other commitments, understandings, restrictions, arrangements,
rights or warrants, including any right of conversion or exchange
under any outstanding security, instrument or other agreement,
obligating KU Energy or any of the KU Energy Subsidiaries to
issue, deliver or sell, or cause to be issued, delivered or sold,
additional shares of the capital stock of KU Energy, or
obligating KU Energy to grant, extend or enter into any such
agreement or commitment, other than the KU Energy Rights and
under the KU Energy Stock Option Agreement. Other than in
connection with the KU Energy Stack Option Agreement, there are
no outstanding stock appreciation rights of KU Energy which were
not granted in tandem with a related stock option and no
outstanding limited stock appreciation rights or other rights to
redeem for cash options or warrants of KU Energy.

(b) The authorized capital stock of Kentucky Utilities
Compary. a Kentucky and Virgi...a corporation and wholly owned
subsidiary of KU Energy ("KU"), consists of 80,000,000 shares of
common stock, without par value ("KU Common Stock"), and
5,300,000 shares of preferred stock, without par value but with a
maximum aggregate stated value of $200,000,000 ("KU Preferred
Stock"), and 2,000,000 shares of preference stock, without par
value ("KU Preference Stock"”). As of the close of business on
May 16, 13887 there were issued and outstanding 37,817,878 shares
of KU Common Stock (all cof which were owned by KU Energy), and
400,000 shares of KU Preferred Stock and no shares of KU
Preference Stock. All of the issued and outstanding shares of
the capital stock of KU are validly issued, fully paid,
nonassessable and free of preemptive rights. Except as set forth




in Section 4.3(b) of the KU Energy Disclosure Schedule, as of the
date hereof, there are no outstanding subscriptions, options,
calls, contracts, voting trusts, proxies or other commitments,
understandings, restrictions, arrangements, rights or warrants,
including any right of conversion or exchange unde: any
outstanding security, instrument or other agreement, obligating
KU or any of its subsidiaries to .issue, deliver or sell, or cause
to be issued, delivered or sold, additional shares of the capital
stock of KU, or obligating KU to grant, extend or enter into any
such agreement or commitment. There are no outstanding stock
appreciation rights of KU which were not granted in tandem with a
related stock option and no outstanding limited stock
appreciation rights or other rights to redeem for cash options or
warrants of KU.

‘ Section 4.4 Authority: Non-Contraventioh; Statutorvy
Approvals; Compliance.

{a) Authorityv. KU Energy has all requisite corporate
power and authority to enter into this Agreement and the KU
Energy Stock Option Agreement, and, subject to the KU Energy
Shareholders’ Approval {(as defined in Section 4.13) and the
applicable KU Energy Required Statutory Approvals (as defined in
Section 4.4(c)), to consummate the transactions contemplated
hereby or thereby. The execution and delivery of this Agreement
and the KU Energy Stock Option Agreement and the consummation by
KU Energy of the transactions contemplated hereby and thereby
have been duly authorized by all necessary corporate action on
the part of KU Energy, subject, in the case of this Agreement, to
cbtaining the KU Energy Shareholders’ Approval. Each of this
Agreement and the KU Energy Stock Option Agreement has been duly
and validly executed and delivered by KU Energy and, assuming the
due authorization, execution and delivery hereof and thereof by
the other signatories hereto and thereto, constitutes the valid
and binding obligation of KU Energy enforceable against it in
accordance with its terms.

{(b) Non-Contravention. Except as set forth in
Section 4.4 (b) of the KU Energy Disclosure Schedule, the
execution and delivery of this Agreement and the KU Energy Stock
Option Agreement by KU Energy do not, and the consummation of the
transactions contemplated hereby or thereby will not, in any
material respect, violate, conflict with, or result in a material
breach of any provision of, or constitute a material default
(with or without notice or lapse of time or both) under, or
result in the termination or modification of, or accelerate the
performance required by, or result in a right of termination,
cancellation, or acceleration of any cbligation or the loss of a
material benefit under, or result in the creation of any material
lien, security interest, charge or encumbrance ("Liens") upon any
of the properties or assets of KU Energy or any of the KU Energy
Subsidiaries or KU Energy Joint Ventures (any such violation,
conflict, breach, default, right of termination, modification,
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cancellation or acceleration, loss of a material benefit or
creation of a Lien, a "Violation" with respect to KU Energy, such
term when used in Article V having a correlative meaning with
respect to LG&E Energy) pursuant to any provisions of (i) the
articles of incorporation, bylaws or similar governing documents
of KU Energy or any of the KU .nergy Subsidiaries or the KU
Energy Joint Ventures, (ii) subject to obtaining the KU Energy
Required Statutory Approvals and the receipt of the KU Energy
Shareholders’ Approval, any statute, law, ordinance, rule,
regulation, judgment, decree, order, injunction, writ, permit or
license of any Governmental Authority (as defined in Section
4.4(c)) applicable to KU Energy or any of the KU Energy
Subsidiaries or the KU Energy Joint Ventures or any of their
respective properties or assets or (iii) subject to obtaining the
third-party consents set forth in Section 4.4(b) of the KU Energy
Disclosure Schedule (the "KU Energy Required Consents"), any
material note, bond, mortgage, indenture, deed of trust, license,
franchise, permit, concession, contract, lease or other
instrument, obligation or agreement of any kind to which KU
Energy or any of the KU Energy Subsidiaries or KU Energy Joint
Ventures is a party or by which it or any of its properties or
assets may be bound or affected.

(c) Statutory Approvals. No declaration, filing or
registration with, or notice to or authorization, consent or
approval of, any court, federal, state, local or foreign
governmental or regulatory body (including a stock exchange or
other self-regulatory body) or authority (each, a "Governmental
Authority") 1is necessary for the execution and delivery of this
Agreement or the KU Energy Stock Option Agreement by KU Energy or
the consummation by KU Energy of the transactions contemplated
hereby or thereby, except as described in Section 4.4 (c) of the
KU Energy Disclosure Schedule (the "KU Energy Required Statutory
Approvals", it being understood that references in this Agreement
to "obtaining" such KU Energy Required Statutory Approvals shall
mean making such declarations, filings or registrations; giving
such notices; obtaining such authorizations, consents or
approvals; and having such walting periods expire as are
necessary to avoid a violation of law).

(d) Compliance. Except as set forth in
Section 4.4(d), Section 4.10 or Section 4.11 of the KIJ Energy
Disclosure Schedule, or as disclo.ed in the KU Energy SEC Reports
(as defined in Section 4.5) filed prior to the date hereof,
neither KU Energy nor any of the KU Energy Subsidiaries nor, to
the knowledge of KU Energy, any KU Energy Joint Venture, is in
material violation of, is under investigation with respect to any
material violation of, or has been given notice or been charged
with any material violation of, any law, statute, order, rule,
regulation, ordinance or judgment (including, without limitation,
any applicable environmental law, ordinance or regulation) of any
Governmental Authority. Except as set forth in Section 4.4(d) of
the KU Energy Disclosure Schedule or in Section 4.11 of the KU
Energy Disclosure Schedule, KU Energy and the KU Energy
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Subsidiaries and KU Energy Jcint Ventures have all permits,
licenses, franchises and other governmental authorizations,
consents and approvals necessary to conduct their businesses as
presently conducted in all material respects. Except as set
forth in S2ction 4.4(d) of the KU Energy Disclosure Schedule,
neither KU Energy nor any of the KU Energy Subsidiaries nor, to
the knowledge of KU Energy, any KU Energy Joint Venture, 1is in
material breach or violation of or in material default in the
performance or observance of any term or provision of, and no
event has occurred which, with lapse of time or action by a third
party, could result in a material default under, (i) its articles
of incorpeoration or bylaws or (ii) any material contract,
commitment, agreement, indenture, mortgage, loan agreement, note,
lease, bond, license, approval or other instrument to which it is
a party or by which it is bound or to which any of its property
is subject. ’

Section 4.5 Reports and Financial Statements. Except
as set forth in Section 4.5 of the KU Energy Disclosure Schedule,
the filings required to be made by KU Energy and the KU Energy
Subsidiaries since January 1, 1991 under the Securities Act of
1933, as amended (the "Securities Act"), the Securities Exchange
Act of 1934, as amended (the "Exchange Act"), the 1935 Act, the
Federal Power Act, as amended (the "Power Act"), and applicable
state public utility laws and regulations have been filed with
the Securities and Exchange Commission (the "SEC"), the Federal
Energy Regulatory Commission (the "FERC") or the appropriate
state public utilities commission, as the case may be, including
all forms, statements, declarations, reports, agreements (oral or
written) and all documents, exhibits, amendments and supplements
appertaining thereto, and complied, as of their respective dates,
in all material respects with all applicable requirements of the
appropriate statute and the rules and regulations thereunder. KU
Energy has made available to LG&E Energy a true and complete copy
cf each report, schedule, registration statement and definitive
proxy statement filed by KU Energy with the SEC since January 1,
1993 ({as such documents have since the time of their £iling been
amended, the "KU Energy SEC Reports"). As of their respective
dates, the KU Energy SEC Reports did not contain any untrue
statement of a material fact or omit to state a material fact
required to be stated therein or necessary to make the statements
therein, in light of the circumstances under which they were
wade, not misleading. The audited consolidated financial
statements and unaudited interim financial statements of KU
Energy included in the KU Energy SEC Reports (collectively, the
"KU Energy Financial Statements") have been prepared in
accordance with generally accepted accounting principles applied
on a consistent basis ("GAAP") (except as may be indicated
therein or in the notes thereto and except with respect to
unaudited statements as permitted by Form 10 Q of the SEC) and
fairly present the consolidated financial position of KU Energy
as of the dates included therein and the consolidated results of
its operations and cash flows for the periods then ended. True,
accurate and complete copies 0of the amended and restated articles
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of incorporation and by laws of KU Energy, as in effect on the
date hereof, have been made available to LG&E Energy.

Section 4.6 Absence of Certain Changes or Events.
Except as disclosed in the KU Energy SEC Reports filed prior to
the date hereof or as set forth in Section 4.6 of the KU Energy
Disclosure Schedule, from December 31, 1996, KU Energy and each
of the KU Energy Subsidiaries have conducted their business only
in the ordinary course of business consistent with past practice
and there has not been, and no fact or condition exists which
would have or, insofar as reasonably can be foreseen, could have,
a material adverse effect on the business, assets, financial
condition, results of operations or prospects of KU Energy and
its subfidiaries taken as a whecle (a "KU Energy Material Adverse
Effect").

Section 4.7 Litigation. Except as disclosed in the KU
Energy SEC Reports filed prior to the date hereof or as set forth
in Section 4.7, Section 4.9 or Section 4.11 of the KU Energy
Disclosure Schedule, (i) there are no material claims, suits,
actions or proceedings, pending or, to the knowledge of KU
Energy, threatened, nor are there, to the knowledge of KU Energy,
any material investigations or reviews pending or threatened
against, relating to or affecting KU Energy or any of the KU
Energy Subsidiaries, (ii) there have not been any significant
developments since December 31, 1996 with respect to such
disclosed claims, suits, actions, proceedings, investigations or
reviews and (1ii) there are no material judgments, decrees,
injunctions, rules or orders of any court, governmental
department, commission, agency, instrumentality or authority or
any arbitrator applicable to KU Energy or any of the KU Energy
Subsidiaries. '

Section 4.8 Registration Statement and Proxy
Statement. None of the information supplied or to be supplied by
or on behalf of KU Energy for inclusion or incorporation by
reference in (i) the registration statement on Form S-4 to be
filed with the SEC in connection with the issuance of shares of
LG&E Energy Common Stock in the Merger (the "Registration
Statement") will, at the time the Registration Statement is filed
with the SEC and at the time it becomes effective under the
Securities Act, contain any untrue statement of a material fact
or omlt to state any material lact required to be stated therein
or necessary to make the statements therein not misleading and
(ii) the joint proxy statement, in definitive form, relating to
the meetings of LG&E Energy and KU Energy shareholders to be held
in connection with the Merger (the "Proxy Statement") will not,
at the dates mailed to shareholders and at the times of the
meetings of shareholders to be held in connection with the
Merger, contain any untrue statement of a material fact or omit
to scate any material fact required to be stated therein or
necessary in order to make the statements therein, in light of
the circumstances under which they are made, not misleading. The
Registration Statement and the Proxy Statement, insofar as they
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relate to KU Energy or any KU Ene.gy Subsidiary, will cemply as -
to form in all material respacts with the applicable provisions

of the Securities Act and the Exchange Act and the rules and
requlations thereunder.

Section 4.9 Tax Matters. As used in this Agreement,
"Taxes" means any federal, state, county, local or foreign taxes,
charges, fees, levies or other assessments, including all net
income, gross income, sales and use, ad valorem, transfer, gains,
profits, excise, franchise, real and personal property, gross
receipt, capital stock, production, business and occupation,
disability, employment, payroll, license, estimated, stamp,
custom duties, severance or withholding taxes or charges imposed
by any governmental entity, and includes any interest and
penalties (civil or criminal) on or additions to any such taxes.
"Tax Return", as used in this Agreement, means a report, return
or other information required tc be supplied to a governmental
entity with respect to Taxes including, where permitted or
required, combined or consolidated returns for any group of
entities that includes KU Energy or any of its subsidiaries, or
LG&E Energy or any of its subsidiaries, as the case may be.

Except as set forth in Section 4.9 of the KU Energy
Disclosure Schedule:

(a) Filing of Timely Tax Returns. KU Energy and each
of the KU Energy Subsidiaries have filed (or there has been
filed on its behalf) all material Tax Returns required to be
filed by each of them under applicable law. All such Tax
Returns were and are in all material respects true, complete
and correct and filed on a timely basis.

(b) Payment of Taxes. KU Energy and each of the KU
Energy Subsidiaries have, within the time and in the manner
prescribed by law, paid all Taxes that are currently due and
payable except for those contested in good faith and for
which adequate reserves have been taken.

(c) Deferred Income Taxes. KU Energy and the KU
Energy Subsidiaries have accounted for deferred income taxes
in accordance with GAAP.

(d) Tax Liens. There are no Tax liens upon the assets
of KU Energy or any of the KU Energy Subsidiaries except
liens for Taxes not yet due.

(e) withholding Taxes. KU Energy and each of the KU
Energy Subsidiaries have complied in all material respects
with the provisions of the Internal Revenue Code of 1986, as
amended (the "Code"), relating to the withholding of Taxes,
as well as similar provisions under any other laws, and
have, within the time and in the manner prescribed by law,
withheld and paid over to the proper governmental
authorities all amounts required with respect ta anwv
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employee, independent contractor, creditor, stockholder or
other third party.

(£) Extensions of Time for Filing Tax Returns.
Neither KU Energy nor any of the KU Energy Subsidiaries has
requested any extension of time within which to file any Tax
Return, which Tax Return has not since been filed.

(g) Waivers of Statute of Limitations. Neither KU
Energy nor any of the KU Energy Subsidiaries has executed
any outstanding waivers or comparable consents regarding the
application of the statute of limitations with respect to
any Taxes or Tax Returns.

(h) Expiration of Statute of Limitations. The statute
of limitations for the assessment of all Taxes has expired
for all applicable Tax Returns of KU Energy and each of the
KU Energy Subsidiaries or those Tax Returns have been
examined by the appropriate taxing authorities for all
periods through the date hereof, and no deficiency for any
Taxes has been proposed, asserted or assessed against KU
Energy or any of the KU Energy Subsidiaries that has not
been resolved and paid in full.

(1) Audit, Administrative and Court Proceedings. No

audits or other administrative proceedings or court
proceedings are presently pending with regard to any Taxes
or Tax Returns of KU Energy or any of the KU Energy
Subsidiaries. No issue has been raised by any tax authority
that could, by application of the same or similar
principles, reasonably be expected to result in a material
adjustment to any Taxes or Tax Returns of KU Energy and the
KU Energy Subsidiaries in any subsequent period.

(3} Powers of Attorney. No power of attorney
currently in force has been granted by KU Energy or any of
the KU Energy Subsidiaries concerning any Tax matter.

(k) Tax Rulings. Neither KU Energy nor any of the KU
Energy Subsidiaries has received a Tax Ruling (as defined
below) or entered into a Closing Agreement (as defined
below) with any taxing authority that would have a

continuing adverse effect after the Closing Date. "Tax
Ruling”, as used in this Agreement, shall mean a written
ruling of a taxing authority relating to Taxes. "Closing

Agreement", as used in this Agreement, shall mean a written
and legally binding agreement with a taxing authority
relating to Taxes.

(1) Availability of Tax Returns. XU Energy has made
available to LG&E Energy complete and accurate copies of (i)
all Tax Returns, and any amendments thereto, filed by KU
Energy or any of the KU Energy Subsidiaries since January 1,
1892, (ii) all audit reports received from any taxing




authority relating to any Tax Return filed by KU Energy or
any of the KU Energy Subsidiaries and (iii) any Closing-
Agreements entered into by XU Energy or any of the KU Energy
Sub51d1ar1es with any taxing authority.

(m) Tax Sharing Agreeme:nts. Neither KU Energy nor any
KU Energy Subsidiary i1s a party to any agreement relating to
the allocation, indemnification, or sharing of Taxes. None
of KU Energy and the KU Energy Subsidiaries has been a
member of an affiliated group filing a consolidated federal
income Tax Return (other than a group the common parent of
which was KU Energy).

(n) Liability for Others. Neither KU Energy nor any
of the KU Energy Subsidiaries has any liability for Taxes of
any person other than KU Energy and the KU Energy
Subsidiaries (i) under Treasury Regulations Section 1.1502-6
(or any similar provision of state, local or foreign law) as
a transferee or successor, (ii) by contract or (iii)
otherwise.

(0) Code § 341(f). Neither KU Energy nor any of the
KU Energy Subsidiaries has filed (or will file prior to the
Closing) a consent pursuant to Code § 341(f) or has agreed
to have Code § 341(f) (2) apply to any disposition of a
subsection (f) asset (as that term is defined in Code
§ 341(f) (4)) owned by KU Energy or any of the KU Energy
Subsidiaries.

(p) Code § 168. No property of KU Energy or any of
the KU Energy Subsidiaries is property that KU Energy or any
such subsidiary or any party to this transaction is or will
be required to treat as being owned by another person
pursuant to the provisions of Code § 168(f) (8) (as in effect
prior to its amendment by the Tax Reform Act of 1986) or is
"tax-exempt use property" within the meaning of Code § 168.

(g) Code § 481 Adjustments. Neither KU Energy nor any
of the KU Energy Subsidiaries is required to include in
income any adjustment pursuant to Code § 481l(a) by reason of
a voluntary change in accounting method initiated by KU
Energy or any of the KU Energy Subsidiaries, and to the best
of the knowledge of KU Energy, the Internal Revenue Service
(the "IRS") has not proposed any such adjustment or change
in accounting methoed.

(r) Acquisition Indebtedness. No indebtedness of KU

Energy cor any of the KU Energy Subsidiaries is "corporate
acquisition indebtedness" within the meaning of Code
§ 279 (b).

(s) Intercompany Transactions. Neither KU Energy nor
any of the KU Energy Subsidiaries has engaged in any
intercompany transactions within the meaning of Treasury




Regulations § 1.1502-13 for which any income remainsg
unrecognized as of the close of the last taxable year prior
to the Closing Date.

Section 4.10 Emplo,ce Matters; ERISA. Except as set
forth in the KU Energy SEC Reports (other than with respect to
Section 4.10(a) below) or in Section 4.10 of the KU Energy
Disclosure Schedule and except as could not, individually or in
the aggregate, reasonably be expected to have a KU Energy
Material Adverse Effect:

(a) Benefit Plans. Section 4.10(a) of the KU Energy
Disclosure Schedule contains a true and complete list of
each employee benefit plan, program or arrangement,
including, but not limited to, any employee benefit plan
within the meaning of Section 3(3) of the Employee
Retirement Income Security Act of 1974, as amended
("ERISA"), maintained or contributed to by KU Energy, any of
the KU Energy Subsidiaries or any other entity which would
be treated under Section 414 of the Code as a single
employer with KU Energy (collectively, with KU Energy
Subsidiaries, a "KU Energy Commonly Controlled Entity") for
the benefit of any current or former employee, officer or
director or their dependents or beneficiaries (collectively,
the "KU Energy Plans") and each employment, consulting,
severance, change-in-control, termination, compensation,
collective bargaining or indemnification agreement,
arrangement or understanding between KU Energy or any of the
KU Energy Commonly Controlled Entities (or by which they are
bound) and any current or former employee, officer or
director of KU Energy or any of the KU Energy Subsidiaries
(collectively, the "KU Energy Employment Arrangements").
None of the KU Energy Plans is a multiemployer plan within
the meaning of ERISA.

(b) Qualification; Compliance. Each KU Energy Plan
intended to be gualified under Section 401(a) of the Code
has received a favorable determination letter from the IRS
that it is so qualified and nothing has occurred since the
date of such letter that could reasonably be expected to
affect the qualified status of such KU Energy Plan. Each KU
Energy Plan and each KU Energy Employment Arrangement has

. been operated in all re._.2:cts in accordance with its terms
and the requirements of applicable laws, rules and
regulations. There are no pending or, to the knowledge of
KU Energy, threatened or anticipated claims under or with
respect to any KU Energy Plan or KU Energy Employment
Arrangement by or on behalf of any current employee, officer
or director, or dependent or beneficiary thereof, or
otherwise (other than routine claims for benefits).

(c} Liabilities. Neither KU Energy nor any of tbe KU
Energy Commonly Controlled Entities has incurred any dlrgct
or indirect liability under, arising out of or by operation
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of Title IV of ERISA (other than for premium payments and
contributions in the ordinary course of business)+*"and no
fact or event exists thac could reasonably be expected to
give rise to any such liability. The aggregate accumulated
benefit obligations of each KU Energy Plan subject to Title
IV of ERISA (as of the date of the most recenc actuarial
valuation prepared for such KU Energy Plan) do not exceed
the fair market value of the assets of such Plan (as of the
date of such wvaluation). KU Energy and each of the KU
Energy Commonly Controlled Entities have not incurred any
liability under, and have complied in all respects with, the
Worker Adjustment Retraining Notification Act, and no fact
or event exists that could give rise to liability under such
act. All contributions and other payments required to be
made for any periocd through the date herecf, by KU Energy or
any KU Energy Commonly Controlled Entity, to any KU Energy
Plan or KU Energy Employment Agreement (or to any person
pursuant to the terms thereof) have been timely made or paid
in full, or, to the extent not required to be made or paid
on or before the date hereof, have been reflected in the KU
Energy Financial Statements.

(d) Welfare Plans. None of the KU Energy Plans or KU
Energy Employment Arrangements promises or provides retiree
medical or life insurance benefits to any person, except as
otherwise required by law in the applicable jurisdiction
and, outside of the United States, in accordance with local
law, custom and practice. ’

(e) Documents Made Available. KU Energy has made
available to LG&E Energy a true and correct copy of each KU
Energy Employment Arrangement to which KU Energy or any of
the KU Energy Commonly Controlled Entities is a party or
under which KU Energy or any of the KU Energy Commonly
Controlled Entities has obligations and, with respect to
each KU Energy Plan, where applicable, (i) such plan and the
most recent summary plan description, (ii) the most recent
annual report f£iled with the IRS, (iii) each related trust
agreement, insurance contract, service provider or
investment management agreement (including all amendments to
each such document), (iv) the most recent determination of
the IRS with respect to the qualified status of such KU
Energy Plan, and (v) the most recent actuarial report or
valuation.

(£) Payments Resulting from the Merger. No KU Energy
Plan or KU Energy Employment Arrangement exists which could
result in the payment to any current, former or future
director or employee of KU Energy, any KU Energy Commonly
Controlled Entity or to any trustee under any “"rabbi trust"
or similar arrangement of any money or other property or
rights or accelerate, vest or provide any other rights or
benefits to or in any such employee or director as a result
of the consummation, announcement of or other action




relating to the transactions contemplated by this Agreement, e
whether or not such payment, acceleration, vesting or

provision would constitute a “"parachute payment" (within the
meaning of Section 280G of the Code) or whether or not some

other subsequent action < event would be required to cause

such payment, acceleration, vesting or provision to be

triggered.

(g) Labor Agreements. Neither KU Energy nor any of
the KU Energy Subsidiaries is a party to any collective
bargaining agreement. Since January 1, 1993, neither KU
Energy nor any of the KU Energy Subsidiaries has had any
employee strikes, work stoppages, slowdowns or lockouts or
received any requests for certifications of bargaining units
or any other requests for collective bargaining. There is
no unfair labor practice, employment discrimination or other
complaint against KU Energy or any of the KU Energy
Subsidiaries pending or, to the best knowledge of KU Energy,
threatened.

Section 4.11 Environmental Protection. .Except as set
forth in Section 4.11 of the KU Energy Disclosure Schedule or in
the KU Energy SEC Reports filed prior to the date hereof:

(a) Compliance. KU Energy and each of the KU Energy
Subsidiaries are in material compliance with all applicable
Environmental Laws (as defined in Section 4.11(g) (ii)); and
neither KU Energy nor any of the KU Energy Subsidiaries has
received any communication (written or oral) from any person
or Governmental Authority that asserts that KU Energy or any
of the KU Energy Subsidiaries is not or has not been in
material compliance with applicable Environmental Laws,
except for communications with respect to such matters as
have been fully and finally resolved or as to which no
material obligation of KU Energy remains.

(b) Environmental Permits. KU Energy and each of the
KU Energy Subsidiaries have obtained or have timely applied
for all material environmental, health and safety permits
and governmental authorizations (collectively, the
"Environmental Permits") necessary for the construction of
their facilities or the condict of their operations, and all
such Environmental Permits are in good standing or, where
applicable, a renewal application has been timely filed and
is pending agency approval, and KU Energy and the KU Energy
Subsidiaries are in material compliance with all terms and
conditions of the Environmental Permits and XU Energy
reasonably believes that any transfer, renewal or
reapplication for any Envircnmental Permit required as a
result of the Merger can be accomplished in the ordinary
course of business.

(c) Environmental Claims. To the best knowledge of KU
Energy., there is no material Environmental Claim (as defined




15

in Section 4.11(g)(i)) pending (i) against KU Energy or any
of the KU Energy Subsidiaries or KU Energy-3éint Ventures,
or (ii) against any real or personal property or operations
which KU Energy or any of the KU Energy Subsidiaries owns,
leases or manages, in whole or in part.

(d) Releases. KU Energy has no knowledge of any
Releases (as defined in Section 4.11(g) {(iv)) of any
Hazardous Material (as defined in Section 4.11{g) (iii}) that
would be reasonably likely to form the basis of any material
Environmental Claim against KU Energy or any of the KU
Energy Subsidiaries.

(e) Predecessors. KU Energy has no knowledge of any
material Environmental Claim pending or threatened, or of
any Release of Hazardous Materials or other circumstances
that would be reasonably likely to form the basis of any
material Environmental Claim, in each case against any
person or entity (including, without limitation, any
predecessor of KU Energy or any of the KU Energy
Subsidiaries) whose liability KU Energy or any of the KU
Energy Subsidiaries has or may have retained or assumed
either contractually or by operation of law or against any
real or personal property which KU Energy or any of the KU
Energy Subsidiaries formerly owned, leased or managed, in
whole or in part.

(£) Disclosure. To KU Energy’'s best knowledge, KU
Energy has disclosed to LG&E Energy all material facts which
KU Energy reasonably believes (i) relate to the cost of KU
Energy pollution control equipment currently required or
known to be required in the future; (ii) relate to the cost
that KU Energy reasonably expects to incur to¢ comply with
the requirements of the Clean Air Act Amendments of 1950;
(iii) relate to current KU Energy remediation costs or KU
Energy remediation costs known to be required in the future
(including, without limitation, any payments to resolve any
threatened or asserted Environmental Claim for remediation
costs); or (iv) form the basis of any other material
Environmental Claim affecting KU Energy.

{(g) As used in this Agreement:

{1} "Environmental Claim" means any and all
administrative, regulatory or judicial actions, suits,
demands, demand letters, directives, claims, liens,
investigations, proceedings or notices of noncompliance
or violation (written or oral) by any person or entity
(including any Governmental Authority) alleging
potential liability (including, without limitation,
potential responsibility for or liability for
enforcement, investigatory costs, cleanup costs,
governmental respconse costs, removal costs, remedial
costs, natural resource damages, property damages,
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personal injuries or penalties) arising out of, based
On Oor resulting from (A) the presence, or Release or

threatened Release into the environmenr, of any
Hazardous Materials ar any location, whether cr not
cwned, operated, .eased Or managed by KU Energy or any
of the KU Energy Subsidiaries or KU Energy Joint
ventures (for purposes of this Section 4.11), or by
LG&E Energy or ary Sf the LG&E Energy Subsidiaries or
LG&E Energy Jcin- “entures (for purposes of Section
5.11); or (B) circumstances torming the basis of any
violation, or aileged wviolation, of any Environmental
Law; or (C) any and all claims by any third party
seeking damages, contribution, indemnification, cost
recovery, comper.sation or injunctive relijef resulting
from the presence or Release of any Hazardous
Materials.

(11)  "Envircnmental Laws" means al] federal, state
and local Statutes, codes. laws, ordinances, rules,
regulations and other enforceable standards {.ncluding
without limitation common law), relating to pollution,
the environmen: fincluding, without limitation, indoor
and ambient air, surface water, groundwater, land
surface or stbsurface strata, land-use Planning, ang
species protection) or protection of human health as it
relates t» the environment including, without
limitation, laws and regulations reiating to Releases
Or threatened Releases of Hazardous Materials, or
octherwise relat:ng to the manufacture, processing,
distribution, 52, treatment, storage, disposal,
transport or handling of fdazardous Materials.

(1ii)  "Hazardous Materials" means (a) any petroleum
Or petroleum products, radicactive materials, asbestos
in any form tha- :s Or could become friable, urea
formaldehyde foam insulation, and polychlorinated
biphenyls ("PCBs"): ang (b) any chemicals, materials or
substances which are now defined as or included in the
definition of "hazardous substances", "hazardous
~astes", "hazardous materials”, "extremely hazardous
wastes", “restricte- Nazardnus wastes", "toxic
Suostances", "tcoxic pollutants", or words o¢ similar
import, under any Environmental Law; and (c) any other
chemical, material, substance or waste, exposure to
which is now prohibited, limited Or regulated under any
Environmental Law in a Jurisdiction in which KU Energy
Cr any of the KU Energy Subsidiaries or KU Energy Joint
Ventures operates (€or purposes of this Section 4.11)
or in whicl, LG&E Znergy or any of the LG&E Energy
Subsidiaries or LGiE Energy Joint Ventures operates
(for Purposes of Section 5.11). ’

"Release" means any release, spill, emission,
injection, deposit, disposal, discharge,

A
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dispersal, leaching, or migration into the atmosphere,
soil, surface water, grcund water or property.

Section 4.12 Regqulation as a Utility. KU Energy is an
exempt public utility holding comp.ny under Section 3(a) (1) of
the 1935 Act. KU is regulated as a public utility in the
Commonwealth of Kentucky, the Commonwealth of Virginia, may be
subject tn regulation as a public utility in the State of
Tennessee and is not subject to regulation as a public utility in
any other state or commonwealth. Except as set forth in the
immediately preceding sentence or in Section 4.12 of the KU
Energy Disclosure Schedule, neither KU Energy nor any "subsidiary
company" or "affiliate" (as those terms are defined in the 1935
Act) of KU Energy is subject to regulation as a public utility or
public service company (or similar designation) by any state in
the United States or any foreign country.

Section 4.13 Vote Reguired. The approval of the
Merger by a majority of all the votes entitled to be cast by all
holders of KU Energy Common Stock (the "KU Energy Shareholders’
Approval") is the only vote of the holders of any class or series
of the capital stock of KU Energy or any of its subsidiaries
required to approve this Agreement, the Merger and the other
transactions contemplated hereby. No vote of the shareholders of
KU Energy or any of its subsidiaries is required to approve the
KU Energy Stock Option Agreement.

Section 4.14 Accounting Matters. Neither KU Energy,
any KU Energy Subsidiary nor, to KU Energy’s best knowledge, any
of its affiliates has taken or agreed to take any action that
would prevent the Company from accounting for the transactions to
be effected pursuant to this Agreement as a pooling of interests
in accordance with GAAP and applicable SEC regulations. As used
in this Agreement (except as specifically otherwise defined), the
term "affiliate", except where otherwise defined herein, shall
mean, as to any person, any other person which directly or
indirectly controls, or is under common control with, or is
controlled by, such person. As used in this definition,
"control" ({(including, with its correlative meanings, "controlled
by" and "under common control with") shall mean possession,
directly or indirectly, of power to direct or cause the direction
of management or policies (whether through ownership of
securities »or partnership or other ownership interests, by
contract or otherwise).

Section 4.15 Non-applicakility of Certain Kentucky
Law. Except as set forth in Section 4.4(c) of the KU Energy
Disclosure Schedule, assuming that the representation and
warranty of LG&E Energy made in Section S.18 is correct, none of
the requirements relating to certain business combinations of
Sections 271B.12-200 through 271B.12-230 of the KBCZA or any
similar provisions of the KBCA (or, to the best knowledge of KU
Energy, any other similar state statute) is applicable to the
transacticns contemplated by this Agreement, including the
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granting of the KU Energy Stock Option pursuant to the KU Enﬁigy
Stock Option Agreement or the exercise thereof.

Section 4.16 QOpinion of Financial Advisor. On May 20,
1997, Goldman, Sachs & Co., delivered its opinion to the effect
that, as of the date thereof, the Exchange Ratio is fair to the
holders of KU Energy Common Stock.

Section 4.17 Insurance. Except as set forth in
Section 4.17 of the KU Energy Disclosure Schedule, KU Energy and
each of the KU Energy Subsidiaries are, and have been
continuously since January 1, 1991, insured with financially
responsible insurers in such amounts and against such risks and
losses as are customary in all material respects for companies
conducting the business as conducted by KU Energy and the KU
Energy Subsidiaries during such time period. Except as set forth
in Section 4.17 of the KU Energy Disclosure Schedule, neither KU
Energy nor any of the KU Energy Subsidiaries has received any
notice of cancellation or termination with respect to any
material insurance policy of KU Energy or any of the KU Energy
Subsidiaries. The insurance policies of KU Energy and each of
the KU Energy Subsidiaries are valid and enforceable policies in

all material respects.

Section 4.18 Ownership of LG&E FEnergy Common Stock.
Except pursuant to the terms of the LG&E Energy Stock Option
Agreement and as set forth in Section 4.18 of the KU Energy
Disclosure Schedule, KU Energy does not "beneficially own" (as
such term is defined for purposes of Section 13(d) of the
Exchange Act) any shares of LG&E Energy Common Stock.

.Section 4.19 KU Energy Rights Agreement. KU Enerqgy
and the Board of Directors of KU Energy have taken all necessary
action so that none of the execution of this Agreement, the KU
Energy Stock Option Agreement and the consummation of the
transactions contemplated hereby or thereby will (i) cause any KU
Energy Rights issued pursuant to the Rights Agreement, dated as
of January 27, 1992, between KU Energy and Illinois Stock
Transfer Company, as rights agent (the "KU Energy Rights
Agreement”") to become exercisable, (ii) cause LG&E Energy or any
~of its Affiliates (as defined in the KU Energy Rights Agreement)
to be an Acquiring Person (as defined in the KU Energy Rights
Agreement) or give rise to a Dist.ibution Date or Triggering
Event (as each such term is defined in the KU Energy Rights
Agreement). KU Energy has delivered to LG&E Energy a complete
and correct copy of the KU Energy Rights Agreement as amended and
supplemented to the date of this Agreement.
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ARTICLE V
e

REPRESENTATIONS AND WARRANTIES OF LG&E ENERGY

LG&E Energy represents 2nd warrants to KU Energy as
follows:

Section 5.1 QOrganization and Qualification. Except as
set forth in Section 5.1 of the LG&E Energy Disclosure Schedule
(as defined in Section 7.6(1i)), each of LG&E Energy and each LG&E
Energy Subsidiary (as defined below) is a corporation duly
organized, validly existing and in good standing under the laws
of 1its jurisdiction of incorporation or organization, has all
requisite corporate power and authority., and has been duly
authorized by all necessary approvals and orders to own, lease
and operate its assets and properties to the extent owned, leased
and operated and to carry on its business as it is now being
conducted and is duly qualified and in good standing to do
business in each jurisdiction in which the nature of its business
or the ownership or leasing of its assets and properties makes
such qualification necessary. As used in this Agreement, the
term: (a) "LG&E Energy Subsidiary" shall mean those of the
subsidiaries or partnership interests of LG&E Energy identified
as LG&E Energy Subsidiaries in Section 5.2 of the LG&E Energy
Disclosure Schedule; and (b) "LG&E Energy Joint Venture" shall
mean those of the joint ventures of LG&E Energy or any LG&E
Energy Subsidiary identified as a LG&E Energy Joint Venture in
Section 5.2 of the LG&E Energy Disclosure Schedule.

Section 5.2 Subsidiaries. Section 5.2 of the LG&E
Energy Disclosure Schedule sets forth a description as of the
date hereof of all subsidiaries and joint ventures of LG&E
Energy, including (a) the name of each such entity and LG&E
Energy’s interest therein, and (b) as to each LG&E Energy
Subsidiary and LG&E Energy Joint Venture, a brief description of
the principal line or lines of business conducted by each such
entity. Except as set forth in Section 5.2 of the LG&E Energy
Disclosure Schedule, none of the LG&E Energy Subsidiaries is a
"public utility company", a "holding company", a "subsidiary
company" or an "affiliate” of any public utility company within
the meaning of Section 2(a)(5), 2{a})(7), 2{(a)(8) or 2(a) (11l) of
the 1935 Act, respectively. Except as:set forth in Section 5.2
of the LG&E Energy Disclosure Schedule, all of the issued and
outstanding shares of capital stock of each LG&E Energy
Subsidiary are validly issued, fully paid, nonassessable and free
of preemptive rights, and are owned, directly or indirectly, by
LG&E Energy free and clear of any liens, claims, encumbrances,
security interests, equities, charges and options of any nature
whatsoever and there are no outstanding subscriptions, options,
calls, contracts, voting trusts, proxies or other commitments,
understandings, restrictions, arrangements, rights or warrants,
including any right of conversion or exchange under any
outstanding security, instrument or other agreement, obligating
any such LG&E Energy Subsidiary to issue, deliver or sell, or
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cause to be issued, delivered or sold, additional shares of its
capital stock or obligating it to grant, extend or enter’into any
such agreement or commitment. With respect to the subsidiaries
and joint ventures of LG&E En-rgy that are not LG&E Energy
Subsidiaries (the "LG&E Energy Unrestricted Subsidiaries"): (i)
except as set forth in Section 5.2 of the LG&E Energy Disclosure
Schedule, (A) neither LG&E Energy nor any LG&E Energy Subsidiary
is liable for any obligations or liabilities of any LG&E Energy
Unrestricted Subsidiary as of the date of this Agreement, and (B)
neither LG&E Energy nor any LG&E Energy Subsidiary is obligated
to make any loans or capital contributions to, or to undertake
any guarantees or obligations with respect to, LG&E Energy
Unrestricted Subsidiaries as of the date of this Agreement, and
(ii) the aggregate book value as of December 31, 1996, of LG&E
Energy’s investment in the LG&E Energy Unrestricted Subsidiaries
was not in excess of $225 million.

Section 5.3 Capitalization. (a) The authorized
capital stock of LG&E Energy consists of 125,000,000 shares of
LG&E Enerqgy Common Stock and 5,000,000 shares of LG&E Energy
preferred stock, without par value ("LG&E Energy Preferred
Stock"). As of the close of business on May 16, 1397, there were
issued and outstanding 66,484,875 shares of LG&E Energy Common
Stock and no shares of LG&E Energy Preferred Stock were
outstanding. All of the issued and outstanding shares of the
capital stock of LG&E Energy are, and any shares of LG&E Energy
Common Stock issued pursuant to the LG&E Energy Stock Option
Agreement will be, upon payment therefor in accordance with the
terms of such agreement, validly issued, fully paid,
nonassessable and free of preemptive rights. Except as set forth
in Section 5.3(a) of the LG&E Energy Disclosure Schedule, as of
the date hereof, there are no outstanding subscriptions, options,
calls, contracts, voting trusts, proxies or other commitments,
understandings, restrictions, arrangements, rights or warrants,
including any right of conversion or exchange under any
outstanding security, instrument or other agreement, obligating
LG&E Energy or any of the LG&E Energy Subsidiaries to issue,
deliver or sell, or cause to be issued, delivered or sold,
additional shares of the capital stock of LG&E Energy, Or
obligating LG&E Energy to grant, extend or enter into any such
agreement or commitment, other than the LG&E Energy Rights and
under the LG&E Energy Stock O~tion Acreement. Other than in
connection with the LG&E Energy Stock Option Agreement, there are
no outstanding stock appreciation rights of LG&E Energy which
were not granted in tandem with a related stock option and no
outstanding limited stock appreciation rights or other rights to
redeem for cash options or warrants of LG&E Energy.

(b} The authorized capital stock of Louisville Gas and
Electric Company, a Kentucky corporation and wholly owned
subsidiary of LG&E Energy ("LG&E"), consists of 75,000,000 shares
of common stock, without par value ("LG&E Common Stock"), and
1,720,000 shares of preferred stock, par value $25 per share, and
6,750,000 shares of preferred stock without par value
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(colle’tlvely, "LG&E Preoferred Stock”). As of the close of
busineSs on May 16, 1957 there were issued and outstanding
21,294%223 shares of LG&E Common Stock (all of which were owned
by LG&E.Energy) and 1,£.5,237 shares of LG&E P.eferred Stuck.

All oﬁiﬁhe issued and cu:istanding shares of the capital stock cf
LG&E are validly issued, f:ll, paid, nonassessaktle and free of
preempfive rights. Excep:z as set forth in Section 5.3(b) of the

LG&E Egfergy stylosura Jc—ad_-_. as of the date hereoi, there are
no out_ﬁandlng subscripzicns, cptions, calls, contracts, voting
trusts Lprox’es or otter cemmitments, understandings,
restrigtions, arrangements, rights or warrants, including any
right 32 conversion or exchange under any outstanding security,
lnstruagnt or other agreement, obligating LG&E or anv of its
subsidfaries to issue, deliver or sell, or cause to be issued,
delivered or sold, additional shares of the capital stock of
LG&E, Or obligating LG&E to grant, extend or enter into any such
agreeméﬁt or commitment. There are no outstanding stock
appreciation rights of LG&E which were not granted in tandem with
a related stock option and no outstanding limited stock
apprecfﬁtlon rights or other rights to redeem for cash options or
warran€§‘of LG&E.

Section 5.4 Authoritvy: Non-Contravention; Statutory

Approvails: Compliance.

. {a) Authority. LG&E Energy has all requisite
corpora e power and authority to enter into this Agreement and
the LG&E: Energy Stock Opticn Agreement, and, subject to the LG&E
Energy : %hareholders Approval f{as defined in Section 5.13) and
the apﬁilcable LG&E Energy Required Statutory Approvals (as
definedfin Section 5.4(c!)), :o consummate the transactions
contemplated hereby or thereby. The execution and delivery of
thiS‘Aqfeement and the LG&E Energy Stock Option Agreement and the
consumdgﬁion by LG&E Energy cf the transactions contemplated
hereby :&nd thereby have been duly authorized by all necessary
ccrpora‘e action on the part of LG&E Energy, subject, in the case
of thisFAgreement, to ob:aining the LG&E Energy Shareholders’
Approvail’, and the Merger has been approved in accordance with
Sectionk3 (1) of Paragraph C of Article Seventh of the Articles of
Incorpol: ation of LG&E Energy. Each of this Agreement and the
LG&E Enerqy Stock Option Agreement has been duly and validly
executed and delivered by LG&E Energy and, assuming the due
authori%ation, execution and delivery hereof and thereof by the
other signatories heretc and thereto, constitutes the valid and
bindingfobligation of LG&E Energy enforceable against it in
accordafice with its terms. .

§ {b} MNon-Contrawentigon. Except as set forth in Section
‘f the LG&E Energy Disclosure Schedule, the execution and
.Jof this Aqxeemen“ and the LGC&E Energy Stock Option

result in a
the articles
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For any of the L3iZ Zrnersyy subsidiaries or the LGSE Energy
Joint@entures, (ii) sub:e27- <2 obtaining the LG&E Energy
Requirpd Stazutory Apprcvals and the receipt of the LG&E Energy
Sharehplders’ Approwval, 2any statute, law, crdinance, rule,
regulatic:, judgmen:., Zecrse, crder, iniuncoion, writ, permit or
license of any Governmen:al Authority applicable to LG&E Energy
or anygof{ the LG&E ;ne:; Subs:idlaries or the LG&E Energy Jcint
VenturPs or any of the.r rsspective praoperties or assets or (iiii
subjeck’ to ob;aln-“q tne <hird-party consents set forwh in
SectloTsS 4(b) 0f the LJi%E Energy Discleosure Schedvie (the "LG&E

Energ gBequlred Censents”i, any material note, bond, mortgage,
indent@re, deed of trust., license, franchise, permit, concession,
contragt, lease or other instrument, obligation or agreement of
any klﬂh to which LG&E Energy or any of the LG&E Energy
Subsidiaries or LG&E Energy Joint Ventures is a party or by which
it or any of its properties or assets may be bound or affected.

sriNER

: (c) Statutory Approvals. No declaration, filing or
reqlst ation with, or notice to or authorization, consent or
approvii of., any Governmental Authority is necessary for the
execution and delivery of this Agreement or the LG&E =Znergy Stock
Option#Agreement by LG&E Energy or the consummation by LG&E
Energy#f the transactions contemplated hereby or thereby, except
as described in Section 5.i{c) of the LG&E Energy Disclosure
Schedule (the "LG&E Erergy Required Statutory Approvals", it
being under<tood that references in this Agreement to "obtairning"
such LGEKE Energy R:quired Statutory Approvals shall mean making
such déﬁlaratlons, filings or registrations; giving such notices;
obtalnx g such author:zat.ons, consents or approvals; and having
such wa tlnq periods expire as are necessary to avoid a violation

> (d) Compliance. Except as set forth in Section
Section 5.10 or Section 5.11 of the LG&E Energy
1Ire Schedule, or as disclosed in the LG&E Energy SEC
{as defined in Sec-ion 5.5) filed prior to the date
neither LG&E Energy nor any of the LG&E Energy
iaries nor, to the kncwledge cf LG&E Energy, any LG&E
¥oi~t Venture, is in material violation of, is under
iatirn with respect to any material violation of, or has
i¥en notice or been charged with any material violation of,
. statute, order, rule, regjulation, ordinance or judgment
(including, without limitation, any applicable environmental law,
ordznaﬁ@e or requlat on) of any Governmental Authcrity. Except
as set ‘forth in Section 5 4 d) of the LG&E Energy Disclosure
Schedufﬁlor in Section S5.1i of the LG&E EZnergy Disclosure
Schedul®, LG&E Energy an d the LG&E Enerqgy Subsidiaries and LG&E
Energy §oznt Ventures have all permits, licenses, franchises and
other gSVernmental authoriza:ions, consents and approvals
necessafy to conduct their businesses as presently conducted in
all mateérial respects. Except as set forth in Section 5.4(d) of
the LG&E”_nergy Disclesure Schedule, neither LG&E Energy nor any
JG&E Energy Subsidiaries nor, to the knowledge of LG&E
‘ is in material breach or
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violation of or in ma:e

) lath rial defaul: 1n zhe performance or
obseryance of any term cr pravision of, and no event has occurred
which®with lapse of time cr action by a third party, could
‘resultEin a material defaul: under, (i) its arcicles of

NCOIPPra.ion or bylaws or ':.. any materiai coatracet,
thent, agreemen:, inden:i.r2, mortgage., .oan agreement, note,
#bond, license., aggrowal or other instrument to which it is
2 or by which i: i3 scund or o which any of its propere:
¥ Section 5.5 2erorts and Financial Statements. Except

setfforth in Section 5.4(d) of the LG&E Energy Disclosure
Schedule, the filings required to be made by LG&E Energy and the
LG&E Eferqgy Subsidiaries since January 1, 1991 under the
Securities Act, the Exchange Act, the 1935 Act, the Power Act and
applicable state public utility laws and regulations have been
filedfﬁith the SEC, the FERC or the appropriate state public
dtilitles commission, as the case may be, including all forms,
stateﬁghts, declarations, reports, agreements (oral or written)
and:alli documents, exhibits, amendments and supplements
appertdining thereto, and complied, as of their respective dates,
in allfmaterial respects with all applicable requirements of the
appropkiate statute and -he rules and regulations thereunder.
LG&E Eflergy has made avaiiable to XU Energy a true and complete
copy off each report, schedule, registration statemer.t and

‘ ive proxy statemen: filed by LG&E Energy with the SEC
since WJanuary 1, 1993 ‘as such documents have since the time of
their £iling been amended. the "LG&E Energy SEC Reports"). As of
their Xespective dates, tne LG&E Energy SEC Reports did not

;' iff'any untrue statement of a material fact or omit to state

] Fial fact required :o be stated therein or necessary to
make tle statements thereirn, in light of the circumstances under
Lhey were made, not misieading. The audited consolidated

: 3l statements and unaudited interim financial statements
OE'LG&éﬁEnerqy included in the LG&E Energy SEC Reports
(collegtively, the "LG&E Snergy Financial Statemenrs") have been
prepargd in accordance with GAAP (ex~ept as may be indicated
thereiffior in the notes :rereto and except with respect to
unaudi‘éd statements as permitted by Form 10-Q of the SEC) and
fairlyfpresent the consolidated financial position of LG&E Energy
as of the dates thereof and :the consolidated results of its
;ﬁperat‘gns énd cash flows fcr the periods then ended. True,
ACcurqgé and complete copies of LG&E Energy’s restated articles
of inc@rporation and bylaws of LG&E Znergy as in effect on the
date hereof have been made ava:ilable to KU Energ;.

4.7 @ Section 5.6 Absence of Certain Changes or Events.
Exceptfas disclosed in the LG&E Energy SEC Reports filed prior to
thefdate hereof or as set furth in Section 5.6 of the LG&E Energy
Discldﬁhre Schedule, from December 31, 1996, LG&E Energy and each
ﬁQ£.the'LG&E Energy Subsidiaries have conducted their business
‘only. ifi: the ordinary course of business consistent with past
practife and there has not been, and no fact or condition exists
Whichﬁﬁbuld have,or, inscfar as reasonably can be foreseen, could

Y
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have, a material adverse effect on the.-isiness, assets,
financial condition, results of operations or prospects of LG&E
Energy and its subsidiaries taken as a whole (a "LG&E Energy
Material Adverse Effect").

Section 5.7 Litigation. Except as disclosed in the
LG&E Energy SEC Reports filed prior to the date hereof or as set
forth in Section 5.7, Section 5.9 or Section 5.11 of the LG&E
Energy Disclosure Schedule, (i) there are no material claims,
suits, actions or proceedings, pending or, to the knowledge of
LG&E Energy, threatened, nor are there, to the knowledge of LG&E
Energy, any material investigations or reviews pending or
threatened against, relating to or affecting LG&E Energy or any
of the LG&E Energy Subsidiaries, (ii) there have not been any
significant developments since December 31, 1996 with respect to
such disclosed claims, suits, actions, proceedings,
investigations or reviews and (iii) there are no material
judgments, decrees, injunctions, rules or orders of any court,
governmental department, commission, agency, instrumentality or
authority or any arbitrator applicable to LG&E Energy or any of
the LG&E Energy Subsidiaries.

Section 5.8 Registration Statement and Proxy
Statement. None of the information supplied or to be supplied by
or on behalf of LG&E Energy for inclusion or incorporation by
reference in (i) the Registration Statement will, at the time the
Registration Statement is filed with the SEC and at the time it
becomes effective under the Securities Act, contain any untrue
statement of a material fact or omit to state any material fact
required to be stated therein or necessary to make the statements
therein not misleading and (ii) the Proxy Statement will not, at
the dates mailed to shareholders and at the times of the meetings
of shareholders to be held in connection with the Merger, contain
any untrue statement of a material fact or omit to state any
material fact required to be stated therein or necessary in order
to make the statements therein, in light of the circumstances
under which they are made, not misleading. The Registration
Statement and the Proxy Statement, insofar as they relate to LG&E
Energy or any LG&E Energy Subsidiary, will comply as to form in
all material respects with the applicable provisions of the
Securities Act and the Excharge Act and the rules and regulations

thereynder.

Section 5.9 Tax Matters. Except as set forth in
Section 5.9 of the LG&E Energy Disclosure Schedule:

(a) Filing of Timely Tax Returns. LG&E Energy and
each of the LG&E Energy Subsidiaries have filed {(or there
has been filed on its behalf) all material Tax Returns
required to be filed by each of them under applicable law.
all such Tax Returns were and are in all material respects
true, complete and correct and filed on a timely basis.




e

og

25

. (b} Payment 2% Taxes. LG&E Energy and each of the
G&E Energy Subsidiaries have, within the time and :in the
manner prescribed oy law pa.d all Taxes that are currently
ie and payable except Ior those contested in good faith and
r which adequate reserwes hawve been taxen.

; e Deferred Inccme Tames. LOAXE Znergy and the LG&E
Efiergy Subsidiaries hawve acccunted for deferred .ncome taxes
Lanccordance wlizh GAAP.

{d) Tax Liens. There are no Tax liens upon the assets

LG&E Energy or any of the LG&E Energy Subsidiaries except
liens for Taxes not yet due.

% {e} Withholding Taxes. LG&E Energy and each of the
LG&E Energy Subsidiaries have complied in all material
réspects with the provisions of the Code relating to the
withholding of Taxes, as well as similar provisions under
any other laws, and have, within the time and in the manner
prescribed by law, withheld and paid over :o the proper
gabernmental authorities all amounts required with respect

any employee, independent contractor, credit.r,
stockholder or other third party.

(f) Extensions of Time for Filing Tax Returns.
Nelther LG&E Energy nor any of the LG&E Energy Subsidiaries

f hds requested any extension of time within which to file any
* Tadx Return, which Tax Return has not since been filed.

¥ (g) Waivers o

: Statute of Limitations. Neither LG&E
rgy nor any of =i

the LG&E Energy Subsidiaries has executed

‘ any outstanding waivers or comparable consents regarding the
 application of the s:atute of limitations with respect to
: any Taxes or Tax Retur

: (h) Expilrat:cn of Statute cf Limitaticons. The statute
:limitations for the assessment of all Taxes has expired
all applicable T

Tax Returns of LG&E Energy and each of

the LG&E Energy 5Subs:idiaries or these Tax Returns have been

e#&mlned by the appropriate taxing authorities for all

pefiods through the date nereof, and no deficiency for any
Takes has been proposed, asserted or assessad against LG&E
Ed%rqy or any of the LG&E Energy Subsidiaries that has not

‘ béﬁn resolved and paid in full.

(1} Audit, Administrartive and Court Proceedings. No
‘augits or other administrative proceedings or court
yceedings are presently pending with regard to any Taxes

-orkTax Returns of LG&E Energy or any of the LG«E Energy

sidiaries. No issue has been raised by any tax authority

»tﬁﬁt could, by application of the same or similar
> principles, reasonably be expected to result in a material
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.cufrently 1in force nas
:th@ LS&EZ Epergy Subs:ii:

(j) Powers of Attornev. No power of attorney
been gran:ed by LG&E EZnergy or any of
ar.e

s concerning any Tax matter.

(k) Tax Rulirnss. liei-ner LG&E Energy nor any of the
LG&E Energy Subsidiar.es nas received a Tax Ruling or
enfered into a Closing Agreemen: with any taxing authority
thdt would have a continuing adverse effect after the

Clgsing Date.

(1) Availability of Tax Returns. LG&E Energy has made
av 1lable to KU Energy complete and accurate copies of (i)

; ;alggTax Returns, and any amendments thereto, filed by LG&E
Energy or any o¥ the LG&E Energy Subsidiaries since January
‘1, 31992, (ii) all audit reports received from any taxing
;authority relating to any Tax Return filed by LG&E Energy or

anf 0f the LG&E Energy Subsidiaries and (iii) any Closing
‘Agreements entered into by LG&E Energy or any of the LG&E
Envhgy Sub51d1a;1es with any taxing authority.

{m) Tax Sharing Agreements. Neither LG&E Energy nor

- LG&E Energy Subsidiary 1§ a party to any agre<ment

rel ting to allocat:icn, indemnification or sharing of Taxes.
Norfe of LG&E Energy and the LG&E Energy Subsidiaries has
beéﬁ a member cf an affiliated group filing a co-solidated
fed%ral income Tax Ra2turn i{other than a group., t"e conmon

{n) Liability for Others. Neither LG&E Energy nor any

‘of the LG&E Energy Subsidiaries has any liability for Taxes
‘'of4any person other than LG&E Energy and the LG&E Energy
Subsidiaries (1) under Treasury Eegulations Section 1.1502-6

{og any similar provision of state, local or foreign law) as
a transferee or successor, (ii) by contract or {iii)

rotﬂézwise.

(o) Code § 341{£). Neither LG&E Energy nor any of the
LG E Energy SubSLdla‘les has filed (or will file prior to
thd Closing) a consent pursuant to Code § 341(f) or has
aqfeev to have Code § 341(¢)(2) apply to any disposition of

‘a Subscction (f) asset (as that term is defined in Code

§ $41(£)(4)) owned by LG&E E.ergy or any of the LG&E Energy
SuﬁSidiaries.

(p) Code § 1863. No proper:y of LG&E Energy or any of
thé LG&E Energy Subsidiar:ies 1s property that LG&E Energy or
an§ such subsidiary or any party to this transaction is or
wlll be required to =reat as being cowned by another person
pubstant to the provisions of Code § 168(f)(8) (as in effect
prior to its amendment >y the Tax Reform Act of 1986) or is

1f“€sk'exempt use property” within the meaning of Code § 168.

(q) Code § 481 Adjustments. Neither LG&E Energy nor

;of the LG&E Energy Subsidiaries is required to include




lI” income any adjustment pursuant to Code § 48l(a) by reason
. @ voluntary change in acccocunting method initiated by LG&E
ergy or any of the (7%= EZnergy Subsidiaries, arnd to the

st of the knowledge of LG&Z Energy, the IRS has not

opcsed any such ai;ustment or change 1o accounting method.

"0 O

;. (r)  Acguisi-:orn
ergy or any of :the L
quisition indebtedrne
279 (b)

A

ndebtedness. Nc indebtedress cf LG&E
E Energy Subsidiaries .s "corpcra:e
3" ww.ihin tne meaning oi Code

oy

{s) Intercompany Jransactions. Neither LG&E Znergy
'ndr any of the LG&E Znergy Subsidiaries has engaged in any
intercompany transactions within the meanlng of Treasury
‘uggulatlons § 1.1502-13 for which any income remains
ecognized as of the close of the last taxable year prior

t ithe Closing Date.
Section 5.1C EImplovee Matters; ERISA. Exc.pt as set
forth inh the LG&E Energy SEC Reports (other than with respect to
Sectiong5.10(a) below) cr in Section 5.10 of the LG&E Energy

Discloslire Schedule and except as could not, individrally or in
the aggregate, reasonably be expected to have a LG&E Energy
Materiall Adverse Effect:

- (a) Benefi: Pilans. Section 5.10(a! of the LG&E Energy
: DiSclosure Schedule contains a true and complete list of
ieéﬁh employee benefi: plan, program or arrangement,
luding, but not limited to, any emplovee benefit plan
hin the meaninq.oi Section 3(3) of the Employee
-irement Income Security Act of 1974, as amended
RISA"), maintainad or contributed to by LG&E Energy, any
the LG&E Energy Subsidiaries or any other entity which
11d be treated under Section 414 of the Code as a single
7eﬁ$loyer with LG&E Energy (collectively, with LG&E Energy
Subsxdlarles, a "LG&E Energy Commonly Controlled Entity")
the benefit of any current or former employee, officer
‘director or their dependents or beneficiaries
;llectlvely. the "LG&E Energy Plans") and each employment,
céﬁsultlﬁg, severance, change-in-control, termination,
- compensation, collective bargaining or indemnificzation
‘ Ireement, arrangement or unders:tanding between LG&E Energy
-any nf the LG&E Etnergy Commonly Controlled Entities (or
hwhich they are bcund) and any current or former employee,
icer or director of LG&E Energy or any of the LG&E Energy
sidiaries (collectively, the "LG&E Energy Employment
angements”). None ¢f the LG&E Energy Plans is a
tiemployer plan within the meaning of ERISA.

a
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(b) Qualification; Compliance. Each LG&E Energy Plan

ifjtended to be qualified under Section 40l1(a, of the Code

hds received a favorable determination letter from the IRS

that it is so quai:fied and nothing has occurred since the
':,d te of such letter that could reasonably be expected to




affect tha qualified status of such LG&E Energy Flan. Sach
tBeE Energy Plan and each LG&E Energy Employment Arringement
hhs been operated in al: '

r25pects in accordance with it
tbrms and the requirements i applicakle laws. rules and
rpgulations. There are no ca2nding or, =0 the knowledge of
O&E Energy, threatened or anticipated cla:ims under or with
respect to any LG&E Znergy Pian or LG&E Ernergy Employment
Afrangement by 2r sSn Denalf of any current emp.oyee, offirer
of;dzrec:or, or deperdent Cr Lpensficiary thereof, or

than fouL.ng claims Ior benefits)

otherwise (other

{c) Liabilit:es. Neither LC&E Energy nor any of the
&E Energy Commonly Controlled Entities has incurred any
dgxect or indirect liability under, arising out of or by
operation of Title IV of ERISA (other than for premium
payments and contributions in the ordinary course of
business), and no fact or event exists that could reasonably
»bé:i expected to give rise to any such liability. The
aggregate accumulated benefit obligations of eac!: LG&E

~ Energy Plan subject to Title IV of ERISA (as of the date of
th@ most recent actuarial valuation prepared for such LG&E
Energy Plan) do not exceed the fa.r market valu~ of the
assets of such Plan {as of the date of such val:ation).

LGEE Energy and each of the LG&E Energy Commonly Controlled
En‘ities have not incurred any liability under, and have
complied in all respects with, the Worker Adjustment
Retraining Notification Act, and no fact or event exists
thﬁt could give rise to liability under such act. All
cohtributions and other payments required to be made £or any
peEiod through the date hereof, by LI&E Energy or any LG&E
EnErgy Commonly Controlled Entity, to any LG&E Energy Plan
orfLG&E Energy Bmplciyment Agreement {(or to any person
pursuant to the terms thereof! have been timely made or paid
ingfull, or, to the ex:ent not required 10 be made or paid
onfor before the date herecf have been reflected in the LG&E
Energy ?inanc}al Statements. '

§ 1d) MWelfare pPlans. None of the LC&E Energy Plans or
LG&E Energy Employment Arrangements promises or provides
retiree medical or iife insurance benefits to any person,
except 35 otherwise required by law in the applicable
~JuYrisdiction and, ocutsizce of the United States, 1n
actordance with local iaw, custom and practice.

_ (e) Documents Made Available. LG4E Energy has made
av)ilable to KU Energy a true and correct copy of each LG&E
Energy Employment Arrangement to which LG&E Energy or any of
‘th® LG&E Energ, Cormonly Conrtrolled Entitles 1s a party or
under which LG&E Energy or any of the LGLE Energy Commonly
Cohtrolled Entities has cbligations and, with respect to
her

ea h [.G&E Energy Plan, « e applicable, (1) such plan and
CHE most recent summary pian description, (ii) the most

retent annual repor: filed with the IRS, (iii) each related
triist agreement, lnsurance contract, service provider or
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ifivestment management agreement f{including all amendments -

-
-~

each such document). !i") the most recent determination of
the IRS with respect to :the gqualified status of such LG&E
Enerqy Plan, and (v! the most recent actuar.al report or
vsluatlon

(£)  Pavments Resultinq from the Merger. No LG&E
E erqy Plan or LG&Z Energy Employment Arrangement exists
wBich could rosul* in the payment to any current. “ormer oOr
fﬁture director or employee of LC&E Energy, any LG&E Energy
Commonly Controlled Zntity or to any trustee under any
"rabb1 trust" or similar arrangement cof any money or other

_ property or rights or accelerate, vest or provide any other
, ‘ rights or benefits to or in any such employee or director as
a result of the conswmmation, announcement of or other
action relating to the transactions contemplated by this
Agreement whether or not such payment, acceleration,

vestlng er provision would constitute a "parachute payment"
(within the meaning of Section 280G of the Code) or whether
or%not some other subsequent action or event would be
required to cause such payment, acceleration, ves:ing or
provision to be triggered.

{(g) Labor Agreements. Neither LG&E Energy nor any of
the LG«E Energy Subsidiaries is a party to any c¢ollective
.bargaining agreement. Since January 1, 1993, neither LG&E
Energy nor any cf the LG&E Energy Subsidiaries has had any
employee strikes, work stoppages. slowdowns or lockouts or
reCeived any requests for certifications of bargaining units
or¥any other requests for collective bargaining. There is
nogunfair labor practice, employment discrimination or other
complalnt against LG&E Energy or any of the LG&E Energy
Subsidiaries pending or, to the best knowledge of LG&E
Enérgy, threatened.

F  Section 5.11 Environmental Protection. Except as set
forth in Section 5.11 of the LG&E Enrrgy Disclosure Schedule or
in the LGAE Energy SEC Reports tiled prior to the date hereof:

e (a) Compliance. LG&E Energy and each of the LG&E

g8 el Energy Subsidiaries are in material compliance with all

3 appllcable Environmental Laws; and neither LG&E Energy nor
any of the LG&E Energy Subsidiaries has received any
communication (written or oral) from any person or
Governmental Authcrity that asc<erts that LG&E Energy or any
of §the LG&E Energy Subsidiaries 1s not or has not been in
ma erlal compliance Nltb applicable Envivonmental Laws,
,except for communications with respect to such matters as
haye been fully and finally resolved or as to which no
material obligation of LG&E Energy remains.

(b) Environmental Permits. LG&E Energy and each of

the'Lg&E Energy Subsidiaries have obtained or have timely
applled for all Environmental Permits necessary for the




construction of tin2ir facilliiiles or the conduct cf therir
operations, and 3ll guczi Environmerzal Permits are in jood
%tanding cr, where applecable, a ranewal applicaticn has
been timely Ziled and Is gending agency apprewal, and LG&E
lerg, and the L3&%EZ Energy Subsidlaries are in material
mpliance with all =-arms and ccnditions cf :he
Environmental Perm:-s and LC&E Energy reasonably belleves
that any transfer, renewali oI reapplication fzr :any
Eﬁyi:onmental Permiz required as a result of the Merger can
bblaccomplished in the srdinary ccurse of pus.iness

{c) Environmental Claims. To the best knowledge of
&E Energy, there 1s no material Environmental Claim
péndlnq (1) against LG&E Energy or anryv of the LG&E Energy
Sub51d1ar1es or LG&E Energy Joint Ventures, or (ii) against

y real or personal property or operations which LG&E
Enerqy or any of the LG&E Energy Subsidiaries owns, leases
o) ;panaqes, in whclie or in part.

%v(d) Releases. LG&E Energy has no knowledge of any
leases of any Hazardous Material that would be reasonably
11} ely to form the basis of any material Environmental Claim
aqalnst LC&E Energy or any of the LG&E Energy S.bsidiaries.

{e) Predecesscrs. LG&E Energy has no knowledge of any
erial Envi-onmental Claim pending or threatened, or of
JiRelease of Hazardous Materials or other circumstances
‘§would be reasonably llxely to form the basis of any
matérlal Environmen-al Claim, in each case against any
.person Or entity fincluding., without limitation, any
predecessor cf LG&E Znergy or anv of the LGSE Energy
Subsidlarles) whose liability LG&E Energy or any of the LG&E
Ene gy Subsidiaries has or may have retained or assumed
eitBer contractually or by operaticon of law or against any
reai$or personal property which LG&E Energy or any of the
LG&E! tEnergy Subsidiaries former.y owned, .eased or managed,

2

1n<'hole or in part.

$®¥2(°) Disclosure. To LG&E Energy’s best knowledge, LG&E
EneLgy has disclosed %o KU Energy all material facts which
LG&f%Enerqy reasonably believes (1) relate to the cost of

Enerqy pollurtion contro. equipment currently required

or own to be required in the future; (1i) relate to the
costfithat LG&E Energy reasonabl s expects to Lncur to comply
witlfgthe requirements .of the Clean Air Act Amendments of
1990% (1ii) relate :to current LG&E Energy remediation costs
orj‘;&a Energy remediation costs known to te required in the
fuldre (including, without limitation, any payments to
re; fVe any threartened or asserted Environmental Claim for
-rem‘dlatlon costs); or (:1v) f£norm the basis of any other
mat ﬁlal Environmenzal Cla:im affec:inq LG&E Energy.

ection 5.12 Regulat:ion as a Utility. LG&E Energy is
an exemp publxc utilizy holding company under Section 3{a) (1) of




(V)
(¥a)

the 1935%Act. LG&E is regula:ed as a public utility in the

Commonwealth 2f Kentucky and 1n no other state or commonwealth.

txcept as set f7r:-h in the immediately preceding sentence or in

Section 5.12 of the LG&EZ Znergy Disclosure Schecule, neithar LG&E

ny' or "affiliate" (as those

i of LG&EZ EZnergy is subject <2
ug

rerms arg defined in the 1233
regulation as 3 public uz:iiizy LC service ccmpany (or
s:milar éesiqnation) by any sta he United-States or any
fcreign country.

_Section 5.13 “ote Reguired. The issuance of the LG&E
Energy Common Stock requires that the restated articles of
incorporition of LG&E Energy be amended to increase the number of
authorizéd shares of LG&E Energy Common Stock (the "Articles
Amendmentfl’) . The approval of the Articles Amendment requires the
;ffirmatg;e vote of a majority of the votes entitled to be cast
by holders of outstanding shares of LG&E Energy Common Stock.
The approval of the Merger by a majority of all the votes
entitled jto be cast by all holders of LG&E Energy Common Stock 1is
required go approve this Agreement, the Merger and the other
transactions contemplated hereby (the "LG&E Energy Sharcholders’
Approvalﬂgh No vote of the shareholders of LG&E Znergy or any of
its subsidiaries is required to approve the LG&E Energy Stock
Option Agtreemert.

Section S5.1i4 AcZounting Matters. Neither LG&E Energy,
any LG&E Enerqgy Subsidiary ncr. to LG&E Energy’'s best knowledge,
any of ié% affiliates has -aken or agreed to take any action that
would prébent the Company Ir>m accounting for -he transactions -0
b effected pursuant to :his Agreement as a pocling of interests
in accordance with GAAP and applicable SEC regulations.

§Section 5.15 lon-appiicability of Certain Kentucky

Law. Except as set fortn in Section 5.4(c) of the LG&E Energy
Disclosuﬁé Schedule, assuming that the representation and
warranty f KU Energy made :n Section 4.18 1s correct, none of
the requirements relating "0 certain business combinations of
Sections R71B.12-200 through 2718.12-23C of the KBCA or any
similar qxovisions of the KBCA 'or, to the best knowledge of LG&E
Energy, any cther similar state statute) are applicable to the
~ransactions contemplated by this Agreement, including the
-anting fof :he LG&E Energy Stcck COption pursuant to the LG&E

énergy Stock Opticn Agreement or the exercise thereof.

- 44

> Section 5.16 Cpinion of Financial Advisor. On May 20,
97. Th% Blackstone Group L.P. deliver.d 1ts opinion, to the
fect that, as of the date thereof, the Exchange Ratio is fair
-om a financial poin:t of w~iew zc :the holders of LG&E Energy
crmon Stock.

~
-
-
I4
-
-
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% Section S5.17 Insurance. Except as set forth in
Section 9.17 ol the LG&E IZnergy Disclosure Schedule, LG&E Energy
and each%of the LG&E Energy Subsidiaries are, and have been

continuolsly since January 1, 1991, insured with financially
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responsible insurers in such amounts and against such risks and
losses as are customafy/in all material respects for companies
conducting the business as conducted by LG&E Energy and the L3&E
Energy Subsidiaries during such time period. Except as set forth
in Section 5.17 of the LG&E Energy Disclosure Schedule, neither
LG&E Energy nor any of the LG&E Energy Subsidiaries has received
any notice of cancellation or termination with respect to any
material insurance policy of LG&E Energy or any of the LG&E
Energy Subsidiaries. The insurance policies of LG&E Energy and
each of the LG&E Energy Subsidiaries are valid and enforceable
policies in all material respects.

Section 5.18 Ownership of KU Enerqgy Common Stock.
Except pursuant to the terms of the KU Energy Stock Option
Agreement and as set forth in Section 5.18 of the LG&E Energy
Disclosure Schedule, LG&E Energy does not "beneficially own" (as
such term is defined for purposes of Section 13(d) of the
Exchange Act) any shares of KU Energy Common Stock.

Section 5.19 LGC&E Enerqgy Rights Agreement. LG&E
Energy and the Board of Directors of LG&E Energy have taken all

necessary action so that none of the execution of this Agreement,
the LG&E Energy Stock Option Agreement and the consummation of
the transactions contemplated hereby or thereby will (i) cause
any LG&E Energy Rights issued pursuant to the Rights Agreement,
dated as of December 19, 1950, as amended (the "LG&E Energy
Rights Agreement"), to become exercisable, (ii) cause KU Energy
or any of its Affiliates (as defined in the LG&E Energy Rights
Agreement) to be an Acquiring Person (as defined in the LG&E
Energy Rights Agreement) or give rise to a Distribution Date or
Triggering Event (as each such term is defined in the LG&E Energy
Rights Agreement). LG&E Energy has delivered to KU Energy a
complete and correct copy ¢f the LG&E Energy Rights Agreement as
amended and supplemented to the date of this Agreement.

ARTICLE VI
CONDUCT OF BUSINESS PENDING THE MERGER

_ Section 6.1 Covenants of the Parties. After the date
hereof and prior to the Effec..v/e Tima2 or earlier termination of
this Agreement, LG&E Energy and KU Energy each agree as follows,
each as to itself and as to each of the LG&E Energy Subsidiaries
and the KU Energy Subsidiaries, as the case may be, except as
expressly contemplated or permitted in this Agreement, the LG&E
Energy Stock Option Agreement or the'KU Energy Stock Option
Agreement, or to the extent LG&E Energy or KU Energy, as the case
may be, shall otherwise consent in writing:

(a) Ordinarv Course of Business. Each party hereto
shall, and shall cause its Direct Subsidiaries to, carry on
their respective businesses in the usual, regular and
ordinary course in substantially the same manner ac




o
)

T () - oy,
[

use ail commerclilally reasonable
thelr present business
: dreserve the joodwill ard
elaticnships with cu S, suppliers and others having
siness dealings wiz® them and, subject to prudent
lnagement of workiorce needs and ongoing programs currantiv
fﬁaforce, keep availabie tnhe serwvices of their presen:
officers and emplcyees. : t as set forsh in Sectizn
6.1(a) of the LG&E Zrers, Zisclosure Schedule or ths KU
Energy Disclosure Schedul respectively, and except for
acquisitions and capi:al expenditures permitted by Sections
6%1(e), 6.1(f) and 6.1(aa). no party shall, nor shall any
party permit any of its Direct Subsidiaries to, enter into a
new line of business, or make any change in the line of
bﬂhiness it engages in as of the date hereof involving any
fterial investment of assets or resources or any material
Zébosure to liability or loss f{including without limitation
any loans or capital contributions to, and the undertaking
oq;_:‘any guarantees in favor of or any "keep well" or other
agreements to maintain the financial condition of, another
pe}son), in the case of KU Energy, to KU Energy and its

Heretofore conduc:ead
_3§forts to preserve in
grganizations and gocd:
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'suBsidiaries taken as a whole, and in the case of LG&E

Energy, to LG&E Energy and 1ts subsidiaries taken as a

#: (b) Dividends. ©No party shall, nor shall any party
permit any of its Direct Subsidiaries to, (i) declare or pay
- dividends on or make other distributions in respect of
~of their capital stock other than to such party or its
wh@lly owned subsidiaries, dividends required to be paid on
anyi preferred stock cf any LG&E Energy Subsidiary or KU
Enérgy Subsidiary in accordance with their respective terms,
reéhlar quarterly dividends on LG&E Energy Common Stock with
usual record and payment dates not, during any fiscal vear,
in%?xcess of 104% of the dividends per share for the prior
fi%Fal year, regular quarterly dividends on XU Energy Common
Stogck with ustal record and payment dates not, during any
fisgal year, in excess of 102.5% of the dividends per share
~the prior fiscal vear; (i1i) split, combine or reclassify
Z0f their capital stock or issue or authorize or propeose
.issuance of any cther securities in respect of, in lieu
Jor in substitut:on for, shares of their capital stock;
1ii) redeem. repurchase or otherwise acquire any shares
heir capital stock. other than with réespect to clauses
% (11) end (111} ‘A) as requived by tlin respective terms
of‘ghy preferred stock .of any LG&E Energy Subsidiary or KU
Energy Subsidiary. i3) 1in connection with refunding
preferred stock of any LG&E Energy Subsidiary or KU Energy
Suﬁ?idiary with preferred stock or debt at a lower cost of
fuﬁﬁ; (calculating such cost on an after-tax basis), (C) in
conﬁec:ion with intercompany purchases of capital stock or
(D)gfor the purpose of funding or providing benefits under

~ employee benefit plans, stock option and other incentive

compensation plans, directors plans and s

T

tock purchase a

. s
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dividend reinvestment plans in accordance with past practice
or as may be permitted by Section 6.1(i). The last record
date of each of LG&E Energy and KU Energy on or prior to the
Effective Time which relates to a regular gquarterly dividend
on LG&E Energy Common Stock or KU Energy Common Stock, as
the case may be, shall be agreed to by the parties in
advance and shall be the same date and shall be prior to the
Effective Time.

(c) Issuance of Securities. No party shall, nor shall
any party permit any of its Direct Subsidiaries to, issue,
agree to issue, deliver, sell, award, pledge, dispose of, or
otherwise encumber or authorize or propose the issuance,
delivery, sale, award, pledge, disposal or other encumbrance
of, any shares of their capital stock of any class or any
securities convertible into or exchangeable for, or any
rights, warrants or options to acquire, any such shares or
convertible or exchangeable securities, other than pursuant
to the KU Energy Stock Option Agreement or the LG&E Energy
Stock Option Agreement, other than intercompany issuances of
capital stock to wholly owned subsidiaries, and other than
‘issuances (i) in the case of KU Energy and the KU Energy
Subsidiaries, (x) in connection with refunding preferred
stock of the KU Energy Subsidiaries with preferred stock or
debt at a lower cost of funds (calculating such cost on an
after-tax basis) and (y) up to 500,000 shares of KU Energy
Common Stock (and associated KU Energy Rights) that may be
issued in connection with the Long Term Incentive Plan
identified in Section 4.10(a) (20) of the KU Energy
Disclosure Schedule or pursuant to other employee benefit
plans, stock option and other incentive compensation plans
and directors plans; (ii), in the case of LG&E Energy and
the LG&E Energy Subsidiaries, (x) in connection with
refunding preferred stock of the LG&E Energy Subsidiaries
with preferred stock or debt at a lower cost of funds
(calculating such cost on an after-tax basis) and (y) up to
500,000 shares of LG&E Energy Common Stock (and associated
LG&E Energy Rights) to be issued pursuant to employee
benefit plans, stock option and other incentive compensation
plans, directors plans, and stock purchase and dividend
reinvestment plans; and (1ii) the issuance of capital stock
under the KU Energy Rights Agreement or the LG&E Energy
Rights Agreement if required by the respective terms
thereof. The parties shall promptly furnish to each other
such information as may be reasonably requested (including
financial information) and take such action as may be
reasonably necessary and otherwise fully cooperate with each
other in the preparation of any registration statement under
the Securities Act and other documents necessary in
connection with issuance of securities as contemplated by
this Section 6.1(c), subject to obtaining customary
indemnities.




39

(d) Charter Documents. Neither KU Energy nor LG&E
Energy shall, nor shall either of them permit either KU or
LG&E, as the case may be. to, amend or propose to amend its
respective articles of incorporation, bylaws or regulations,
or similar organic documents, except as contemplated herein,
as may be required to implement the provisions of Sections
7.13 and 7.14 or as set forth in Section 6.1(d) of the KU
Energy Disclosure Schedule or LG&E Energy Disclosure
Schedule.

(e) No Acquisitions. Except as set forth in
Section 6.1(e) of the KU Energy Disclosure Schedule or the
LG&E Energy Disclosure Schedule, other than (i) acquisitions
by KU Energy and its Direct Subsidiaries not in excess of
$300 million, singularly or in the aggregate and (ii)
acquisitions by LG&E Energy and its Direct Subsidiaries not
in excess of $300 million, singularly or in the aggregate,
no party shall, nor shall any party permit any of its Direct
Subsidiaries to, acquire, or publicly propose to acquire, or
agree to acquire, by merger or consolidation with, or by
purchase or otherwise, a substantial equity interest in or a
substantial portion of the assets of, any business or any
corporation, partnership, association or other business
organization or division thereof.

(£) Capital Expenditures . Except as set forth in
Section 6.1(f) of the KU Energy Disclosure Schedule or the
LG&E Energy Disclosure Schedule or as required by law, or
for acquisitions permitted by Section 6.1(e), no party
shall, nor shall any party permit any of its Direct
Subsidiaries to, (i) (x) in the case of KU Energy, make
capital expenditures in excess of $50 million over the
amount budgeted by KU Energy or its Direct Subsidiaries for
capital expenditures as set forth in such Section 6.1(f) of
the KU Energy Disclosure Schedule and (y) in the case of
LG&E Energy, make capital expenditures in excess of $50
million over the amount budgeted by LG&E Energy or its
Direct Subsidiaries for capital expenditures as set forth in
such Section €6.1(f) of the LG&E Energy Disclosure Schedule
or (ii) enter into written commitments for the purchase of
sulfur dioxide emission allowances as provided fcr by the
Clean Air Act Amendments of 13890.

(g) No Dispositions. Except as set forth in Section
6.1(g) of the KU Energy Disclosure Schedule or the LG&E
Energy Disclosure Schedule, other than (i) dispositions by
KU Energy and its Direct Subsidiaries of less than $100
million in book wvalue, singularly or in the aggregate and
(11) dispositions by LG&E Energy and its Direct Subsidiaries
of less than $100 million in book value, singularly or in
the aggregate, no party shall, nor shall any party permit
any of its Direct Subsidiaries to, sell, lease, license,
encumber or otherwise dispose of, any of its assets, other




than eéncumbrances or dispositicns in the ordinary course of
its business consistent with past practice.

" Indebtedness. Except as c:nterpla*ed by this

, no party sha.l, ncr shall any party permit any of
'1ts ‘Direct Subsidiaries to, incur or guarantee any
indebfBdness (including any debt borrowed or guaranteed or
other"se assumed including, without limitation, the

e of debt®securities or warrants or rights to acguir
enter into any "Xeep well" or other agreement to
any financial statement condition of another person
2r into any arrangement havxng the economic effect of
‘the foregoing other than (i) short-term indebtedness
in thé&&ordinary course of business consistent with past
practhe {such as the issuance of commercial paper or the

use offexisting credit facilities); (ii) arrangements

between such party and its Direct Sub51dlar1es or among its
Dzrect Subsidiaries; (iii) indebtedness incurred to finance
acquisitions permitted by, and subject to the limitations
meos%% by, Section 6.1l(e}; (iv) additional indebtedness in
an. amount not to exceed in the aggregate $100 maillion, in
the.caSe of KU Energy and its Di:ect Subsidiaries, and
addlthnal indebtedness in an amount not to excz2ed in the
agqreéﬁte $100 million, in the case of LG&E Energy and its
Direct§¥Subsidiaries; or [v) in connection with the refunding
of .existing indebtedness or the refunding of preferred stock
of “the KU Enerqgy: Subsidiaries or the LG&E Energy
Subsxdlarles as permlt ed by 3Sections 6.1(b) or 6.1(c).

Ccmpensatlon, Beneflts. Except as set forth in
Sectlo ~-6 1 of the KU Energy Disclosure Schedule or the
LG&E ergy Dlsclosure Schedule, as may be required by
appll' ble law, ‘as may ce required to facilitate or obtain a
determlnatlon from Lhe IRS that a plan is "qualified" within
the mean;nq of Section 401(a) of the Code or as contemplated
by thhﬁ*Agreement no party shall, nor shall any party
permiany of its Direct Subsidiaries to, (i) enter into,
adop-#Pr¥amend or increase the amount or accelerate the
paymentfbr vesting of any benefit or amount payable under,
any loyee benefit plan or any other contract, agreement,
commitment, arrangement ovlan or policy covering employees,
:forme: .mployees, directors or former directors or their
beneficiaries or providing benefits to such persons that is
maint,'ned by, contributed to or entered into by such party
( wof its Direct Subsidiaries, or ‘ncrease, or enter

diny contract, agreement, commitment or arrangement to
lncreise in any manner, the compensation or fringe benefits,
or otHerwise to:extend expand or enhance the engagement,
"ent or any related rlqh s of, or take any other
-grant¥any penefit (including, without limitation,
-options or stock option plan) not required under
ms. of any existing employee benefit plan, or other
t,: agreement, commitment, arrangement, plan or any
10T wlth any director, officer or other employee of




such pdrty or any of 1ts Z.rect Subsidiaries, except for
normal@l(including inczr.ive) 1increases Or grants or actions
in thefordinary course >I business consistent with

applic ble industry oracsice that, in =he aggregate, 3o not
result. in a material incrzase in benefils or compensaticn
=tpens§“*o such party cr any of its Direct Subsidilaries or
{11} e ter into or amencd any LG&E Energy Zmployment

Arranqéhent; or KU EZnergy Zmpioyment Arrangements,
-espec'ively, or any other empioyment, severance or sgecial
pay ar i = -0 -he emp.ioyment or

r other similar contraceg,
aqreement or ar*angemen ith any director or officer cr
other ghployee other ghan in the ordinary course of business
conSLS€Ent with applicable industry practice; provided,
howeveZ, neither KU Energy nor LG&E Energy shall provide
changef§in control protections to a greater number of its
respecti
Energy§s Supplemental Security Plan as of January 1, 1997.

1935 Act. Except as set forth in Section 6.1(3)
of the KU Energy Disclosure Schedule or LG&E Energy
Disclosure Schedule, and except as required or contemplated
by thlg;Agreement, no party shall, ncr shall any party
permitfany of its subsidiaries ;o, take or fail to take any
action'which would cause a change in such party's status as
an exempt public utility holding company under the 1935 Act.

( ) Transmission, Generation. Except as permitted
pursuant to Section 6.1{f) and except as required pursuant
to tariffs on file with the FERC as of the date hereof, in
the ordinary course of business consistent with past
practice, or as set forth in Section 6.1(k) of the KU Energy
Disclosure Schedule or rhe LG&E Energy Disclosure Schedule,
neithe¥ KU Energy nor LJ&E Energy shall permit KU or LG&E,
as thefcase may be, to 1) commence construction of any
additifPnal generating, transmission or delivery capacity, or
gas stodrage capaci*y cr {11) ohbligate 1itself to purchase or
otherwise acquire any, addit.ocnal generating, transmission or
dell*°Ey facilities, or gas storage facilities, or to sell
or athprwise dispose 0f, or to share, any generating,
-ransmissxon or delivery facilities owned by KU or LG&E
exceptias set forth in the budgats of KU Energy and LG&E
Znergyp:

) Accounting. ZIxcept as set fcrth .n Section 6.1(1)
of the KU Energy Disclcsure Schedule or LG&E Energy
Disclosure Schedule, no parsy shall, nor shall any party

iy any of 1ts Direct Subsidiaries to, make any changes

$ accounting methods, except as required by law, rule,
requl'tlon or GAAP

uﬁ) Poollng No party shall, nor shall any party
perml any of its subsidiaries to, take any action which
would? or would be reascnably likely to, prevent the Company




from accounting for the

o
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transactions -0 be effected pursuant
to this Agreement as a pocling of interests 1n accordance
with GAAP and applicab.e 32ZC regulaticns, "and each pAarty
neretoc shall use ail rss-unabple efforts -¢ ac..ieve such
resul: f{including taking such acticns as may be necessary o
cure any facts or circumstances that could prevent such
~ransactions from gualiiying fcr ooling-of-intarests

accounting treatment).

{n) Tax-Free Status. No party shall, nor shall any
party permit any of i1ts subsidlaries to, take any actions
which would, or would be reasonably likely to, adversely
affect the status of the Merger as a tax-free reorganization
under Section 368(a) of the Code, and each party hereto
shall use all reasonable efforts to achieve such result.

(o) Affiliate Transactions. Except as set forth in
Section 6.1{(o) of each of the XU Energy Disclosure Schedule
or 'the LG&E Energy Disclosure Schedule, no party shall, nor
shall any party permit any of its Direct Subsidicries to,
enter 1into any material agreement or arrancement with any of

their respective
subsidiaries) on
party than could
obtained with an

affiliates {(other than wholly owned

terms materially less favorable to such

be reasonably expected tc have w»een
unaffiliated third party on an arm’'s-length

basis.

‘p} Cooperation, Motification. Each party shall, and
shall cause its Direct Subsidiaries to, (i) confer on a
regular and frequent pasis with one or more representatives
0f the other party o discuss, subject to applicable law,
materi1al operational ma:zters and the general status of its
ongoing operations:; (i1 promptily notify the other party of
any s:gnificant changes .n its bDusiness, properties, assets,
condi-ion (financial or other), results cf operations or
preospects; (1ii) advise the other party of any change or
savent which has had or, inscfar as reasonably can be
foreseen, 1s reasonably likely to result in, in the case of
*U Enexrgy, a KU Energy Material Adverse Effect or, in the
case of. LG&E Energy, a LG&E Energy Material Adverse Effect;
and (iv) promptly provide the cther party with copies of all
filings made by such party or any of its Direct Subsidiaries
with any state or federal court, administrative agency,
commission or other Gowvernmental Authority 1in connection
with this Agreement and the trarsactions con:zemplated
nereby. '

(q) Rate Matters. Each of KU Energy and LG&E Energy
shall, and shall cause KU or LG&E, as the casz may be, to
discuss with the-other any changes in regulated rates or

charges (other than automatic cost pass-through rate
adjusrment clauses). standards of service or accounting of
¥7J or LG&E, as the case may be, from those in effect on the

date hereof and consult with the other prior to making any
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filing (or any amendment thereto), or effecting any
agreement, commitment, arrangement or consent with
governmental regulators, whether w#ritten or oral, fcrmal or
informal, with respect =thereto, and €xcept as set forth in
Sect:on 6.1(q) of each of the KU Energy Disclosure Schedule
Srithe LG&E Energy Disclosure Schedule neither party nor KU

OLLLG&E will make any f:ling to change the regulated rates
of#KU or LG&E,: ds the case may be, that would haw e a
material adverseleffec: on the benefits associated with she
business combination provided for herein.

vi (r) Third-Party Consents. KU Energy shall, and shall
cause the KU Energy Subsidiaries to, use all commercially
reasonable efforts to obtain all KU Energy Required
Consents. @ KU Energy shall promptly notify LG&E Energy of
any, failure or Prospective failure to obtain any such
consents and, iflrequested by LG&E Energy, shall provide
copies of all KU-Energy Required Consents obtained by KU
Energy to LG&E Energy. LG&E Energy shall, and shall cause
the LG&E Energy Subsidiaries to, use all commercially
reasonable: efforts to obtain all LG&E Energy Required
Consents. 'LG&E Energy shall promptly notify KU Energy of
any failure or prospective failure to obtain any such
consents and, if ‘reques:ted by KU Energy, shall provide
copies of all LG&E Energy Required Consents obtained by LG&E
Energy to KU Energy. -

i
7 (s) No Breach, Etc. No party shall, nor shall any
party permit any . of its Direct Subsidiaries Lo, willfully
take any action that would or is reasonably likely to result
inia material breach of any provision of this Agreement, the
LG&E Energy Stock:Option Agreement or the KU Energy Stock
Option Agreement,’’as the case may be, or in any of itsg
representations.and warranties set forth in this Agreement,
the LG&E Energy Stock Option Agreement or the KU Energy
Stock Option Agreement, as the case may be, being untrue on
andias of the Closing Date.

A

#% 1%)  Tax Exempt Status. No party shall, nor shall any
party rermit any Direct Subsidiary to, take any action that
would likely jeopardize the qualification of any outstanding
revenuc bonds of LG&E Energy, KU Energy or of their Direct
Subsidiaries which qualify on the date hereof under Section
142(a) of the Code as "exempt facility bonds" or as
tax-exempt industrial developmen’ bonds under Section
103(b) (4) of the Internal Revenue Code of 1954, as amended,
prior to the Tax\&eform Act of 1986.

i (u)  Transjtion Management. As soon as practicable
atter the date hereof, the parties shall create a special
transizion management task force (the "Task Force"), the two
co-chairmen of which shall be Victor A. Staffieri, or
another individual’ designated by LG&E Energy, and O.M,
dividual designated by XU Energy.

Goodlett, or another in
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The Task Force shall examine various alternatives regarding
the manner in which to best organize and manage the business
of the Company after the Effective Time, subject to
applicable law. The co-chairmen will have joint decision-
mak...g authority regarding the Task Force. Each party will
appoint an equal number of representatives to the Task
Force, who shall have (subject to the joint direction of the
co-chairmen) responsibility for the day-to-day activities
and operations of the Task Force.

’ (v} Tax Matters. Except as set forth in Section
6.1(v) of the KU Energy Disclosure Schedule or the LG&E
Energy Disclosure Schedule, no party shall make or rescind
any material express or deemed election relating to taxes.
settle or compromise any material claim, action, suit,
litigation, proceeding, arbitration, investigation, audit or
controversy relating to taxes, or change any of its methods
of reporting income or deductions for federal income tax
purposes from those employed in the preparation of its
federal income tax return for the taxable year ending
December 31, 1996, except as may be required by applicable
law. '

{

(w) Discharge of Liabilities. No party shall, nor

shall any party permit any of its Direct Subsidiaries to,
pay, discharge or satisfy any material claims, liabilities
or obligations (absolute, accrued, asserted or unasserted,
contingent or otherwise), other than the payment, discharge
or satisfaction, in the ordinary course of business
consistent with past practice (which includes the payment of
final and unappealable 'judgments and the refinancing of
existing indebtedness for borrowed money either at its
stated maturity or at a lower cost of funds) or in
accordance with their terms, of liabilities reflected or
reserved against in, or contemplated by, the most recent
tonsolidated financial statements (or the notes thereto) of
such party included in such party’s reports filed with the
SEC, or incurred in the ordinary course of business
consistent with past practice or, pursuant to Section 6.1(h)
or as disclosed in Section 6.1(h) of the LG&E Energy
Disclosure Schedule or ¥U Energy Disclosure Schedule or as

: spart of or pursuant to any settlement of any rate filings
before the public utility commission of any state or the
FERC pending on the date of this Agreement.

(x) Contracts. No party shall, except in the ordinary
course of business consistent with past practice, modify,
amend, terminate, renew or fail to use reasonable business
efforts to renew any material contract or agreement to which
such party or any Direct Subsidiary of such party 1is a
party, Or waive, release Or assign any material rights or
claims.
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. {y) Insurance. E220 party shall, and shall cause its
Direct Subsidiaries to, maintain with financially
:ebponsiblevinsujance companles insurance in such amounts
iﬁﬁ}aqainst suchfrisks and losses as are cistomary for
é§&panies engaged in the electric and gas utility industry
agd,employinq methods of generating electric power and fuel
sBurces, similar.to those methods employad and fuels used by
SﬁEp pdrty.oriitsiDirect Subsidiaries.

'2) Permits. Each party shall, and shall cause its
Direct Subsidiaries to. use reasonable efforts to maintain
inreffect all existing governmental permits pursuant to
Vh;fh such partyior its Direct Subsidiaries operate.

o (aa) Limitation on Investments in Joint Ventures and
Unrestricted Subsidiaries. From and after the date hereof
agggexcgpt_as set; forth in Section 6.1(aa) of. the KU Energy
Disclosure Schedule or the LG&E Energy Disclosure Schedule,
(fkﬂKU Energy will not make, and will not permit any KU
Eégrqy Subsidiary;to make, any additional investments in, or
lgans or capital ‘contributions to, or to undertake any
guarantees Or other obligations with respect to, any KU
Eggrgy Joint Venture or KU Energy Unrestricted Subsidiary in
excess of $50 million (which amount shall be in addition to
theiamounts budgeted for capital expenditures and
acquisitions as set forth in Sections 6.1(e) and 6.1(f) of
tHe' KU Energy Disclosure Schedule and amounts permitted by
séctionf6.1(e)); and (ii) LG&E Energy will not make, and
will not permit any LG&E Energy Subsidiary to make, any
additiogalginvestments in, or loans or capital contributions
tSfor to undertake any, guarantees OT other obligations
with respect to, ‘any LG&E Energy Joint Venture or LG&E

Eﬁéﬁgy Unrestricted Subsidiary in excess of $50 million
(ﬁﬁich amount shall be in addition to the amounts budgeted
£o; apital expenditures and acquisitions as set forth in
Sect;on?ﬁS(l(e)fand §.1(f) ot the LG&E Energy Disclosure

Séﬁedule and amounts permitted by Section 6.1(el).

ARTICLE VII

- ADDITIONAL AGREEMENTS

- Section 7.1% Access to Information. Upon reasonable

notice};each;party shall, and shall ~ause its Direct Subsidiaries
to, afford tg-the officers, directors, employees, accountants,

counseﬁw,invéstment bankers, financial advisors and other
represepta:iggs'of the other {collectively, "Representatives")
‘reasonable access, during normal business hours throughout the

s saf
Lor;

'peiiod,ﬁ:iorfto}the Effective Time, to all of its properties,
books ,fcontracts, commitments and records (including, but not
“limited¥to, ZTa ,
etyZfaud:itsy repo
fina)ly’ refatingf

anﬁae;prgg,and environmental or worker health and
tsy studies and investigations, whether draft
qighe party, itc Direct Subsidiaries or anv




e

A

P} S
tegs

F
(% 2

property curren ly or formeriy cwned, leased or operatad by the
party or its Direct Subsidiaries) and, dh ing cuch period each

party! shq;lg and shall cause :ts Direct Subsidiariles Lo, turnish
_-umptly “ogthe other (i) access =z each regert, schedule and
ocheridccument filed or received by it or any 0f its Direc:
atbsxdlarleE pursuant to the raquirements of Zederal or state
securities laws or filed with or s2nt 2o the SEC, the FERC, the
Cepartment Of Justice, the Federa. Trade Ccmmissicn, tne Rencucky
Pubiic Serv{ce Commission and “irginia State Corpcration

Cormission 8r any other federai or state reguiatory agency or

_commission.%and (11' access to all information concerning

themselves, jtheir subsidiaries, directors, officers and
shareholders’and such other matters ac may be reasonably
requested by:the other party in connection with any filings,
applications’or approvals required or contemplated by this
Agreement or.for any other reason related to the transactions
contemplated by this Agreement. Each party shall provide access
to those premises, documents, reports and information described
above of subsidiaries of such party that are not Direct
Subsidiarie§%to the extent such party has or is able to obtain
such access.f Each party shall, and shall cause its subsidiaries
and Representatives to, hold in strict confidence al' Information
{as defined §n the Confidentiality Agreement) concerring the
other parties furnished to it in connection with the transactions
contemplated:by this Agreement in accordance with the
Confidentiality Agreement, dated as of October 30, 1996, between
KU Energy and LG&E Energy, as it may be amended from time to time
{the "Confxdentlallty Agreement") .

qtion 7.2 Joint Proxy Statement and Registration

Sratement.

‘a). Preparation and Filing. The parties will prepare
aixd file with the SEC as soon as reasonably practicable after the
date hereof the Registration Statement and the Proxy Statement
itogether, the "Joint Proxy/Registration Statement"). The
parties heveto shall each use reasonable efforts to cause the
Registration}Statement to be declared effective under the
Securities Act as promptly as practicable after such filing.

Each party hereto shall also take such action as may be
reasonably required to cause the shares of LG&E Energy Common
Stock issuable in connection with the Merger to be registered or
to obtain an’ exemptlon from registration under applicable state
"blue sky" or securities laws; proviued, however, that no party
shall be requ;red to register or gqualify as a foreign corporation
or to take other action which would subject it to service of
process, in any jurisdiction where it will not be, following the
Merger, so subject. Each of the parties hereto shall furnish all
information concerning itself which is required or customary for
nclusxon lnéthe Joint Proxy/Registration Statement. The parties
shall use reasonable efforts :o cause the shares cf LG&E Energy
Common"Stockgissuable in the Meiger to be approved for listing on
the NYSE uponiofficial notice of issuance. The information
provided by égy party hereto for use in the Joint




Proxy/Registration Statement shall be true and correct in all
material respects without omission of any material fact which is
required to make such information not false or misleading. No
representation, covenant or agreement is made by or on behalf of
any party hereto with respect to information supplied by any
other party for inclusion in the Joint Proxy/Registration
Statement.

(b) Letter of KU Energv's Accountants. KU Energy
shall use its best efforts to cause to be delivered to LG&E
Energy a letter of Arthur Andersen LLP dated a date within two
business days before the effective date of the Joint
Proxy/Registration Statement, and addressed to LG&E Energy, in
form and substance reasonably satisfactory to LG&E Energy and
customary in scope and substance for "cold comfort" letters
delivered by independent public accountants in connection with
registration statements on Form S-4 and proxy statements similar
to the Joint Proxy/Registration Statement.

(c) Letter of LG&E Enerqgy’s Accountants. LG&E Energy
shall use its best efforts to cause to be delivered to KU Energy
a letter of Arthur Anderson LLP, dated a date within two business
days before the date of the Joint Proxy/Registration Statement,
and addressed to KU Energy., in form and substance reasonably
satisfactory to KU Energy and customary in scope and substance
for "cold comfort"” letters delivered by independent public
accountants in connection with registration statements on Form.
S-4 and proxy statements similar to the Joint Proxy/Registration
Statement.

(d) Fairness Opinions. It shall be a condition to the
mailing of the Joint Proxy/Registration Statement to the
shareholders of KU Energy and LG&E Energy that (i) KU Energy
shall have received an opinion from Geldman, Sachs & Co., dated
the date of the Joint Proxy/Registration Statement, to the effect
that, as of the date thereof, the Exchange Ratio is fair to the
holders of KU Energy Common Stock and (ii) LG&E Energy shall have
received an opinion from The Blackstone Group L.P., dated the
date of the Joint Proxy/Registration Statement, to the effect
that, as of the date thereof, the Exchange Ratio is fair, from a
financial point of view, to the holders of LG&E Energy Common
stock.

Section 7.3 Regulatorv Matters.

(a) HSR Filings. Each party hereto shall file or
cause to be filed with the Federal Trade Commission and the
Department of Justice any notifications required to be filed
under the Hart-Scott-Rodino Antitrust Improvements Act of 1976,
as amended (the "HSR Act"), and the rules and requlations
promulgated thereunder with respect to the transactions
contemplated hereby and will respond promptly to any requests for
additional information made by either of such agencies.
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L “(b) Other Requlatory Approvals. Each party hereto
shall cooperate and use its best efforts tc promptly prepare and
file all necessary documentation, to effect all necessary
applications, notices, petitions, filings and other documents,
and to use all commercially reascnable efforts to obtain al.
necessary bermits, consents, approvals. waivers and
authorizations of all Governmenta! Authorities and ail o:ther
persons necessary or advisable to consummate the transacz-ions
contemplat?d by this Agreement, including, without lim.<a%=ion,
the KU Energy Required Statutory Approvals and the LGixE Znergy
Required Statutory Approvals. LG&E Energy shall have :the right
to review and approve in advance all characterizations of the
information relating to LG&E Energy, on the one hand, and KU
Energy shall have the right to review and approve in advance all
caaracterizations of the information relating to KU Energy, on
the other hand, in either case which appear in any filing made in
connection with the LG&E Energy Required Statutory Approvals and
the KU Energy Required Statutory Approvals sought in connection
with'this Agreement, -the LG&E Energy Stock Option Agreement or
the KU Energy Stock Option Agreement. LG&E Energy and KU Energy
shall eachiconsult with the other with respect to the obtaining
of all such necessary or advisable permits, consents, approvals,
waivers and authorizations cf Covernmental Authorities.

Section 7.4 Shareholder Approval.

(a) Approval of LG&E Snerqgy Sharcholders. Subject to
the provisions of Section 7.4(c) and Section 7.4(d)., LG&E Energy
shall, as soon as reasonably practicable after the date hereof
{i) take all steps necessary to duly call, give notice of,
convene and hold a meeting of its shareholders (the "LG&E Energy
Meeting") for the purpose of securing the LG&E Energy
Shareholders’ Approval, (ii) distribute to its shareholders the
Joint Proxy/Registration Statement 1in accordance with applicable
federal and state law and with its amended and restated articles
of incorporation and by laws, (1ii) subject to the fiduciary
duties of its Board of Directors, recommend to its shareholders
the approval of this Agreement and the transactions contemplated
hereby and; (iv) cooperate and consult with KU Energy with respect
to each of:the foregoing matters.

¥

L&

(b) Approval of KU Energy Shareholders. Subject to
the provisions of Section 7.4(c) and Section 7.4(d), KU Energy
shall, as soon as reasonably practicable after the date hereof
(i) take 3ll steps necessary to duly call, give nctice of,
ccnvene and hold a meeting of its shareholders (the "KU Energy
Meeting") for the purpose of securing the KU Energy Sharehoiders’
Approval, {ii) distribute to its shareholders the Joint
Proxy/Registration Statement in accordance with applicable
federal and state law and with its amended and restated articles
of incorporation and bylaws, (1ii) subject to the fiduciary
duties of its Board of Directors, recommend to its shareholders
the apprevel of this Agreement and the transactions contemplated
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hereby and (iv) cooperate and ¢
respect to each of the torego:in
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uzc ~.th LG&E Energy with

b
g atters.

5

: “(c) Meeting Da:s. The LG&E Inergy Meeting fcr =he
u*pose of securing the LG&Z =Znergy Shareholders' Approval and
the KU Znergy Meeting fcr <he purpose cf securing the KU Energy
S“areho*ae s’ Approval shail pe nheld on such dates as KU EZnergy

d LG&“ 'ne*g, shall mutualiy determine

.y A:(d) Fairness Cpinicns Not withdrawn. It shall ke a
conditioqgto the obligation of LG&E Energy to hold the LGS&E
Energy. Meétinq that the cpinion of The Blackstone Group L.P.
referred to in Section 7.2(d), shall not have been WLthdrawn, and
it shall pe a condition to the obligation of KU Energy to hold
~he KU Energy Meeting that the opinion of Goldman, Sachs & Co.,
referred §o in Section 7.2(d), shall not have been withdrawn.

"Section 7.5 Directors’ and Officers’ Indemnification.

¢{a) Indemnification. To the extent, if any. not
provided by an existing right of indemnification or other
agreement or policy, from and after the Effective Time, the
Company shall. to the fullest extent not prohibited by applicable
law, indemnify, defend and hold harmless each person ‘vho is now,
or has been at any time prior to the date hereof. or who becomes
prior to the Effective Time, an officer, director or employee of
any of the parties heretc and their respective subsidiaries {each
an "Indemnified Party" and collectively, the "Indemnified
Parties") lagainst (i) all .osses, expenses {including reasonable
attorney’'s; fees and expenses!, claims, damages or liabilities or,
subject to ‘the proviso of tha next succeeding sentence, amounts
paid in settlement arising out of actions or omissions occurring
at or prior to the Effective Time (and whether asserted or
claimed prior to, at cor after the Effective Time) that are, in
whole or in part, based on or arising out of the fact that such
person is or was a director., officer or employee of such party
or its subsidiary ("Indemnified Liabilities"), and (ii) all
Indemnified Liabilities to the extent they are based on or arise
out of or pertain to the transactions contemplated by this
Agreement.¥ In the event of any such loss, expense, claim, damage
or liability (whether or not arising before the Effective Time),
(i) the Company shall pay the reasonable fees and expenses of
counsel selected by the Indemnified Parties, which counsel shall
be reasonably satisfactory to the Company, promptly after
statements{ therefor are received and ntherwise advance to such
Indemnified Party upon request reimbursement of documented
expenses reasonably incurred, (i11) the Company will cooperate in
the defense of any such matter, and (iii) any determinaticn
required to be made with respect to whether an Indemnified
Party’s cofduct complies with the standards set forth under
applicableilaw and the articles of incorporation or bylaws shall
be made byfindependent ccunsel mutually acceptable to the Company
and the Indemnified Party: provided, however, that the Company
shall:not be liable for any settiement effected without its
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~ritten consent (which 7cornzens shall not De unreasonably withheld
:r;delayed). The Indemniilisd Partles as a group may reta:in eonly
cne law firm (other :han .zzal z:.nsel) with respect zo ezch
related matter excep:t It thl sxient there 15, 1o t.2 sole opinion
ci couﬂsel to an Indemn.:i.2d Farsy, under applicaole stanrdaris of
crofessi Qnal conduct, a zcnilict cnoany significant issue kerzween
cositicns cf such Indemn:i:1s3 Farsy and any other Indemnified
fFarty or{Indemnified Parz.zs in which case each Indemnified fParsy
~.th a conflicting posi:icn cn a s:gnificant .ssue sha.l te
entitledgto separate counsel. In the event any Indemnified Party

15 required to bring any action :o enforce rights or to collect
moneys due under this Agreement and :s successful in such action,
the Company shall reimburse such Indemnified Party for all of its
expenses ‘in bringing and pursuing such action. Each Indemnified
Party shall be entitled to the advancement of expenses to the
full extent contemplated in this Section 7.5(a) in connection
with any such action.
¥ (b) Insurance. For a period of six years after the
Effective Time, the Company shall cause to te maintaired in

ffect either the policies of directors’ and officers’ liability
insurance maintained by KU Energy or LG&E Energy., depending on
wnich such policies offer rthe most favorable coverage, for :the

benetfin of those persons who are currently covered by such

policies;;psovided, however, that the Company shall not be
required to expend in any vear an amount in excess of 200% of the
annual aggregate premiums currently paid by KU Energy and LG&E
Energy for such insurance:.and provided, further, that if the
annual premiums of such insurance coverage exceed such amount,

he COmpany shall be opi:zated 2 cb*alq a policy with the best
cJJeraqe ava1 able, in =rn2 reasonable judgment of the Board of
D recto*s of the Company, for a czst not exceeding such amount.

“(c) Successcrs. In the event the Company or any of

ils successors or assigns (i) consolidates with or merges into
any otheriperson and shai. not be the continuing or surviving

pora"on or entity of such consolidation or merger or (ii)
t ansfe siall or substant:ally all of its properties and assets
to any person, then and i1n either such case, proper provisions
shall be made so that the successors and assigns of the Company
shall ass%me the obligaticns set -orth in this Section 7.5.

L
F(d) Survival of Indemnification. To the fullest
xzent rnot prcohibited by .aw, from and after the Zifective Time,

1 rights o indemnification as cf zne date herecf in favor of
n2 employees, agents, directors and officers of KU Energy and
15 subsidiaries or LG&E Znergy and :ts subsidiaries with respect
to their activities as such prior o the Effective Time, as
provided in their respective ar-icles of incorporation and bylaws
in effection the date herescf, or otherwise in effect on the date
hereof, shall survive the Merger and shall continue in full force
and ‘effect for a period of not less than six vears from the
Effective Tlme, provided that in the event any claim or claims
are asserted or made within such six-y2ar perici I el LI

=

-
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:oiindempification in respect cf such claim or claims shall
continue until the final disposition thereof.

e

i © (2) Benefit. The provisions of this Section 7.5 are
intended§to be for the benefit of, and shall be 2ntforceabla by,
each Indemnified Party, his sr her heirs and Ris ¢cr her

representatives.

v o

. Section 7.6 GDisclosure Schedules. 2n the date hereof,
(1) LG&E'‘Energy has delivered to XU Energy a schedule the "L0&Z
Energy D%&closure Schedule"), acccmpanied by a certificate signed
by the c@}ef financial officer of LG&E Energy stating the LG&E
Energy Disclosure Schedule is being delivered pursuant to this
Section 7.6(i) and (ii) KU Energy has delivered to LG&E Energy a
schedule {(the "KuU Energy Disclosure Schedule"), accompanied by a
certificate signed by the chief financial officer of KU Energy
stating the KU Energy Disclosure Schedule is being delivered
pursuant to this Section 7.6(ii). The KU Energy Disclosure
Schedule and the LG&E Energy Disclosure Schedule are collectively
referred to herein as the "Disclosure Schedules". The Disclosure
Schedulesiconstitute an integral part of this Agreement* and
modify the respective representations, warranties, covenants or
agreements of the parties hereto contained herein to the extent
that such representations. warranties. covenants or agreements
expressly refer to the Disclosure Schedules. Anythinc to the
contrary contained herein or in the Disclosure Schedu.es
notwithstanding, any and all statements, representations,
warranties! or disclosures set forth in the Disclosure Schedules
shall be deemed to have been made on and as of the date hereof.

Eection 7.7 Public Announcements. Sukject to each
party’s disclosure obligations imposed by law or any applicable
national securities exchange, f{a) KU Energy and LG&E Energy will
cooperate with each other in :he development and distribution of
all news releases and other public information disclosures with
respect toithis Agreement or any of the transactions contemplated
hereby and’shall not issue any public announcement or statement
with respect hereto or theretc withoutl proeviding the other party
the opportunity to review and comment upon such announcement or
statement,iand (b) the initial press release or releases of LG&E
Enezgy anc:KU Energy announcing the execution of this Agreement
suall eachgbe approved by the other party hereto prior to their
issuance. !

Section 7.8 Rule 145 Affiliates. Withia 30 days after
the date of tnis Agreement, U Energy shall identify in a letter
to LG&E Energy, and LG&E Energy shall identify in a letter to KU
Energy allipersons who are. and :o such person’s best knowledge
who will be at the Closing Date. "affiliates" of KU Energy and
LG&E Energy, respectively, as such term is used in Rule 145 under
the Securifies Act (or otherwise under applicable SEC accounting
releases with respect to pooling-of-interests accounting
treatment) ("’ Each of KU Energy and LG&E Energy shall use all

reasonablefefforts to cause their respective affiliates




52

(including any person who may be deemed to have become an
affiliate after the date of the letter referred to in the prior
sentence) to deliver to the Company on or prior to the Closing
Date a wrirten agreement substantially in the form attached as
Exhibit C-1 (in the case of KU Energy’s affiliates) or Exhibit C-
2 (in the case of LG&E Energy’'s affiliates) (each, an "Affilijate
Agreement") .

Section 7.5 Emplovee Agreements and Workforce Matters.

(a) Certain Emplovee Agreements. Subject to Section
7.10, Section 7.14 and Section 7.15, the Company and its
subsidiaries shall honor and perform, without modification, all
contracts, agreements, collective bargaining agreements and
commitments of KU Energy or LG&E Energy prior to the date hereof
(or as established or amended in accordance with or permitted by
this Agreement), including, but not limited to the KU Energy
Plans, the KU Energy Employment Arrangements, the LG&E Energy
Plans and the LG&E Energy Employment Arrangements, which apply to
any current or former employee, or current or former director of
the parties hereto or any of their subsidiaries; provided,
however, that this undertaking is not intended to prevent the
Company from enforcing such contracts, agreements, collective
bargaining agreements and commitments in accordance with their
terms, including, without limitation, any reserved right to
amend, modify, suspend, revoke or terminate any such contract,
agreement, collective bargaining agreement or commitment.

(b) Workforce Matters. Subject to applicable
collective bargaining agreements, for a period of three years
following the Effective Time, any reductions in workforce in
respect of employees of the Company and its subsidiaries shall be
made on a fair and equitable basis, in light of the circumstances
and the objectives to be achieved, giving consideration to
previous work history, job experience, qualifications, and
business n=2eds without regard to whether employment prior to the
Effective Time was with KU Energy or its subsidiaries or LG&E
Energy or its subsidiaries, and any employees whose employment is
terminated or jobs are eliminated by the Company or any of its
subsidiaries during such period shall be entitled to participate
on a fair and equitable basis ‘n the job opportunity and
employment placement programs offered by the Company or any of
its subsidiaries. Any workforce reductions carried out following
the Effective Time by the Company and its subsidiaries shall be
done in accordance with all applicable collective bargaining
agreements, and all laws and regulations governing the employment
relationship and termination thereof including, without
limitation, the Worker Adjustment and Retraining Notification Act
and regulations promulgated thereunder, and any comparable state
or local law.




PR

. Section 7.10 Emplcovee Benefit Plans. Each of the LG&E
Energy P ans and KU Energy Plans and LG&E Energy Employment

AT ranqements and KU Energy omplioynent Arrangements, in effect on
the datefhereof (or as amended or established in accordance with
or as permitted by this Agreemen:! shall be maintained in :ffec:,
except as provided in Secticn 7.1! with respect to the employees,
former emplo"ees. directors or fcrmer directors of LG&E Energv

and any df its subsidiaries and cf KU Energy and any of its
suosxd‘arzes, respectively, who are covered by such plans or

ar angements immediately prior to the Effective Time urtil the
Company determines otherwise on or after the Effective Time and
the Company shall assume as of the Effective Time each KU Energy
Plan or KU Energy Employment Arrangement maintained by KU Energy
eredlately prlor to the Effective Time and perform such plan or
arrangement in the same manner and to the same extent that KU
Energy would be required to perform thereunder; provided,
however, xhat nothing herein contained, other than the provisions
of Section €.1(i), shall limit any reserved right contained in
any such LG&E Energy Benefit Plan or LG&E Energy Employment
A.rangement or KU Energy Benefit Plan or KU Energy Employment
Arrangement to amend, mcdify, suspend, revoke or terminate any
such planjor arrangement. Without limiting the foregcing, each
participant in any LG&E Ernergy Benefi: Plan or KU Enerqgy Benefit
Pian shall receive credit for purposes of eligibility to
pa't1c1pa£e, vesting and eligibility to receive benefits (but
specifically excluding for benefit accrual purposes) uinder any
benefit plan of the Company or any of its subsidiaries or
aifiliates for service credited for the corresponding purpose
under anytsuch benefit plan; provided, however, that such

*ed tlnq;of service shall not operate to cause any such plan or

rrangement to fail to comply with the applicable provisions of

tne Code and ERISA. LG&E Energy and KU Energy will cooperate on
and after;the date hereof to develop appropriate employee benefit
p-ans, programs and arrangements, including but not limited to,
executlveiand incentive compensation, stock opticn and
supplemental executive retirement plans, fcr employees and
directorsiof the Company and its subsidiaries from and after the
Effective!Time. However. no provision contained in this Section
7.10 shall be deemed to constitute an employment contract between
trne Compar.y and any individual, or a waiver of the Company’s
right to dz:charqe any employee at ary time, with or without
cause.

S 59?7.'

iSection 7.11 S:tock Option and Other Stock Plans. With

respect to each employee benefit plar. program or arrangement
u~der which XU Energy Common Stock is required to be used for
p.rposes of the payment of benefits, grant of awards or exercise
of options (each, a "Stock Plan"), (i) LG&E Energy and KU Energy
snall tak° such action as may be necessary so that, after the
Effective;Time, such Stock Plan shall provide for the issuance or
pucchase in the open market only of Company Ccmmon Stock rather
than KU .h'rqy Common Stock and otherwise to amend such Stock
Plans to reflect this Agreement and the Merger, and (ii}) the
Company sgall {w) take all corporate acticon necessary or
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approp:i;te L0 cobtain shareho.der dEPICval with respect to such
S<cck Plén Lo the extent such approval Is required for Purposes
>i the Code o- other applicable .aw, CI. o the exten: the

Zcmpany deems i desirable. =2 eras.e Such Stock Plan to comply

0 the shares of Company Common
tock subject L0 such Stock Plan to the extent such filing is
required {inder applicable law and USE 'ts best efforts to
maintain the effectiveness of such registration statement(s) (and
che current status of the prospectuses contained therein or

~ith Ruldiigs .3 promulgatsi nder -hea Zxchange Acx, (x) reser-.e
Ior issu{hce under:such 3tocck Plan or otherwise prowvide a
s:izicieqt number of sharscs 3 Company Common Stock for delivery
200 payment of benefi-s frants of¢ awards or eéxercise of cptisns
wnder such S5Stcock Flan, v as scen oas practicabie after :he
fifectivesTime, {ile one zr more registraticn Statements under
the Securities Act with respecs:

Sto

‘related thereto) so. long as such benefits, grants or awards

remain payable or such options remain outstanding, as the case
may be and: (z) cause such shares of Company Common Stock subject
to such Stock Plan to be listed for trading on the NYSE. wWith
respect tg those individuais who subsequent to the Merger will be
subject to. the reporting requirements under § l6(a) of rthe
Exchange Act, the Company shai} administer the Stock Plans, where
applicable] in a Mmanner that complies with Rule 16b-3 under the
Exchange Apt. Unless otherwise agreed to by the bart.es, each of
LG&Z Energy and xu Energy shail use 1ts best efforts o obtain
any sharehplder approvals -ha- may be necessary for the deduction
of any compensation payab.a under any Stock Plan or other
compensatidn arrangement.

éection 7.12 MNo Solicitations. rFach party hereto
shall no:,gand shall cause its Direct Subsidiaries rot to, and
shall not permir any of i-s Representatives or subsidiaries that
are not Direct Subsidiaries 0 directly or indirectly: initiate,
sclicit or{encouraqe, OT take any action to facilitate the making
of any offer or Proposal wh:ch constitutes or is reascnably
lirely toc lead to, any Business Combination Proposal (as defineg
beicw), or&?in the event of an unsolicited Business Combination
Proposal. engage in negotiations or provide any information or
data *to any person relating to any Business Combination Proposal;
preorided, ﬁowever, that notwithstanding any other provision
hereof LG&E. Energy or Ku Energy may (i) at any time prior to the
time at whith the LG&E Znergy Shaieholders’ Approval, in the case
of LG&E Energy, or the KU Energy Shareholders" Approval, in the
case of KU iEnergy, has been obtained, éngage in discussions or
necctiations with a third pParty and may furnish such third party
inf:rmatloﬁ concerning itself and 1is business, properties and
1ssets if, ‘and only to the ex-ent Tnat, (A) (x) such third party
sha:l firse have made an unsolicited Business Combination
2rcgosal :g LG&E Znergy or v Energy, respectively, and {(y) the
Board of Di@ectors Of LG&E Energy or xu Energy, as the case may
be, shall q§ve determined in good faith, basead upon the written
advice of oltside counsel, <hat such action is required by its

fiduciary {pties under applicable law and (B) prior to furnishing
such informétlon to or enter:ng into negotiations with such third

i i




ury
(P Al

carty, £G&E Energy of w0 Tnergy. a5 o€ case may be, (x} provides
crempt docice to LG&E Enersy or ¥. Tnergy. as the case may be, O
~me effect that ig is furnieniid imiprmation O 0% entering :ano
iis:ussﬁons or aegotTidTLIns wiTo Sucd +hird party and (v}
:e:e;ve§ ¢rom such pmird pariy 3% awecuted coniidentia:i:y
13r2ement :pn reasonabiy ~.3ncmaly iarm on teIrms not mareria.-y
~are favovable v such TniTd carty wnan ~na =2Im$ contained in
~ne Cc:iiden:-ality agrezament ard Lin ~omply wiED ou.e ide-:
;:cmul:aked ynder the Txcmange AT AR B regard o @ render ©F
exchange%ofier Each part- leveno snall ~grify the otner party
~rally agd in writing cf any Sush inguizries. ~éfers oF preposals

. including, without limi-azion, Ine -erms anc conditions of any

such proposal and the identity of the person Making jr). within
24 hours%of the recelpt ~nereof. shall keep the other party
informed of the status and details of an¥ such inquiry. offer or

propcsalégand shall give the other party five day's advance

notice of; any agreement tO pe entered into with or any
inEormatipn to be supplied to an¥ person making such inqulry.
affer O©T proposal. Each party hereto shall irmediately cease and
caiuse to be rerminated all existing discussions and negotiatlions.
i¢ any. with any parties conducted neretofore with respect to any

Business Combination proposal. As used in this Section 7.12,
"BusinessECombznatlon proposal” snall mean anYy render ©OT exchange

offer, prcposal for a merger. ~snsolidation or other Susiness
ccmblna:ion involving any carty O this Agreement OF any of its
ma-erial Direct sybsidiaries. or any proposal or offer {in each

case, Jrether or nct in writing arnd wnether OF noxt delivered tO

the stockholders of a party generally\ ro acquire in any manner.

directly gr indirectliy. a substantial equity interest in or 2

supstantial portion 0f the assets of any par:y 9 rhis Agreement
cr any of ilts material,su:sidiaries, srher than gursuant to ~he

rransa rl0ONns contamplated o, This Agresment.

\Section 7,13 Zompanls and Subsic 30ard of
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i{a) At rhe Effective Time. rne Boazd of pirectors of

£ Enerdqy shall be expanded an :e:ons:ituted ro include

reen directors. eight =i Wwnom shall be selected DY LG&E Enexrgy
»>r o the céfactive TiMe and seven of whom shall De selected
by U thergy Prior to tne
acn such Cese€, shall Dbe
classeS»cEEthe Company’ s

tporive TiMe and each of whom, in
ignazed =0 serve amond rhe exlsting
ecoDTS &8s equally @S possxble.
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‘o) smmediately inllowing the cgfective Time, ther
shalil be only four commit:ees_of .ne soard of Directors of ¢
Ccmpany: 3f Audit Cormittee., @& Nominating and Governance
Cormit:ee,{a Compensation Committee and a Long Range planning
Cormittee.i The Chairmen of he audit and Compensation Committees
shall be dgsignated py LG&E Energy prior to rhe Effective Time
and the Chairmen of the lominating and Governance Committee and
the Long RrRange planning Committee shall be desiqnated by KU

o

Energy Pprior to the gffective Time. At the gffective Time, the

»

tree shal

Audit Cormml

1 consist of ten memders. five of whom shall
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te designated by LG&E Energy priocr to the Effective Time and fiwe
cf whom shall be desigratad cy ¥U Energy pricr :o the Effective
Time.. At :zhe Ef:ect‘.e Time. the Mominating and Sovernance
Cormit-2e shall consis: of 2ight members, four c¢f whom sha.l be
jes;g nazed oy gc&; Energy grior tc the Effsctive Time and four of

~nom shall e desigrnated v U EZnergy pricr o the Zffective
T:me. At the Zffecrive Time, zhe lcmpensation Cormittee shall
ccnsist of seven members, Icur Cf whcm shail tce designated by
L3&E Energy prior to the Zfifec-.ve Time and t“hree of wheom shall
be desxﬂnated by KU Energy prior =2 zhe Zfifective Time At zh

e

Effective) Time, the Long Range P. anning Committee shall consist
of nine members, five of whom shall be designated by LG&E Energy
prior to the Effective Time and four of whom shall be designated
by KU Energy prior to the Effective Time. From and after the
EffectiveiTime, no other committees of the Board of Directors of
the Compagy shall be established, except for such special or
other committees as the Board of Directors of the Company may
deem adviéable to establish from time to time.

“{c) At the Effective Time, (i) the Board of Directors
of LG&E shall be expanded and reconstituted to consist of those
persons serving on the Board of Directors of LG&E immediately
prior to the Effective Time and those persons selected by KU
Erergy to serve on the Board of Directors of the Company pursuant
tc Secrion 7.13{a) and (ii! the Board of Directors of KU shall
ccnsist of those perscns serving on the Board of Directors of KU
immediately prior to the Effective Time and those persons
seiected by LG&E Energy 0 serve on the Board of Directors of the
Cempany pursuant to Section 7.13(a). All persons serving on :the
8ocard of Directors of LG&Z or XU immediately after the Effective
Time shall serve con such 3card of Directors until expiration of
thelr ter?,of election or thelr resignation or removal.

.Section 7.14 Company Officers. At the Effective Time,
Rcyjer W. Hale shall be the Chairman of the Board and Chief
Executive Officer of the Company and each of XU and LG&E pursuant
tc an Employment Agreemenrt dated the date hereof between Roger W.
Haie and LG&Z Energy. arttached hereto as Exhibit D and Michael R.
Wwh:ytley shall be the Vice Chairman of the Board of Directors and
President ‘ard Chief Opera:ting Officer of the Company and Vice
Chairman and Chief Operating .. licer >f each of XU and LG&E,
pursuant to an Employment Agreement dated the date hereof between
Michael R. Whitley and XU Energy !‘as predecessor to LG&E Energy)
attached hereto as Exhibit E.

£
£

Section 7.15 Post-Merger Cperations. XU Energy and
LGC&E Energy contemplate that the Company shall conduct its
operaticns in accordance with the following:

i{\rL::

%a) Corporate Fresence The principal corporate
office 0f <he Ccmpan, and LG&E shal. te located in
Loursville, Xentucky: and ¥U shall maintain its corporate
headquarte*s ln Lexington, Xentucky and a substantial
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presence throughout 1:is se&rvice tarritory in order to
cogduct the state-wide operaticns of KU.

§ (b} Utilitv Subs diaries KU shall continue .ts
separate corporate existance, cperating under the name KU
'U_lll les Company" and LG&E shall continue .ts separate
corpo*ace existence, crerating under the . name "Loulsviile
‘Gagfand Electric Company”

{ (c) Charities. after =ne EZffective Time, the Company
shall provide charitable contributicns and community Support
within the service areas of LG&E and KU at levels
substantially comparable to the levels of charitable
contributions and community support provided by the parties
and,thelr respective subsidiaries within such service areas
within the two-year period immediately prior to the
Effective Time.
13 ,
# (d) Company Name. The Company’'s name sha.l be LG&E
Energy Corp.

{ Section 7.16 Expenses. Subject to Section 9.3, all
costs and expenses incurred in connection with this Agreement and
the transactions contemplated hereby shall be paid by, the party
incurring such expenses. aexcept that those expenses incurred in
connection with printing :he Joint Proxy/Registration Statement,
as well as the filing fee relating thereto, shall be shared
equally by KU Energy and LG&E Energy.

§Sect10n 7.17 Further Assurances. Each party will, and
will cause its Direct Subsidiaries %to, execute such further
documents and instruments and take such further actions as may
r::asonably be requested by any oiher party in order to consumate
the Merger in accordance w~itn the terms hereof. The parties
expressly%acknowledqe and agree that, although it 1is their
current intention to effect a business combination among
themselves in the ‘form contempiated ty this Agreement, it may be
preferablé to effectuate such a business combination by means of
an alterna-ive structure :n light of the conditions set forth in
Section 8.1(e), Section 8.2(e), and Section 8.3(e). Accordingly,
if the only conditions to> the parties’ obligations to consummate
trhe Merger which are not satisfied or waived are receipt of any
cne or more of the KU Energy Required Consents, KU Energy
Required Statutory Approvals, LG&E Energy Required Consents or
L&E Energy Regired Statutory Approvals, and the adoption of an
a_.ternative structure {that otherwise substantially preserves for
KU Energy:and LG&E Energy :he economic benefits of the Merger)
would result in such conditions being satisfied or waived, then
the parties shall use their respective best efforts to effect a
business combination among themselves by means of a mutually
agreed upon structure other than the Merger that so preserves

vch benefits; provided thaz, prior to clesing any such

restructured transaction, all material third-party and
Governmenéal Authority declarations, filings, registrations,
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noticesﬁyauthorizations, - n1s or agprovals necessary for the
ceen obtained and all o:zhe
alternative business comtZ:inazlln, 3nhall have peen satisilad or
'A'Qi'«'ed. % .

1ve business combination shall have
r ¢ongditions o the parties’
obligations to consutmate -he Merger, as appiled tr such

k Section 7.18 <Crarter and Bvlaw Amendments. Prior to
ne mailing of the Join: Proxy Statement/Prospectus, LGxE Energy
and KU Energy shall take all actions necessary so that (i) at or

rior to.the Effective Time, the articles of incorpecration of
LG&E Energy shall bc amended to increase the number of authorized
shares of LG&E Energy Common Stock to 300 million shares and
increasejthe number of authorized shares of Series A Preferred
Stock to'2 million shares and (ii) at or prior to the Effective
Time, the bylaws of LG&E Energy shall be amended and restated so
that, at the Effective Time, such bylaws shall read in their
entirety substantially in the form attached hereto as Exhibit F.

ARTICLE VITI

CONDITIONS

R

; Section 8.1 (Conditions to Each Partv’'s Obl.gation to

ey A §

Effect the Merger. The respective obligations of each party to
effect the Merger shall be subject to the satisfaction on or
prior to ‘the Closing Date c¢f the following conditions, except, to
the extent permitted by applicable law, that such conditions may
be waived in writing pursuant to Section 9.5 by the joint action
cf the parties hereto:
<
" (a) Shareholder Approvals. The LG&E Energy
Shareholders’ Approval and the KU Energy Shareholders’
Approval shall have been cbrained.

z

Y (b) No_Injunc:tion. Mo temporary restraining order or
preliminary or permanent injunction or other order by any
federal or state cour: preventing consummation of the Merger
shall have been issued and be continuing in effect, and the
Merger and the other transac.ions contemplated hereby shall
not have been prohibited under any applicable federal or
state law or regulat:ion.

¥ {c) ERegistration Statement. The Regis:iration
Statement shall have become effective in accordance with the
provisions of the Securities Act, and no stop order
suspending such effectiveness shall have been issued and

remain in effect.
£

3 (d) Listing cf Shares. The shares of LG&E Energy
Commoun Stock issuable 1n the Merger pursuant to Article II
shall have been approved for listing on the NYSE upon
off%?ial notice of issuance.
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(e) Statutcry Apprs.ais.

5 The KU Znersy Reqguired
Stat;\o*, Approvals and .he L5&E Energy Reguired Statutory
Approvals shall nave been cbt~ined a:z ¢or gpricr =0 the
zifecrive Time, such agprovals shall have pecome Final
Zrders !as defined Zelcw!, and such Firal Crders shal. not
Lmpose terms or conditigsns which, in o the aggregate, would
ha%e, cr would be reasonabiy liXxely <o have, a material
adverse effect on tnhe Sus.ness. assets, Iinancial condition
c:*re;ul ts of oreratizns of L3XE or FU or the Company and
115 prospective subsid.aries taken as a whole or which wou.d
be materially inconsistent with the agreements of the
parties contained herein. A "Final Order" means action by

thegrelevant ragulatory authority which has not been
reversed, stayed, enjoined, set aside, annulled or
suspended, with respect to which any waiting period
prescribed by law before the transactions contemplated
hereby may be consummated has expired, and as te which all
conditions to the consummatlon of such transactions
prescrlbed by law, regulation or order have been satisfied.

y,‘..A

© (f) Pooling. EZach of KU Energy and LG&E Enorgy shall
have received a letter of its indeperndent public
accountants, dated :<he Closing Date, :in form and substance
reasonably satisfacicry, 1n each case, to KU Energy and LG&E
fnergy., stating that the =ransactions effected pursuant to
thi&gAqreement will gqualify as a pooling of interests
traanction under SAAP and applicable SEC regulations.

&

f(q) Dissenters’ 2ignhts. The nunber of KU Energy
D‘ssentlﬁg Shares shall not constitute more than 10% of th
1unber of issued and cutstanding shares ¢of KU Energy Common
atock and the number of LG%E Energy Dissenting Shares shall
no- cowstxbute more -nan 1i0% ¢of the number of issued and
ous standan sha;es ci LGCSE EZnergy Common Stock.

*Sectlon 8.2 Conditions "o Obligation cof LG&E Energy %o
Pfpct -he Merger. The cbiigation of LGC&E Energy to effect the
Morger shall te further subsect o the satisfaction, on or prior
- the 7losing Date, of the following conditions, except as may
e waived%by LG&E Energy .n writlng pursuant to Section 9.5:

1 ) D

%(a) Performance of Obligations of KU Energy. KU
Znergy fand/or its appropriate subsidiaries) shall have
Yo performed its agreements and covenants contained in Sections
A £.1(b) and 6.1lc) and shall have performed in all material

respects its other agreements and covenants contained in or
conzemplated by this Agreement and the KU Energy Stock
Op:ion Agreement required to be performed by it at or prior
¢ -he Effective Time.

¢(5) Representations ard Warranties. The
rep*eSentatlona and warranties of KU Energy set forth in
this¥ Agreement:and the XU Energy Stock Option Agreement
shalﬁtbe true and correct (i) on and as ot the date
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and (ii) on and as of the Closing Date with the same effect
as though such representations and warranties had been made
on and as of the Closing Date (except for representations
and warranties that expressly speak only as of a specific
date ur time other than the date hereof or the Closing Date
which need only be true and correct as of such date or time)
except in each of cases (i) and (ii) for such failures of
representations or warranties to be true and correct
(without regard to any materiality qualifications contained
therein) which, individually or in the aggregate, would not
be reasonably likely to result in a KU Energy Material
Adverse Effect.

(c) Closing Certificates. LG&E Energy shall have
received a certificate signed by the chief financial officer
of KU Energy, dated the Closing Date, to the effect that, to
the best of such officer’s knowledge, the conditions set
forth in Section 8.2(a) and Section 8.2(b) have been
satisfied.

(d) KU Energy Material Adverse Effect. No KU Energy
Material Adverse Effect shall have occurred and there shall
exist no fact or circumstance which is reasonably likely to
have a KU Energy Material Adverse Effect.

(e) KU Energy Required Consents. The KU Energy
Required Consents the failure of which to obtain would have
a KU Energy Material Adverse Effect shall have been
obtained,

(£) Affiliate Agreements. The Company shall have
received Affiliate Agreements, duly executed by each
"affiliate" of KU Energy, substantially in the form of
Exhibit C-1, as provided in Section 7.8.

(g) Tax Opinion. LG&E Energy shall have received an
opinion of Simpson Thacher & Bartlett satisfactory in form
and substance to LG&E Energy, dated as of the Closing Date,
to the effect that the Merger will be treated as a tax-free
reocrganization under Section 368(a) of the Code.

; (hY  No Trigger of ..° Energy Rights. No event shall
have occurred that has or would result in the triggering of
any right or entitlement of XU Energy shareholders under the
KU Energy Rights Agreement, including a "Distribution Date",
"Triggering Event" "Flip-in Event" or "Flip-over Event" (as
such terms are defined in the KU Energy Rights Agreement),
or will occur as a result of the consummation of the Merger,
which has or would have or be reasonably likely to result in
a KU Energy Material Adverse Effect or materially change the
number of outstanding equity securities of KU Energy or the
Company, and the KU Energy Rights shall not have beccme
nonredeemable by any action of the KU Energy Board of
Directors.
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Section 8.3 Conditions to Obligation of XU Energy :o

ffect the Merger. The obliigatior
Merqer shall be further supject to
o the Clos‘“q Date, of the &
be walveg by KU Energy in wri

£ KU Energy :c effect *he
the satisfaction, on or prior
ollowing condlitions, except as may
Ting pursuant to Section 9.5:

3 fa) Performance of Cbl:gations of LG&E Eneray. LG&E
Energy (and/or its app-opriate subs:idiaries) shall have
performed its agreements and covenants contained in Sections
6.1(b) and 6.1(c) and shall have performed in all material
respects its other agreements and covenants contained in or
contemplated by this Agreement and the LG&E Energy Stock

Option Agreement required to be performed at or prior to the
Effective Time.

c(b) Representations and Warranties. The
representations and warranties of LG&E Energy set forth in
this' Agreement and the LG&E Energy Stock Option Agreement
shall be true and correct (i) on and as of the data hereof
and {ii) on and as of the Closiny Date with the same effect
as though such representations and warranties had been made
on and as of the Clcsing Date (except for representations
ard warranties that expressly speak only as of a specific
date or time other than the date hereof cr the Closing Date

~which need only be true and correct as of such date or time)
- except in each of cases (1) and

(11) for such failures of
representations or warranties to be true and correct

(without regard to any materiality qualifications contained
thereln) which, individually or in the aggregate, would not

be reasonably lixely 0 result in a LG&E Energy Material
Advnrse Effect.

dc) Closing Certificates. KU Energy shall have
received a certificate signed by the chief financial officer
of LG&E Energy, dated the Closing Date, to the effect that,
to the best of such officer’s knowledge., the conditions set
forth  in Section 8.3(a) and Section 8.3(b) have been
satisfied.

1d) LG&E Energy Material Adverse Effect. No LG&E
Energy Material Adverse Effect shall have occurred and there
shallfexist no fact or circumstance which is reasonably
lxkely to have a LG&E Energy Material Adverse Effect.

le) LG&E Energy Requxred Censents. The LG&E Energy
Required Consents the failure of which to obtain would have

a LG&E Energy Material Adverse Effect shall have been
cbtained

(f Affiliate Agqreements. The Company shall have

received Affiliate Agroeman's, duly executoed by each

vaftiliace" of LC&E Enerqy substantially in the form of
Exhibét C+2, ag provided in Section 7.8.
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any. right or entizlilzmer
thel;G&E Energy RL1g~zs Aqroemen
Date" or "Triggering Event" (as such
tne LG&E Energy Rights Agreement) or a ”“llp in" or "”llp

cver” event as commonly described in such rights plans, or
will occur as a result of consummation of the Merger, which

. has;or would have or be reasonably likely to result in a

: - LG&E Enerqgy Material Adverse Effect or materially change the
: number of outstanding equity securities of LG&E Energy or

§ the! Company, and the LG&E Energy Rights shall not have

. become nonredeemable by any action of the LG&E Ernergy Board

0of Directors.

TERMINATIIN, AMENDMENT AND WAT”ER

AT I e

Section 9.1 Tferm:nation. This Agreement may be
~erminated at any time pr:or :o the Closing CZate, whether before
cr (except as cotherwise ser forch below) after approval by the
shareholders cof the respective parties nereto contemplated by
~his Agreement:

3
3
¥
4
’E’
L

fa} by mutual written consent cf the Boards of
D.rectors of KU Energy and Lc&f Energy:

L

| 38
¥
j
i

Svratan s

fo) by either LG&E Ernergy or XU Energy. by written

noti~e to the other party, 1f the Effective Time shall not

hav% rccurred on or before the second anniversary of the
date hereof (the "Initial Termination Date"):; provided,
no»ever, that the right <o termainate the Agreement under

this Section 9.1(b) shall nc: be available to any party

whode failure to :ulfill any obligation under this Agreement
has jbeen the cause oI, or resulted in., the failure of the
Effective Time to occur on or before such date; and
provided., further, =hat if cn the Initial Termination Date

, the ‘ccnditions to the Closing set forth :n Sections 8.1le),
.8.2{e) and/or B8.3(e) shall not have been fulfilled but all
other conditions to zhe Clcsing shall be fulfilled or shall
be capable of being fulfilled, :then the Initial Termination
Date shall be extended o> the thirty month anniversary of
the édate hereof
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" (c) by either LG&E Energy or KU Energy. by written
art

v, if the LG&E Energy Shareholders’
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notice to the other p
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Approval shall not have beer *b*ained at a duly held LGsE
Energy Meeting, including any adjournments thereof, or the
KUEEnergy Shareholders' Approval shal; not have been
obtained at a duly he;d KU EZrergy Meeting, Iincluding any
acjour“nen*s therec
¢ (d) by either LG&Z r3y ¢r ¥U Energy, 1f any state
or ffederal law. crder. ru.e or regularcion is adopted or
issued, which has the effect, as supported oy the written
adv;ce of outside counsel for such party, of prohibiting the
Merger. or by either LG&E Energy or KU Energy 1if any court
of competent jurisdiction in the United States or any State
shall have issued an order, judgment or decree permanently
restraining, enjoining or otherwise prohibiting the Merger,

and!such order, judgment or decree shall have become final
andgnonappealable;

% (e} by LG&E Energy, at any time prior to the time at
which the LG&E Energy Sharenholders’ Approval has been
obtained, upon five days’' prior notice to KU Energy, if, as
a result of a tender offer by a party other than KU Energy
or any of its affiliates or any written offer or proposal
w1;hyre=pect to a merger, sale of a material portion of its
assets or other business combination (each, a "Business
Combination") by a party other than KU Energy or any of its
affiliates, the Board of Directors of LG&E Energy determines
in good faith that i%s fiduciary obligations under
applicable law require that such tender offer or other
written offer or propcsal be accepted; provided, however,
thaﬁ-(i) the Board of Directors of LG&E Energy shall have
recelved the written advice of outside counsel that,
notwlthstandlng a birnding commitment to conswmate an
agreement of the nature of this Agreement entered into in
the proper exercise of their applicable fiduciary duties,
and notwithstanding all concessions which may be offered by
KU Energy in negotlablons entered into pursuant to clause
(ii)fbelow, such fiduciary dutics would also require the
directors to reconsider such commitment as a result of such
tende+ offer or other written offer or proposal; and (ii)
prior %o any such termination, LG&E Energy shall, and shall
causé 1%s respective financial and legal advisors to,
negotiate with KU Energy to make such adjustments in the
terms and conditions of this Agreement as would enable LG&E
Energy to proceed with the transactions contemplated herein
on such adjusted terms:; provided further that,
notwithstanding anything in this Section 9.1!e) to the
contrary, LG&E Energy and KU Energy :intend this Agreement to

- be an exclusive agreement and, accordingly, nothing in this

Agreement is intended to constitute a solicitation of a
Business Combination proposal, it being acknowledged and
agreed that any such prcposal would interfere with the
strategic advantages and benefits that LG&E Energy and KU
Energy expect to derive from this Agreement and the
trangactions contemplated hereby;
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such failure and

) reguestiug that it pe remedisd: or {111)
thé{Board of Directors of LG&E Energy or any committee
thefeof (A) shall wi-hdéraw or medify in any manner adverse
tc KU Energy its approval or recommendation of this
Agreemert or the Merjer, 3: shall fail 0 reaffirm such
a;pfoval Oor reccmmendatisn ugpon KU trergy’'s request, (C)

i shall approve or recs { LG&E Energy or

mmend any acquisiticn ¢
1S assets or any :ender offar for

of LC&Z Energy, in each care, by a

I3y or any of its affiliates or (D)

any cf the actions specified in clause

C
;7 a material portion cof
. shazes of capital s-cc
L,parey other chan KU En
- shall resolve to take

x (A)'Q(B) or (C):
’i(h) by LG&E Energy, by written notice to KU Energy, if
(i) ithere exist material lnaccuracies of the representations

and &arranties of KU Energy made herein as of the date
herepf, which inaccuracies, individually or in the
aggregate, would or would be reasonably likKely to result in
a KU%Energy Material Adverse Effect, and such inaccuracies
shall not have been remedied within 20 days after receipt by
KU Energy of notice in writing from LG&E Energy, specifying
the nature of such inaccuracies aad requesting that they be
remedied, (ii) KU Energy {and/or its appropriate
subsidiaries) shall not have performed and-compli2d with its
agreements and covenants contained in Sections 6..(b) and
6.1(@) or shall have failed to perform and comply with, in
all material respects, its other agreements and covenants
herefinder or under the & Energy Stock Option Agreement, and

“ suchlfailure to pericmm or
remegied within 20 days a

coemply shall not have been

fter receipt by KU Energy of notice

. in wgitinq frem LG&E Zrergy, speciiying thi nature of such
. failure and requesting tnat 1t be remedied; or (iii) the
Board of Directors of XU Energy or any committee thereof (A)

sthalgﬁwithdraw or mod:fy

in any manner adverse to LG&E

Energy its approval o
the Merger, (B) shall
recogmendation upen L
Oor recommend any .acqu
portior of its assets
capifal stock of KU =

. than{LG&E Energy or a
resolve to take any o
{B) or (C); or

gli) hy either
notice to the other
securities represent

. of the outstanding wvot

ey

I recommendation of this Agreement or
fail to reaffirm such approval or
C&E Energy’'s request, (C) shall approve
itsition of KU Energy or a material
or any tender offer for the shares of
rergy, in each case by a party other
Ny of its affiliates or (D) shall
£ the actions specified in clause (x),

. 1f£ (A) a third party acquires

éreater than 50% of the voting power
ng securities of such other party or

R

G&E Energy or KU Energy, by written
are i

lAg
1

(8) {ndividuals who as of the date heresf comstitute the
" board nf directors of such other party (together with any
new directors whose election by such board of directors or

:-whosg nomination for election by the stockholders of such
" party was approved by a wote of a majority of the directors
. 0of sfich party then szill in office who are either directors




L T

asgof the date herec: or wiose electlorn ¢r nomination for
election was previously so0 approved) -ease for any reason to
constitute a majority of tre ccard ci.directors of such

party then in off:cs.
: > Section 9.2 Zfifsct of Termination. Subject to Section
lO.l{b)g-ln the event c¢: Tmination cof - this Agreement by either
ursuyant o Section 3.1 there shall be
- e

s
KU Energy or LG&E Energy pu
no liabglity on the part of either XU tnergy or LG&E Erergy or
their respective officers or direcrors hereunder, except that
Section{7.16 and Section 9.3, the agreement contained in the last

sentencgfof Seccion 7.1, Section 10.2, Section 10.4 and Section
10.8 shall survive the terminatior,.

Section 9.3 Termination Fee; Expenses.

;

+ {a) Termination Fee upon Breach or Withdrawal of
Approval. If this Agreement is terminated at such time that this
Agreement is terminable pursuant to one (but not both) of (x)
Section 9.1(g) (i) or (ii) or (y) Section 9.1(h) (i) or (ii), then:
(1) the breaching party shall promptly (but not later :-han five
business;days after receipt of notice from the non-breaching
party) pay to the non-breaching party in cash an amount equal to
ail docu@ented out-of -pocket expenses and fees incurr:d by the
non-breaching party 'inciudirng, without limitation, f-es and
expenses ipayable to all legal, accounting, £financial, public
relations and other professional advisors arising out of, in
connection with or related to the Merger or the transactions
contemplated by this Agreement) not in excess of $10 million;

provided} however, that, :: this Agreement is terminated by a
party aSia result of a wilirful breach by the other party, the
non-breachinq PArty may pursue ary remedies available to it at
law or id equity and shall, in addition to its out-of-pocket
expenses f{(which shall he paid as specified above and shall not be
limited to $i0 million), te entitled to recover such additional
amounts as such non-breaching party may be entitled to receive at
iaw or i@ equity; and (ii) 1f (x) at the time of the breaching
party’s willful breach cf this Agreement, there shall have been a
:hird-pagLy tender offer for shares of, or a third party offer or
prnoposal with respect to a Business Combination involving, such
party oz‘%ny of 1ts affiliates wh.ch at the time of such
termination shall not have been rejected by such party and its
board of'?irectors and withdrawn by the third party, and (y)
within two and one-half years of any temmination by the
non-breaching party, the breaching party or an affiliate thereof
becomes aj subsidiary of such offeror or a subsidiary of an
affiliategof such offeror or accepts a written offer to
consummate or consummates a Business Combination with such

of faror or an affiliate thereof, then such breaching party
(jointly.ﬁnd severally with its affiliates), upon the signing of
a definitive agreement relating to such a Business Combination,
or, if nofsuch agreement is signed then at the closing (and as a
condition}to the closing) of su-:h breaching party becoming such a
subsidiary or of such Business Combination, will pay to the
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, 4
non-breaching party

a iticn :
cash; provided thar in ro even:s 1l ditional terminaticn
fee provided for in Sec:::on $.2i0) be payable 1f the additional
fee referr=4 :g jp this Secniin r.llal i kas ceen paid.

- (bl Additiona: Termination Fes. fLiiIfA) enis
Agreement (w) s terminated -y 3% Erergy pursuant =o Section
S.1(e), Hx) :is terminated by KU Energy pursuans -o Secticn
7.1(q) (iii), v} is term:ra=-ed PUIsuant to Section 3.1i¢)
tollowing a failure of =he sharsneclders of LG&E Znergy to grant
the necessary approvals described 1in Section 5.13 (provided that

the shareholders of xu Enargy shall not also have failed to grant
the necessary approvals described in Section 4.13) or (z) is
terminated as a result of LG&E Energy’'s material breach of
Section 7.4, and (B) at the time of such termination or prior to
the meeting of LG&E Energy’'s shareholders there shall have been a
third-party tender offer for shares of, or a third-party offer or
proposal with respect to a- Business Cembination involving, LG&E
£nergy or any of its affiliates which at the time of such
termination or of the meeting of LG&E Energy’'s shareholders shall
not have been (1) rejected by LGs&E Energy and its board of
directors; and (2) withdrawn Dy the third-party, and (C; within
tw0 and one-half years of OY SUCh termiration described in
c.ause (A) above, LG&E Energy or its affiliate which s the
subject of the tender cffer sifer cr proposal with respect to
a 3usiness Combination {:hs "LG&E Energy Target Party") becomes a
subsidiary cf such offers- or 3 subsidiary of an affiliate of
such offe;or Of accepts a written offer to consummate or
consummates a Business Combination with such cofferor or affiliate
thereof, then such LG&E Zrergy Target Party (jointly and
severallyéwith its affiliates), upon the $igning of a definitive
aq:eementtrelatinq O such a Business Combination, or, if no such
acreement{is signed, then at tfe closing (and as a condition to
the closiag) of such LG&E Znergy Target Party becoming such a
subsidiary or of such Business Combination, will pay to KU Energy
a termination fee equal to 350 million in cash Plus the

out-of -pocket fees angd 2xpenses incurred by KU Energy (includinq,
without iimitation, fees ard expenses payable to all legal,
accounting financial. publiic relations and other professional
advisors ar‘sing out of. 27 connection with or related to the
Merger orgthe transactions co templated by this Agreement) .

Li1) IE (A) this

Agreement (w) 1is terminated by Ku
Energy bursuant to Section S.LEEY, (x) is terminated by LG&E
Erergy pursuent to Section 3.l(h'iiii}, (v) 1s terminated
bPursuant to Section 9.1:!c. tollowing a failure of the
shareholdérs of KU Erergy =5 Jrant the necessary approvals
described fin Section 1.13 (provided :hat the shareholders of LG&E
Energy shall not also have fiiled g grant the necessary
approvals {described in Section S.13) or {z) is terminated as a

result of {KU Energy’s materiai creach of Section 7.4, and (B) at
the time Of such termination Or Prior to the meeting of KU
Energy’s shareholders there shall hawe been a third-party tender
offer foréﬁhares of, cr a third-party offer Or proposal with
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:espectfto a Business Czmbination invelving, KU Energy or any of
its affiliates which a* “7e rime of Such termination or of *he
meeting§of KU Energy’s snarenclders shall Aot have been (1)
rejected.rr KU Energy ani i-s board of directors and (2)
~ithdrawn by the third-zcarsy, and '2) within w0 and one-half
; Suln terminaticn Zescrized :n clause {A) above, XU

ffililate which 15 =ha sutject &I the sender offer

posal wi:in rasgect T3 a Susiness Combination {:he
"KU Energy Targe: Part," rceccmes a subs:diary of such offeror or
a subsidﬁary of an aff:iil:aze of such ciferor or dCCepts a writ-en
cifer tdfconsummate eI Ccinsumtnates a Business Combination with

such offeror or affiliate therenf, then such KU Energy Target
Party  (jpointly and severally with its affiliates), upon the
signing of a definitive agreement relating to such a Business
Combinatgon, or, if no such agreement 1is signed, then at the
closing gand 48 a condition to the closing) of such KU Energy
Target Party becominq such a subsidiary or of such Business
Combination, will Pay to LG&E Energy a termination fee equal to
$50 milllon in cash plus :he out-of-pocket fees and expenses
incurrediby LG&E Energy {including, without limitation. fees and
expenseszpayable to all legal, accounting, finaacial, public
relationi and other professional advisors arising out of, in
connection with or related to the Merger or the transactions
contempldted by this Agreement) .

gL(c) Expenses. The parties agree that the agreements
containe‘;in this Section 3.3 are an integral part of the
transactgons contemplated oy :the Agreement and constitute
liquidated damages and no: a penalty. If ocne party fails to
promptlygpay to the other any fee due hereunder, the defaulting
party shall pay the costs and expenses {including legal fees and
expenses)f'in connection with any action, including the filing of
any lawsqit Or other lega. ac=ion, taken t>y collect payment, .
toqetherswith interest cn :he amount of any unpaid fee at the
piblicly lannounced pPrime rarte cf. Citibank, N.A. (or its
successo%) from the date such fee was required o ve paid.

' (d)  Limitation of Termination Fees. Notwithstanding
anything herein to the contrary, the aggregate amount payable to
LCxE Energy and its affiliates pursuant to Section 9.3(a),
Section %;be) and the terms .. the U Energy Stock Option
Agreemenggshall not exceed $70 million and the aggregate amount
payvable to XU Energy and ::s affiliates pursuant to Section
9.3(a), éection 9.3(b) and :he terms of the LG&E Energy Stock
Cotion Agreement shall no- exceed 370 million ‘including, in each
Case, reimbursement for f2es and expenses Pavable pursuant to
this Section 9.3). ro-r Furposes of :tnis Section 3.3(d), the
amount pqyable pursuant =o the terms of the K'J Energy Stock
Cption Agreement or the L3&: Energy Stock Option Agreement, as
trhe:case may be, shall b2 the amount raid pursuant to Sections

-

“fa) (1) and 7(a) (ii) thersof.

(

§Section 9.4 Aamendmenc. This Agreement may be amended
by the Boards of Direc:ors of the parties hereto, at any time
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z= fter approval ner2si oy the shareholders of U Erergy
ar rergy and prior o the Fifective Time. but after su-~h
ac n0 such amendmern- shall ‘i) alwer or change the amoun*
e sharas, righis or any of she proceedings of <he

T 0 shares under Ars.cle SI. CZr iil) aiisr or change any
<: rmis and cond:iticns of this Agreement if any cf the

alzer S Or <hanges, a.:ong Or In the aggregate, would

materially adversely af:iac: =he rights of nolders of XU Snerg,
Capital stock cr LG&E Lnergy capitai stock, excep: for
a;:eratid;s or changes that cculd otherwise be adopted by the

Board of Directors of the Tompany, withour the turther approval
of such s;éreholders, as applicable. This Agreement may not be
amended except by an instrument in writing signed on behalf of
cach of the parties hereto.

. gSection 9.5 Waiver. At any time prior to the
EffectivefTime, the parties hereto may (a) extend the time for
the performance of any of the obligations or other acts of the
other parties hereto, (b) waive any inaccuracies in the
representations and warranties contained herein or in any
document delivered pursuant hereto and (c) waive compliance with
any of th& agreements or conditions contained herein, to the
ex-ent pe?mitted by applicabie law. Any agreement on the part of
a party hereto %o any such extension or waiver shall k- valid if
set forthfin an instrumen: 1in writing signed on behalf of such
party. &

survival; Zffect of Representations
pPresentations, warranties and
shall rot survive the Merger, except
Q1S Agreement and except for the
‘ 0.1 and 1in Article II,
Section 7.10, Secticn

S,
icn 7.15, Section 7.16,
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Section 6%°!-), Sectica T.35, Sec g
7..1, Section 7.13, Secticn ~.14, Sec:

ion 7§17 and Section 0.7,

(b}  No party may asser: a cla:m for inaccuracy of any

\tion or warranty contained in tAis Agreement (whether
b directzclaim Or countercla.m) except in connection with the
torminatidn of =his Agreement pursuan:t to Section 9.1l{g) (i) or
Section 9gl(h)<i) {or pursuant tc any other subsection of Section
9.5, if the terminating par:y, would have been entitled to
terminatefthis Agreement pursuant o Section 9.1(g) (1) or Section

9.1(h) (D) g
gSection 10.2 B2rokers. KU Znergy represents and
warrants Ehat, except for Goldman, Sachs & Co. whose fees have
been disclosed to LG&E Energy prior to the date hereof, no
broker, flnder or investment ranker .s entitled ‘o

&
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finder's or cther fee or CimmissiOon In Connection with the Merger
or the transactions contemp.azed by this Agreement based uporn
arrangements made by, cor oo oenalf i KU Energy.  LG&E Znercy
represents and warrants tnat. sxcept for The Ziaczstone Group
L.P., dho fees have bezn 3Jisclosed o ¥U Energy prior to the
date hnreo:. no broxer, I.nder or .nveswument tanxer is entitied
o any brox-raqe, finder s ¢or cther fee or.commissicn in
connection w:ith the Merger or the rtransactions ccnterplated by
-ulS Agreement based upcnh arrangements made by or on penall of

G&E une:gy

- Section 10.3 Notices. All nntices and other
communications hereunder s3hall be in writing and shall be deemed
given if%(i) delivered personally, (11) sent by reputable
overnight courier service, (iii) telecopied (which is confirmed),
or (iv) five days after being mailed by registered or certified
mail (return receipt requested) to the parties at the following

addresses” (or at such other address for a party as shall be
spec1f1ed by like notice}:

!

(a) If to KU Energy. to:

i S MW#. =

T

o

. ky - 405C7
Atterticn: O.M. Goodlilett

Telephone: (60G8) 367-1104
Telecopy: i606) 367-1198
w1th oa Copy o

Rober® A. Yc.les. EsG.
Jones. DJay. Rsavis & Pogue
77 West dacker Drive
. Chicago, Iiiinc:s 606801-1632
¥ Telephone: (212} 269-4145
Telecopy: 1312) 782-8585
(b} If to LG&Z EZnergw, :0:

LG&E Energy Corp. |

220 West Main Street
Louisviile, Xentucky 40207
Attention: Victor A. Staffier:
Telephone: {302) 627-3212
Telecopy: {562) £27-2155

with copies %w90:

Richard I. Beattie, Esqg.
Simpson Thacher & Bartl
3425 lexington Avenue

New York, New York 10017
Telephone: {212) 455-2635
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Telecopy: —4212) 455-2502
and

Gardner, Carton & Douglas

Quaker Tower

321 North Clark Street, Suite 3400
Chicago, Illinois 60610-4785
Attention: Peter D. Clarke, Esgqg.
Telephone: (312) 245-8685
Telecopy: {312) 644-3381

Section 10.4 Miscellaneous. This Agreement (including
the documents and instruments referred to herein) (i) constitutes
the entire agreement and supersedes all other prior agreements
and understandings, both written and oral, among the parties, or
any of them, with respect to the subject matter hereof other than
the Confidentiality Agreement (provided that Paragraph 7 of the
Confidentiality Agreement is superseded by the terms hereof and
shall have no further force or effect); (ii) shall be deemed and
construed as, and is intended to be, a "Definitive Agreement"
within the meaning of paragraph 10 of the Confidentiality
Agreement; (iii) shall not be assigned by operation of law or
octherwise; and (iv) shall be governed by and construed in
accordance with the laws of the Commonwealth of Kentucky
applicable to contracts executed in and to be fully performed in
such Commonwealth, without giving effect to its conflicts of law,
rules or principles and except to the extent the provisions of
this Agreement (including the documents or instruments referred
to herein) are expressly governed by or derive their authority
from the KBCA. ‘

Section 10.5 Interpretation. When a reference is made
in this Agreement to Articles, Sections or Exhibits, such
reference shall be to a Section or Exhibit of this Agreement,
respectively, unless otherwise indicated. The table of contents
and headings contained in this Agreement are for reference
purposes only and shall not affect in any way the meaning or
interpretation of this Agreement. Whenever the words "include",
"includes" or "including” are used in this Agreement, they shall
be deemed to be followed by the words "without limitation".
unless the context otherwise requires, the use of the singular
shall include the plural, the use of the masculine shall include
the feminine, and vice versa. As used in this Agreement, the
antecedent of any personal pronoun shall be deemed to be only the
next preceding proper noun or nouns, as appropriate for such
pronoun. As used in this Agreement, any reference to any law,
rule or regulation shall be deemed to include a reference to any
amendments, revisions or successor provisions to such law, rule
or regulation.

Section 10.6 Counterparts; Effect. This Agreement may
be executed in one or more counterparts, each of which shall be




deemed to be an criginal. but all of which shall constitute one
and the?same agreement.

-

Sectieon 10.7 Frarz:es :n Interest. This Agreemen:
shall be tinding upcn and inure sclely to the benefi: of each
party hereuo, and, excegt fcr rights of Indemnified Parties as
set forth in Section 7.3, nothing .n this Agreement, express or
;mplied,éis intended. to confier upcn any other person any rights

-

cr remedies of any nature whatsoever under or by reason of this
Ag*eemenﬁ Notwithstanding the foregoing and any other provision
of this Agreement and 1in addir‘on to any other IEQUler action
of the Board of Directors of LG&E Energy, (a) a majority of the
dlrectors (or their successors) serving on the Board of Directors
>f the Company who are designated by KU Energy pursuant to
Section 7.13 shall be entitled during the three year period
commencing at the Effective Time (the "Three Year Period") to
enforce the provisions of Section 7.9, Section 7.10, Section
7.11, Section 7.14 and Section 7.15 on behalf of the KU Energy

"officers,} directors and employees, as the case may ke, and (b) a

majority 'of the directors {(or their successors) serving on the
Board of Dlrectors of the Company who are designated by LG&E
Enerqgy pursuant to Section 7.13 shall be entitled during the
Three Year Period to enforce the provisions of Section 7.9,
Section 7‘10 Section 7.11, Section 7.14 and Section 7.15 on
behalf ofgtbe LG&E Energy officers, directors and employees, as
the case may be. Such directors’ rights and remedies under the
preceding}sentence are cumulative and are in addition to any
other rights and remedies they may have at law Or in equity, but
in no event shall this Section 10.7 be deemed to impose any
addltlonal duties on any such directors. The Company shall pay,
at the time they are incurred, all costs, fees and expenses of
such dire¢tors incurred in connection with the assertion of any
rights‘onﬁbehalf of the persons set forth above pursuant to this
Section 10.7.

fSectlon lO 8 Waiver of Jury Trial and Certain Damages.
Each partx to this Agreement waives, to the fullest extent
permltted hy applicable law, (i) any right it may have to a trial
by jury in respect of any action, suit or proceeding arising out
of or relatlnq to this Agreement and {ii) except with respect to
Section 9§3 which shall not ._ limited in any way, any right it
may have to receive damages from any other party based on any
iability for any special, indirect, consequential
- lost profits) or punitive damages.

Sectlon 10.9 Enforcement. The parties agree that
lrreparable damage would occur in the event that any of the
provisions of this Agreement were not performed in accordance
with thelr specific terms or were otherwise breached. It is
accordingly agreed that the parties shall be entitled to an
injunctien, or injunctions -o prewven: breaches of this Agreement
and to enferce specificaliy the terms and provisions of this
Aqreement%in any court of the United States located in the
Cormonwealth of Kentucky or in Xentucky state court, this being
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in addition to any other remgay to which they are entitled at law
or in equity. In addition, each of the parties hereto (a)
consents to submit itself to the personal jurisdiction of any
federal court located in the Commonwealth of Kentucky or any:
‘Kentucky state court in the event any dispute arises out of this
Agreement or any of the transactions contemplated by this
Agreement, (b) agrees that it will not attempt to deny such
personal jurisdiction by motion or other request for leave from
any such court and (c) agrees that it will not bring any action
relating to this Agreement or any of the transactions
contemplated by this Agreement in any court other than a federal
or state court sitting in the Commonwealth of Kentucky.




IN WITNESS WHEREOF, LG&E Energy CS?p. and KU Energy
Corporation have caused this Agreement to be signed oy their
respective officers thereunto duly authorized as of the date

first written above.
LG&E ENERGY CORP. @@E@v‘
o J
SO VT P

Name: Roger W. Hale
Attest: Title: Chairman, President
: and Chief Executive
( PW s
Secretary
KU ENERGY CORPORATION
By:
Name: . Whitley
Attest: Title: Chairman, President
and Chief Executive

Officer
)é%g %_’u_‘
fetary

Sec




5597
RECE e, o§0- °°

AMENDED AND RESTATED |
ARTICLES OF INCORPORATION Hay i 12 23 PH '8
OF .

LG&E ENERGY CORP.

—

Pursuant to the provisions of Sections 271B.10-030, 271B.10-060 and 271B.¥0-070 of
the Kentucky Business Corporation Act, as amended, LG&E Energy Corp., a Kentucky
corporation (the “Company”), hereby adopts the following Articles of Amendment and .
Restatement to its Amended and Restated Articles of Incorporanon and certifies the following in
connection with this amendment and restatement.

FIRST:

SECOND:

THIRD:

Designation

Common Stock

FOURTH:

The name of the Company is LG&E Energy Corp.

The Amended and Restated Articles of Incorporation filed herewith as
Exhibit A (the “Restatement”), contain amendments to Article Fourth and
Article Fourteenth thereof.

The amendments to Article Fourth of the Restatement were recommended
by the Company’s Board of Directors on May 20, 1997 and adopted by the
Company’s shareholders at a Special Meeting on October 14, 1997 in the
manner prescribed by the Kentucky Business Corporation Act. The only
voting group entitled to vote on the foregoing was owners of record on
August 8, 1997 of the Corporation’s Common Stock (without par value).
The designation, number of outstanding shares, number of votes entitled to
be cast by the voting group entitled to vote on such amendment, and the
number of votes of the voting group indisputably represented at the
meeting were as follows:

Number of Number of Number of votes

Outstanding votes entitled indisputably represented
shares to be cast at the meeting

66,486,875 66,486,875 52,499,555.39

The total number of votes cast for the amendments to Article Fourth of the
Restatement, against such amendment, and abstaining regarding the
amendment by the voting group entitled to vote on such amendment was
as follows: 49,738,586.696 votes for, 1,678,589.993 votes against and
1,082,378.707 votes abstaining. The number of .votes cast for such
amendment by the voting group was sufficient for approval by such voting

group.




FIFTH:
SIXTH:

SEVENTH:

EIGHTH:

Dated: April 30, 1998

a:\20244493.2w6

The amendments to Article Fourteenth of the Restatement do not require
shareholder approval and were adopted by the Company’s Board of
Directors on April 22, 1998.

The amendments contained in the Restatement do not provide for an
exchange, reclassification or cancellation of issued shares of stock of the
Company.

As amended above, Articles First through Fourteenth of the Company’s
Articles of Incorporation are restated in their entirety as set forth in the
Restatement. The Restatement, together with the amendments contained
therein, supersede -the original Amended and Restated Articles of
Incorporation, as amended, and all amendments thereto.

The Restatement, containing the amendments adopted, shall be effective at
7:00 am. E.D.T. on May 4, 1998 and shall read in its entirety as set forth
on Exhibit A attached hereto.

" LG&E ENERGY CORP.

" /M»w/u/

John R. McCall

Executive Vice President,
General Counsel and
Corporate Secretary




EXHIBIT A

RESTATED ARTICLES OF INCORPORATION
OF v
LG&E ENERGY CORP.

“FIRST. The corporate name is
LG&E Energy Corp.

SECOND. The address of the registered office of LG&E Energy Corp. (herein,
the “Company”) is 220 West Main Street, P.O. Box 32030, Louisville, Kentucky
40232 and the name of the Company’s registered agent at that office is John R.
McCall.

THIRD. The mailing address of the principal office of the Company is 220 West
Main Street, P.O. Box 32030, Louisville, Kentucky 40232.

FOURTH. A. AUTHORIZED CAPITAL STOCK. The total number of shares
which the Company shall have the authority to issue shall be 305,000,000 shares,
of which 300,000,000 shares shall be Common Stock, without par value, and
5,000,000 shares shall be Preferred Stock, without par value.

B. COMMON STOCK. The Board of Directors is hereby authorized to cause
shares of Common Stock, without par value, to be issued from time to time for
such consideration as may be fixed from time to time by the Board of Directors,
or by way of stock split pro rata to the holders of the Common Stock. The Board
of Directors may also determine the proportion of the proceeds received from the
sale of such stock which shall be credited upon the books of the Company to
Capital or Capital Surplus.

Each share of the Common Stock shall be equal to all respects to every other
share of the Common Stock. Subject to any special voting rights of the holders of
Preferred Stock fixed by or pursuant to the provisions of Paragraph C of this
Atrticle Fourth, the shares of Common Stock shall entitle the holders thereof to
one vote for each share upon all matters upon which shareholders have the right to
vote and, to the extent required by law, to cumulative voting in all elections of
directors by shareholders.

No holder of shares of Common Stock shall be entitled as such as a matter of right
to subscribe for or purchase any part of any new or additional issue of stock, or_
securities convertible into stock, of any class whatsoever, whether now or
hereafter authorized, and whether issued for cash, property, services or otherwise.

After the requirements with respect to preferential dividends on Preferred Stock
(fixed by or pursuant to the provisions of Paragraph C of this Article Fourth), if




any, shall have been met and after the Company shall have complied with all the
requirements, if any, with respect to the setting aside of sums as sinking funds or
redemption or purchase accounts (fixed by or pursuant to the -provisions of
Paragraph C of this Article Fourth) and subject further to any other conditions
which may be fixed by or pursuant to the provisions of Paragraph C of this Article
Fourth, then, but not otherwise, the holders of Common Stock shall be entitled to
receive dividends, if any, as may be declared from time to time by the Board of
Directors.

After distribution in full of the preferential amount (fixed by or pursuant to the
provisions of Paragraph C of this Article Fourth), if any, to be distributed to the
holders of Preferred Stock in the event of voluntary or involuntary liquidation,
distribution or sale of assets, dissolution or winding up of the Company, the
holders of the Common Stock shall be entitled to receive all the remaining assets
of the Company, tangible and intangible, of whatever kind available for
distribution to shareholders, ratably in proportion to the number of shares of
Common Stock held by each.

C. PREFERRED STOCK. Shares of Preferred Stock may be divided into and
issued in such series, on such terms and for such consideration as may from time
to time be determined by the Board of Directors of the Company. Each series
‘shall be so designated as to distinguish the shares thereof from the shares of all
other series and classes. All shares of Preferred Stock shall be identical, except as
to variations between different series in the relative rights and preferences as
permitted or contemplated by the next succeeding sentence. Authority is hereby
vested in the Board of Directors of the Company to establish out of shares of
Preferred Stock which are authorized and unissued from time to time one or more
series thereof and to fix and determine the following relative rights and
preferences of shares of each such series: '

(1) The distinctive designation of, and the number of shares which shall
constitute, the series and the “stated value” or “nominal value,” if any, thereof;

(2) The rate of dividend applicable to shares of such series;

(3) The price at and the terms and conditions on which shares of such
series may be redeemed;

(4) The amount payable upon shares of such series in the event of the
involuntary liquidation of the Company;

(5) The amount payable upon shares of such series in the event of the
voluntary liquidation of the Company;

(6) Sinking fund provisions for the redemption or purchase of shares of
such series;




(7) The terms and conditions on which shares of such series may be
converted, if such shares are issued with the privilege of conversion;

(8) The voting powers, if any, of the holders of shares of the series wﬁ§1
may, without limiting the generality of the foregoing, include (i) the right to one
or less than one vote per share on any or all matters voted upon by the
shareholders and (ii) the right to vote, as a series by itself or together with other
series of Preferred Stock or together with all series of Preferred Stock as a class,
upon such matters, under such circumstances and upon such conditions as the
Board of Directors may fix, including, without limitation, the right, voting as a
serjes by itself or together with other series of Preferred Stock or together with all
series of Preferred Stock as a class, to elect one or more directors of this Company
in the event there shall have been a failure to pay dividends on any one or more
series of Preferred Stock or under such other circumstances and upon such
conditions as the Board of Directors may determine; provided, however, that in no
event shall a share of Preferred Stock have more than one vote; and

(9) Any other such rights and preferences as are not inconsistent with the
Kentucky Business Corporation Act.

No holder of any share of any series of Preferred Stock shall be entitled to vote for
the election of directors or in respect of any other matter except as may be
required by the Kentucky Business Corporation Act, as amended, or as is
permitted by the resolution or resolutions adopted by the Board of Directors
authorizing the issue of such series of Preferred Stock.

D. OTHER PROVISIONS.

(1) The relative powers, preferences, and rights of each series of Preferred
Stock in relation to the powers, preferences and rights of each other series of
Preferred Stock shall, in each case, be as fixed from time to time by the Board of
Directors in the resolution or resolutions adopted pursuant to authority granted in
Paragraph C of this Article Fourth, and the consent by class or series vote or
otherwise, of the holders of the Preferred Stock or such of the series of the
Preferred Stock as are from time to time outstanding shall not be required for the
issuance by the Board of Directors of any other series of Preferred Stock whether
the powers, preferences and rights of such other series shall be fixed by the Board
of Directors as senior to, or on a parity with, powers, preferences and rights of
such outstanding series, or any of them, provided, however, that the Board of
Directors may provide in such resolution or resolutions adopted with respect to
any series of Preferred Stock that the consent of the holders of a majority (or such
greater proportion as shall be therein fixed) of the outstanding shares of such
series voting thereon shall be required for the issuance of any or all other series of
Preferred Stock. _




(2) Subject to the provisions of Section 1 of this Paragraph D, shares of
any series of Preferred Stock may be issued from time to time as the Board of
Directors shall determine and on such terms and for such consideration as shall be
fixed by the Board of Directors. v

(3) Common Stock may be issued from time to time as the Board of
Directors shall determine and on such terms and for such consideration as shall be
fixed by the Board of Directors.

(4) No holder of any of the -shares of any class or series of shares or
securities convertible into such shares of any class or series of shares, or of
options, warrants or other rights to purchase or acquire shares of any class or
series of shares or of other securities of the Company shall have any preemptive
right to purchase, acquire, subscribe for any unissued shares of any class or series
or any additional shares of any class or series to be issued by reason of any
increase of the authorized capital stock of the Company of any class or series, or
bonds, certificates of indebtedness, debentures or other securities convertible into
or exchangeable for shares of any class or series, or carrying any right to purchase
or acquire shares of any class or series, but any such unissued shares, additional
authorized issue of shares of any class or series of shares or securities convertible
into or exchangeable for shares, or carrying any right to purchase or acquire
shares, may be issued and disposed of pursuant to resolution of the Board of
Directors to such persons, firms, corporations or associations, and upon such
terms, as may be deemed advisable by the Board of Directors in the exerc1se of its
sole discretion.

(5) The Company reserves the right to increase or decrease its authorized
capital shares, or any class or series thereof or to reclassify the same and to
amend, alter, change or repeal any provision contained in the Articles of
Incorporation or in any amendment thereto, in the manner now or hereafter
prescribed by law, but subject to such conditions and limitations as are
hereinbefore prescribed, and all rights conferred upon shareholders in the Articles

of Incorporation of this Company, or any amendment thereto, are granted subject
to this reservation.

FIFTH. The purpose of the Company is the transaction of any or all lawful

business for which corporations may be incorporated under the Kentucky

Business Corporation Act.

SIXTH. The period of the Company’s duration shall be perpetual.

SEVENTH. A. CERTAIN DEFINITIONS. For purposes of this Article Seventh:
(1) “Affiliate,” including the term “affiliated person,” means a person

who directly, or indirectly through one (1) or more intermediaries, controls, or is
controlled by, or is under common control with, a specified person.




(2) “Associate,” when used to indicate a relationship with any person,
means:

~(a) Any corporation or organization (other than the Company or a
Subsidiary), of which such person is an officer, director or partner or is, directly
or indirectly, the Beneficial Owner of ten percent (10%) or more of any class of
Equity Securities;

(b) Any trust or other estate in which such person has a substantial
beneficial interest or as to which such person serves as trustee or in a similar
fiduciary capacity; and

(c) Any relative or spouse of such person, or any relative of such
spouse, any one (1) of whom has the same home as such person or is a director or
officer of the corporation or any of its Affiliates.

(3) “Beneficial Owner,” when used with respect to any Voting Stock,
means a person:

(2) Who, individually or with any of its Affiliates or Associates,
beneficially owns Voting Stock, directly or indirectly; or

(b) Who, individually or with any of its Affiliates or Associates,
has:

1. The right to acquire Voting Stock, whether such right is
exercisable immediately or only after the passage of time and whether or not such
right is exercisable only after specified conditions are met, pursuant to any
agreement, arrangement, or understanding or upon the exercise of conversion
rights, exchange rights, warrants or options, or otherwise;

\ 2. . The right to vote Voting Stock pursuant to any
agreement, arrangement, or understanding; or

3. Any agreement, arrangement, or understanding for the
purpose of acquiring, holding, voting or disposing of Voting Stock with any other
person who beneficially owns, or whose Affiliates or Associates beneficially
owns, directly or indirectly, such shares of Voting Stock.

(4) “Business Combination” means:
(a) Any merger or consolidation of the Company or any

Subsidiary with any Interested Shareholder, or any other corporation, whether or
not itself an Interested Shareholder, which is, or after the merger or consolidation




would be, an Affiliate of an Interested Shareholder who was an Interested
Shareholder prior to the transaction;

(b) Any sale, lease, transfer, or other disposition, other than in the
ordinary course of business, in one (1) transaction or a series of transactions in
any twelve-month period, to any Interested Shareholder or any Affiliate of any
Interested Shareholder, other than the Company or any Subsidiary, of any assets
of the Company or any Subsidiary having, measured at the time the transaction or
transactions are approved by the Board of Directors of the Company, an aggregate
book value as of the end of the Company’s most recently ended fiscal quarter of
five percent (5%) or more of the total Market Value of the outstanding stock of
the Company or of its net worth as of the end of its most recently ended fiscal
quarter; '

(c¢) The issuance or transfer by the Company, or any Subsidiary, in
one transaction or a series of transactions in any twelve-month period, of any
Equity Securities of the Company or any Subsidiary which have an aggregate
Market Value of five percent (5%) or more of the total Market Value of the
outstanding stock of the Company, determined as of the end of the Company’s
most recently ended fiscal quarter prior to the first such issuance or transfer, to
any Interested Shareholder or any Affiliate of any Interested Shareholder, other
than the Company or any of its Subsidiaries, except pursuant to the exercise of
warrants or rights to purchase securities offered pro rata to all holders of the
Company’s Voting Stock or any other method affording substantially
proportionate treatment to the holders of Voting Stock;

(d) The adoption of any plan or proposal for the liquidation or
dissolution of the Company in which anything other than cash will be received by
an Interested Shareholder or any Affiliate of any Interested Shareholder; or

(e) Any reclassification of securities, including any reverse stock
split; or recapitalization of the Company; or any merger or consolidation of the
Company with any of its Subsidiaries; or any other transaction which has the
effect, directly or indirectly, in one transaction or a series of transactions, of
increasing by five percent (5%) or more the proportionate amount of the
outstanding shares of any class of Equity Securities of the Company or any
Subsidiary which is directly or indirectly beneficially owned by any Interested
Shareholder or any Affiliate of any Interested Shareholder.

(5) “Common Stock” means any stock of the Company other than
preferred or preference stock of the Company.

(6) “Continuing Director” means any member of the gg;lpmy’s Board of
Directors who is not an Interested Shareholder or an Affiliate or Associate of an
Interested Shareholder or any of its Affiliates, other than the Company or any of
its Subsidiaries, and who was a director of the Company prior to the time the




Interested Shareholder became an Interested Shareholder, and any successor to
such Continuing Director who is not an Interested Shareholder or an Affiliate or
Associate of an Interested Shareholder or any of its Affiliates, other than the
Company or any of its Subsidiaries, and was recommended or elected by a
majority of the Continuing Directors at a meeting at which a quorum consisting of
a majority of the Continuing Directors is present.

(7) *“Control,” including the term “controlling,” “controlled by” and
“under common control with,” means the possession, directly or indirectly, of the
power to direct or cause the direction of the management and policies of a person,
whether through the ownership of voting securities, by contract, or otherwise, and
the beneficial ownership of ten percent (10%) or more of the votes entitled to be
cast by a corporation’s Voting Stock creates a presumption of control.

(8) *“Equity Security” means:

(a) Any stock or similar security, certificate of interest, or
participation in any profit-sharing agreement, voting trust certificate, or certificate
of deposit for the foregoing;

(b) Any security convertible, with or without consideration, into
an Equity Security, or any warrant or other security carrying any right to subscribe
to or purchase an Equity Security; or

(¢) Any put, call, straddle, or other option, right or privilege of
acquiring an Equity Security from or selling an Equity Security to another without
being bound to do so.

(9) “Interested Shareholder” means any person, other than the Company
or any of its Subsidiaries, who:

(2) Is the Beneficial Owner, directly or indirectly, of ten percent
(10%) or more of the voting power of the outstanding Voting Stock of the
Company; or is an Affiliate of the Company and at any time within the two-year
period immediately prior to the date in question was the Beneficial Owner,
directly or indirectly, of ten percent (10%) or more of the voting power of the then
outstanding Voting Stock of the Company.

(b) For the purpose of determining whether a person is an
Interested Shareholder, the number of shares of Voting Stock deemed to be
outstanding shall include shares deemed owned by the person through application
of Subsection (3) of this Paragraph A of Article Seventh but shall not include any
other shares of Voting Stock which may be issuable pursuant to any agreement,
arrangement, or understanding, or upon exercise of conversion rights, warrants or
options or otherwise. ’




(10) “Market Value” means:

(a) In the case of stock, the highest closing sale price during the
thirty-day period immediately preceding the date in question of a share of such
stock on the composite tape for New York Stock Exchange listed stocks, or, if
such stock is not quoted on the composite tape, on the New York Stock Exchange,
or if such stock is not listed on such exchange, on the principal United States
securities exchanges registered under the Securities Exchange Act of 1934 on
which such stock is listed, or, if such stock is not listed on any such exchange, the
highest closing bid quotation with respect to a share of such stock during the
thirty-day period preceding the date in question on the National Association of
Securities Dealers, Inc., Automated Quotation System or any system then in use,
or if no such quotations are available, the fair market value on the date in question
of a share of such stock as determined by a majority of the Continuing Directors
at a meeting of the Board of Directors at which a quorum consisting of at least a
majority of the Continuing Directors is present; and

(b) In the case of property other than cash or stock, the fair market
value of such property on the date in question as determined by a majority of the
Continuing Directors at a meeting of the Board of Directors at which a quorum
consisting of at least a majority of the Continuing Directors is present.

(11) “Subsidiary” means any corporation of which Voting Stock having a
majority of the votes entitled to be cast is owned, directly or indirectly, by the
Company.

(12) “Voting Stock” means shares of capital stock of a corporation
entitled to vote generally in the election of its directors.

B. MINIMUM SHARE VOTE REQUIREMENTS FOR APPROVAL OF
BUSINESS COMBINATIONS.

(1) In addition to any vote otherwise required by law or these Articles of
Incorporation, a Business Combination shall be recommended by the Board of
Directors of the Company and approved by the affirmative vote of at least:

(a) Eighty percent (80%) of the votes entitled to be cast by
outstanding shares of Voting Stock of the Company, voting together as a single
voting group, and

(b) Two-thirds of the votes entitled to be cast by holders of Voting
Stock other than Voting Stock beneficially owned by the Interested Shareholder
who is, or whose Affiliate is, a party to the Business Combination or by an
Affiliate or Associate of such Interested Shareholder, voting together as a single
voting group.




(2) Unless a Business Combination is exempted from the operation of this
Paragraph B in accordance with Paragraph C of this Article Seventh, the failure to
comply with the voting requirements of Subsection (1) of this Paragraph B shall
render such Business Combination void. o

C. EXEMPTIONS FROM MINIMUM SHARE VOTE REQUIREMENTS.
(1) For purposes of Section (2) of this Paragraph C

(a) “Announcement Date” means the first general public
announcement of the proposal or intention to make a proposal of the Business
Combination or the first communication generally to shareholders of the
Company, whichever is earlier.

(b) “Determination Date” means the date on which an Interested
Shareholder first became an Interested Shareholder, and

(c) “Valuation Date” means:

1. For a Business Combination voted upon by
shareholders, the latter of the day prior to the date of the shareholders’ vote or the
date twenty (20) days prior to the consummation of the Business Combination;
and .

2. For a Business Combination not voted upon by
shareholders, the date of the consummation of the Business Combination.

(2) The vote required by Paragraph B of this Article Seventh does not
apply to a Business Combination if each of the following conditions is met:

(a) The aggregate amount of the cash and the Market Value as of
the Valuation Date of consideration other than cash to be received per share by
holders of Common Stock in such Business Combination is at least equal to the
highest of the following:

1. The highest per share price (including any brokerage
commissions, transfer taxes and soliciting dealers’ fees) paid by the Interested
Shareholder for any shares of Common Stock of the same class or series acquired
by it:

a. Within the two-year period immediately prior to
the Announcement Date of the proposalof the Business Combination; or

b. In the transaction in which it became an
Interested Shareholder, whichever is higher; or
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2. The Market Value per share of Common Stock of the
same class or series on the Announcement Date or on the Determination Date,
whichever is higher; or

3. The price pef?hare equal to the Market Value per share
of Common Stock of the same class or series determined pursuant to clause 2 of
this Subsection (a), multiplied by the fraction of:

a. The highest per share price, including any
brokerage commissions, transfer taxes and soliciting dealers’ fees, paid by the
Interested Shareholder for any shares of Common Stock of the same class or
series acquired by it within the two-year period immediately prior to the
Announcement Date ever.

_ b. The Market Value per share of Common Stock
of the same class or series on the first day in such two-year period on which the
Interested Shareholder acquired any shares of Common Stock.

(b) The aggregate amount of the cash and the Market Value as of
the Valuation Date of consideration other than cash to be received per share by’
holders of shares of any class or series of outstanding stock other than Common
Stock is at least equal to the highest of the following, whether or not the Interested
Shareholder has previously acquired any shares of a particular class or series of
stock:

1. The highest per share price, including any brokerage
commissions, transfer taxes and soliciting dealers’ fees, paid by the Interested
Shareholder for any shares of such class of stock acquired by it.

a. Within the two-year period immediately prior to
the Announcement Date of the proposal of the Business Combination; or

b. In the transaction in which it became an
Interested Shareholder, whichever is higher; or

2. The highest preferential amount per share to which the
holders of shares of such class of stock are entitled in the event of any voluntary
or involuntary liquidation, dissolution or winding up of the Company; or

3. The Market Value per share of such class of stock on the
Announcement Date or on the Determination Date, whichever is higher; or

4. The price per share equal to the Market Value per share

of such class of stock determined pursuant to clause 3 of this Subsection (b),
multiplied by the fraction of:

10




a. The highest per share price, including any
brokerage commissions, transfer taxes and soliciting dealers’ fees, paid by the
Interested Shareholder for any shares of any class of Voting Stock acquired by it
withixlg/le two-year period immediately prior to the Announcement Date, over

b. The Market Value per share of the same class of
Voting Stock on the first day in such two-year period on which the Interested
Shareholder acquired any shares of the same class of Voting Stock.

(¢) In making any price calculation under Section (2) of this
Paragraph C, appropriate adjustments shall be made to reflect any reclassification,
including any reverse stock split; recapitalization; reorganization; or any similar
transaction which has the effect of reducing the number of outstanding shares of
the stock. The consideration to be received by holders of any class or series of
outstanding stock is to be in cash or in the same form as the Interested
Shareholder has previously paid for shares of the same class or series of stock. If
the Interested Shareholder has paid for shares of any class of stock with varying
forms of consideration, the form of consideration for such class of stock shall be
either cash or the form used to acquire the largest number of shares of such class
or series of stock previously acquired by it.

(d) 1. After the Interested Shareholder has become an
Interested Shareholder and prior to the consummation of such Business
Combination.

a. There shall have been no failure to declare and
pay at the regular date therefor any full period dividends, whether or not
cumulative, on any outstanding preferred stock of the Company;

b. There shall have been no reduction in the annual
rate of dividends paid on any class or series of stock of the Company that is not
preferred stock, except as necessary to reflect any subdivision of the stock, and an
increase in such annual rate of dividends as necessary to reflect any
reclassification, including any reverse stock split, recapitalization, reorganization,
or any similar transaction which has the effect of reducing the number of
outstanding shares of the stock;

c. The Interested Shareholder shall not become the
Beneficial Owner of any additional shares of stock of the Company except as part
of the transaction which resulted in such Interested Shareholder becoming an
Interested Shareholder or by virtue of proportionate stock splits or stock
dividends.

2. The provisions of subclauses a and b of clause 1 do not

apply if no Interested Shareholder or an Affiliate or Associate of the Interested
Shareholder voted as a director of the Company in a manner inconsistent with
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such subclauses and the Interested shareholder, within ten (10) days after any act
or failure to act inconsistent with such subclauses, notifies the Board of Directors
of the Company in writing that the Interested Shareholder disapproves thereof and
requests in good faith that the Board of Directors rectify such act or failure to act.

(e) After the Interested Shareholder has become an Interested
Shareholder, the Interested Shareholder may not have received the benefit,
directly or indirectly, except proportionately as a shareholder, of any loans,
advances, guarantees, pledges or other financial assistance provided by the
Company or any Subsidiary, whether in anticipation of or in connection with such
Business Combination or otherwise.

3) (a) The vote required by Paragraph B of this Article Seventh does
not apply to any Business Combination that is approved by a majority of
Continuing Directors at a meeting of the Board of Directors at which a quorum
consisting of at least a majority of the Continuing Directors is present.

(b) Unless by its terms a resolution adopted under the foregoing
subsection (a) of this Section (3) i1s made irrevocable, it may be altered or repealed
by the Board of Directors, but this shall not affect any Business Combinations that
have been consummated, or are the subject of an existing agreement entered into,
prior to the alteration or repeal.

D. POWERS OF THE BOARD OF DIRECTORS. A majority of the Continuing
Directors of the Company shall have the power and duty to determine, on the
basis of information known to them after reasonable inquiry, all facts necessary to
determine compliance with this Article Seventh, including without limitation, (a)
whether a person is an Interested Shareholder, (b) the number of shares of Voting
Stock beneficially owned by any person, (c) whether a person is an Affiliate or
Associate of another, (d) whether the assets which are the subject of any Business
Combination have, or the consideration to be received for the issuance or transfer
of securities by the Company or any Subsidiary in any Business Combination has,
an aggregate book value or Market Value of five percent (5%) or more of the total
Market Value of the outstanding stock of the Company or of its net worth, and
(e) whether the requirements of Paragraph C of this Article Seventh have been
met.

E. NO EFFECT ON FIDUCIARY OBLIGATIONS OF INTERESTED
SHAREHOLDERS. Nothing contained in this Article Seventh shall be construed
to relieve any Interested Shareholder from any fiduciary obligation imposed by
law.

pe
F. AMENDMENT OR REPEAL. Notwithstanding any other provisions of thi
Article Seventh or of any other Article hereof, or of the By-Laws of the Company
(and notwithstanding the fact that a lesser percentage may be specified from time
to time by law, this Article Seventh, any other Article hereof, or the By-Laws of
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the Company), the provisions of this Article Seventh may not be altered, amended
or repealed in any respect, nor may any provision inconsistent therewith be
adopted, unless such alteration, amendment, repeal or adoption is approved by the
affirmative vote of the holders of at least: (i) 80% of the combined voting power
of the then outstanding Voting Stock of the Company, voting together as a single
class and (i) 66 2/3% of the combined voting power of the then outstanding
Voting Stock (which is not beneficially owned by an Interested Shareholder),
voting together as a single class. '

EIGHTH. A. NUMBER, ELECTION AND TERMS OF DIRECTORS. The
business of the Company shall be managed by a Board of Directors. The number
of directors of the Company shall be fixed from time to time by or pursuant to the
By-Laws of the Company. Except as otherwise provided in or fixed by or
pursuant to the provisions of Article Fourth hereof relating to the rights of the
holders of any class or series of stock having a preference over the Common
Stock as to dividends or upon liquidation to elect directors under specified
circumstances, the directors shall be classified, with respect to the time for which
they severally hold office, into three classes, as nearly equal in number as
possible, as shall be provided in the manner specified in the By-Laws of the
Company. One class shall be originally elected for a term expiring at the annual
meeting of shareholders to be held in 1991, another class shall be originally
elected for a term expiring at the annual meeting of shareholders to be held in
1992, and another class shall be originally elected.for a term expiring at the
annual meeting of shareholders to be held in 1993, with each member of each
class to hold office until a successor is elected and qualified. At each annual
meeting of shareholders of the Company and except as otherwise provided in or
fixed by or pursuant to the provisions of Article Fourth hereof relating to the
rights of the holders of any class or series of stock having a preference over the
Common Stock as to dividends or upon liquidation to elect directors under
specified circumstances, the successors of the class of directors whose term
expires at that meeting shall be elected to hold office for a term of three years.

B. SHAREHOLDER NOMINATION OF DIRECTOR CANDIDATES AND
INTRODUCTION OF BUSINESS. Advance notice of shareholder nominations
for the election of directors, and advance notice of business to be brought by
shareholders before an annual meeting of shareholders, shall be given in the
manner provided in the By-Laws of the Company.

C. NEWLY CREATED DIRECTORSHIPS AND VACANCIES. Except as
otherwise required by law and except as otherwise provided in or fixed by or
pursuant to the provisions of Article Fourth hereof relating to the rights of the
holders of any class or series of stock having a preference over the Common
Stock as to dividends or upon liquidation to elect directors under specified
circumstances: (i) newly created directorships resulting from any increase in the
number of directors and any vacancies on the Board of Directors resulting from
death, resignation, disqualification, removal or other cause shall be filled by the
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affirmative vote of a majonty of the remaining directors then in office, even
though less than a quorum of the Board of Directors; (ii) any director elected in
accordance with the preceding clause (i) shall hold office for the remainder of the
full term of the class of directors in which the new directorship was created or the
vacancy occurred and until such direcior’s successor shall have been elected and
qualified; and (iii) no decrease in the number of directors constituting the Board
of Directors shall shorten the term of any incumbent director.

D. REMOVAL. Except as otherwise provided in or fixed by or pursuant to the
provisions of Article Fourth hereof relating to the rights of the holders of any
class or series of stock having a preference over the Common Stock as to
dividends or upon liquidation to elect directors under specified circumstances, any
director may be removed from office, with or without cause, only by the
affirmative vote of the holders of at least 80% of the combined voting power of
the then outstanding shares of the Company’s stock entitled to vote generally,
voting together as a single class. Notwithstanding the foregoing provisions of this
Paragraph D, if at any time any shareholders of the Company have cumulative
voting rights with respect to the election of directors and less than the entire
Board of Directors is to be removed, no director may be removed from office if
the votes cast against removal would be sufficient to elect the person as a director
. if cumulatively voted at an election of the class of directors of which such person
is a part. Whenever in this Article Eighth or in Article Ninth hereof or in Article
Tenth hereof, the phrase, “the then outstanding shares of the Company’s stock
entitled to vote generally” is used, such phrase shall mean each then outstanding
share of any class or series of the Company’s stock that is entitled to vote
generally in the election of the Company’s directors.

E. AMENDMENT OR REPEAL. Notwithstanding any other provisions of this
Article Eighth or of any other Article hereof or of the By-Laws of the Company
(and notwithstanding the fact that a lesser percentage may be specified from time
to time by law, this Article Eighth, any other Article hereof, or the By-Laws of the
Company), the provisions of this Article Eighth may not be altered, amended or
repealed in any respect, nor may any provision inconsistent therewith be adopted,
unless such alteration, amendment, repeal or adoption is approved by the
affirmative vote of at least 80% of the combined voting power of the then
outstanding shares of the Company’s stock entitled to vote generally, voting
together as a single class.

NINTH. Any action required or permitted to be taken by the shareholders of the
Company at a meeting of such holders may be taken without such a meeting only
by written consent by all of the shareholders entitled to vote on the subject matter
thereof. Except as otherWise mandated by Kentucky law and except as otherwise
provided in or fixed by or pursuant to the provisions of Article Fourth hereof
relating to the rights of the holders of any class or series of stock having a
preference over the Common Stock as to dividends or upon liquidation to elect
directors under specified circumstances, special meetings of shareholders of the
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Company may be called only by the Board of Directors pursuant to a resolution
approved by a majority of the entire Board of Directors or by the President of the
Company. Notwithstanding any other provisions of this Article Ninth or of any
other Article hereof or of the By-Laws of the Company (and notwithstanding the
fact that a lesser percentage may be specified from time to time by law, this
Article Ninth, any other Article hereof, or the By-Laws of the Company), the
provisions of this Article Ninth may not be altered, amended or repealed in any
respect, nor may any provision inconsistent therewith be adopted, unless such
alteration, amendment, repeal or adoption is approved by the affirmative vote of
the holders of at least 80% of the combined voting power of the then outstanding
shares of the Company’s stock entitled to vote generally, voting together as a
single class.

TENTH. The Board of Directors shall have power to adopt, amend and repeal
the By-Laws of the Company to the maximum extent permitted from time to time
by Kentucky law; provided, however, that any By-Laws adopted by the Board of
Directors under the powers conferred hereby may be amended or repealed by the
Board of Directors or by the holders of at least a majority of the combined voting
power of the outstanding shares of the Company’s stock entitled to vote generally,
voting together as a single class, except that, and notwithstanding any other
provisions of this Article Tenth or of any other Article hereof or of the By-Laws
of the Company (and notwithstanding the fact that a lesser percentage may be
specified from time to time by law, this Article Tenth, any other Article hereof or
the By-Laws of the Company), no provision of Section 2, Section 5 or Section 6
of Article I of the By-Laws or of Section 1 of Article II of the By-Laws or of
Article VIII of the By-Laws may be altered, amended or repealed in any respect,
nor may any provision inconsistent therewith be adopted, unless such alteration,
amendment, repeal or adoption is approved by the affirmative vote of the holders
of at least 80% of the combined voting power of the then outstanding shares of the
Company’s stock entitled to vote generally, voting together as a single class.
Notwithstanding any other provisions of this Article Tenth or of any other Article
hereof or of the By-Laws of the Company (and notwithstanding the fact that a
lesser percentage may be specified from time to time by law, this Article Tenth,
any other Article hereof, or the By-Laws of the Company), the provisions of this
Article Tenth may not be altered, amended or repealed in any respect, nor may
any provision inconsistent therewith be adopted, unless such alteration,
amendment, repeal or adoption is approved by the affirmative vote of the holders
of at least 80% of the combined voting power of the then outstanding shares of the
Company’s stock entitled to vote generally, voting together as a single class.

ELEVENTH. A director of the Company shall not be personally liable to the
Company or its shareholders for monetary damages for-breach of his duties as a
director, except for liability (i) for any transaction in which the director’s personal
financial interest is in conflict with the financial interests of the Company or its
shareholders, (ii) for acts or omissions not in good faith or which involve
intentional misconduct or are known to the director to be a violation of law, (iii)
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under Kentucky Revised Statutes 271B.8-330, or (iv) for any transaction from
which the director derived any improper personal benefit. If the Kentucky
Business Corporation Act as amended after approval by the shareholders of this
Article to authorize corporate action further eliminating or limiting the. personal
liability of directors, then the liability of a director of th¢ Company shall be
eliminated or limited to the fullest extent permitted by the Kentucky Business
Corporation Act, as so amended. .

Any repeal or modification of the foregoing paragraph by the shareholders of the
Company shall not adversely affect any right or protection of a director of the
Company existing at the time of such repeal or modification.

TWELFTH. A. RIGHT TO INDEMNIFICATION. Each person who was or is a
director of the Company and who was or is made a party or is threatened to be
made a party to or as otherwise involved (including, without limitation, as a
witness) in any action, suit or proceeding, whether civil, criminal, administrative
or investigative (hereinafter a “proceeding”), by reason of the fact that he or she is
or was a director or officer of the Company or is or was serving at the request of
the Company as a director, officer, partner, trustee, employee or agent of another
corporation or of a partnership, joint venture, trust or other enterprise, including
service with respect to an employee benefit plan (hereinafter an “Indemnified
Director”), whether the basis of such proceeding is alleged action in an official
capacity as a director or officer or in any other capacity while serving as a director
or officer, shall be indemnified and held harmless by the Company to the fullest
extent permitted by the Kentucky Business Corporation Act, as the same exists or
may hereafter be amended (but, in the case of any such amendment, only to the
extent that such amendment permits the Company to provide broader
indemnification rights than such law permitted the Company to provide prior to
such amendment), against all liability, all reasonable expense and all loss
(including, without limitation, judgments, fines, reasonable attorneys’ fees,
ERISA excise taxes or penalties and amounts paid in settlement) incurred or
suffered by such Indemnified Director in connection therewith and such
indemnification shall continue as to an Indemnified Director who has ceased to be
a director and shall inure to the benefit of the Indemnified Director’s heirs,
executors and administrators. Each person who was or is an officer of the
Company and not a director of the Company and who was or is made a party or is
threatened to be made a party to or is otherwise involved (including, without
limitation, as a witness) in any proceeding, by reason of the fact that he or she is
or was an officer of the Company or is or was serving at the request of the
Company as a director, officer, partner, trustee, employee or agent of another
corporation or of a partnership, joint venture, trust or other enterprise, including
service with respect to an employee benefit plan (hereinafter an “Indemnified
Officer”), whether the basis of such proceeding is alleged action in an official
capacity as an officer or in any other capacity while serving as an officer, shall be
indemnified and held harmless by the Company against all liability, all reasonable
expense and all loss (including, without limitation, judgments, fines, reasonable
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attorneys’ fees, ERISA excise taxes or penalties and amounts paid in settlement)
incurred or suffered by such Indemnified Officer to the same extent and under the
same conditions that the Company must indemnify an Indemnified Director
pursuant to the immediately preceding sentence and to such further extent as is

~“hot contrary to public policy and such indemnification shall continue as to an
Indemnified Officer who has ceased to be an officer and shall inure to the benefit
of the Indemnified Officer’s heirs, executors and administrators. Notwithstanding
the foregoing and except as provided in Paragraph B of this Article Twelfth with
respect to proceedings to enforce rights to indemnification, the Company shall
indemnify any Indemnified Director or Indemnified Officer in connection with a
proceeding (or part thereof) initiated by such Indemnified Director or Indemnified
Officer only if such proceeding (or part thereof) was authorized by the Board of
Directors of the Company. As hereinafter used in this Article Twelfth, the term
“indemnitee” means any Indemnified Director or Indemnified Officer. Any
person who is or was a director or officer of a subsidiary of the Company shall be
deemed to be serving in such capacity at the request of the Company for purposes
of this Article Twelfth. The right to indemnification conferred in this Article shall
include the right to be paid by the Company the expenses incurred in defending
any such proceeding in advance of its final disposition (hereinafter an
“advancement of expenses”); provided, however, that, if the Kentucky Business
Corporation Act requires, an advancement of expenses incurred by an indemnitee
who at the time of receiving such advance is a director of the Company shall be
made only upon: (i) delivery to the Company of an.undertaking (hereinafter an
“undertaking”™), by or on behalf of such indemnitee, to repay all amounts so
advanced if it shall ultimately be determined by final judicial decision from which
there is no further right to appeal (hereinafter, a “final adjudication”) that such
indemnitee is not entitled to be indemnified for such expenses under this Article
or otherwise; (ii) delivery to the Company of a written affirmation of the
indemnitee’s good faith belief that he or she has met the standard of conduct that
makes indemnification by the Company permissible under the Kentucky Business
Corporation Act; and (iii) a determination that the facts then known to those
making the determination would not preclude indemnification under the Kentucky
Business Corporation Act. The right to indemnification and advancement of
expenses conferred in this Paragraph A shall be a contract right.

B. RIGHT OF INDEMNITEE TO BRING SUIT. If a claim under Paragraph A of
this Article Twelfth is not paid in full by the Company within sixty days after a
written claim has been received by the Company (except in the case of a claim for
an advancement of expenses, in which case the applicable period shall be twenty
days), the indemnitee may at any time thereafter bring suit against the Company
to recover the unpaid amount of the claim. If successful in whole or in part in any

h suit or in a suit brought by the Company to recover an advancement of
expenses pursuant to the terms of an undertaking, the indemnitee also shall be
entitled to be paid the expense of prosecuting or defending such suit. In (i) any
suit brought by the indemnitee to enforce a right to indemnification hereunder
(other than a suit to enforce a right to an advancement of expenses brought by an

17




indemnitee who will not be a director of the Company at the time such advance is
made) it shall be a defense that, and in (ii) any suit by the Company to recover an
advancement of expenses pursuant to the terms of an undertaking the Company
shall be entitled to recover such expenses upon a final adjudication that, the
indemnitee has not met the standard that makes it permissible hereunder or under
the Kentucky Business Corporation Act (the “applicable standard”) for the
Company to indemnify the indemnitee for the amount claimed. Neither the
failure of the Company (including its Board of Directors, a committee of the
Board of Directors, independent legal counsel or its shareholders) to have made a
determination prior to the commencement of such suit that indemnification of the
indemnitee is proper in the circumstances because the indemnitee has met the
applicable standard, nor an actual determination by the Company (including its
Board of Directors, a committee of the Board of Directors, independent legal
counsel or its shareholders) that the indemnitee has not met the applicable
standard, shall create a presumption that the indemnitee has not met the applicable
standard or, in the case of such a suit brought by the indemnitee, shall be a
defense to such suit. In any suit brought by the indemnitee to enforce a right to
indemnification or to an advancement of expenses hereunder, or by the Company
to recover an advancement of expenses pursuant to the terms of an undertaking,
the burden of proving that the indemnitee is not entitled to be indemnified or to
such advancement of expenses under this Article Twelfth or otherwise shall be on
the Company.

C. NON-EXCLUSIVITY OF RIGHTS. The rights to indemnification and to the
advancement of expenses conferred in this Article Twelfth shall not be exclusive
of any other right which any person may have or hereinafter acquire under any
statute, these Restated Articles of Incorporation, any By-Law, any agreement, any
vote of shareholders or disinterested directors or otherwise.

D. INSURANCE. The Company may maintain insurance, at its expense, to
protect itself and any director, officer, employee or agent of the Company or
another corporation, partnership, joint venture, trust or other enterprise against
any expense, liability or loss, whether or not the Company would have the power
to indemnify such person. against such expense, liability or loss under the
Kentucky Business Corporation Act.

E. INDEMNIFICATION OF EMPLOYEES AND AGENTS. The Company may,
to the extent authorized from time to time by the Board of Directors, grant rights
to indemnification and to the advancement of expenses to any employee or agent
of the Company and to any person serving at the request of the Company as an
agent or employee of another corporation or of a joint venture, trust or other
enterprise to the fullest extent of the provisions of this Article Twelfth with
respect to the indemnification and advancement of expenses of either directors or
officers of the Company.
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F. REPEAL OR MODIFICATION. Any repeal or modification of any provision
of this Article Twelfth shall not adversely affect any rights to indemnification and
to advancement of expenses that any person may have at the time of such repeal
or modification with respect to any acts or omissions occurring prior to such
repeal or modification.

G. SEVERABILITY. In case any one or more of the provisions of this Article
Twelfth, or any application thereof, shall be invalid, illegal or unenforceable in
any respect, the validity, legality and enforceability of the remaining provisions in
this Article Twelfth, and any other application thereof, shall not in any way be
affected or impaired thereby.

THIRTEENTH. The name and mailing address of the sole incorporator is:

Charles A. Markel III
LG&E Energy Corp.
220 West Main Street
P.0O. Box 32030
Louisville, KY 40232

FOURTEENTH. SERIES A PREFERRED STOCK.

Designation and Amount. . There shall be a series of the Preferred Stock
designated as “Series A Preferred Stock”. The number of shares constituting such
series shall be 2,000,000 and such series shall have the preferences, limitations
and relative rights set forth below.

Section 1. Dividends and Distributions.

(A) Subject to the possible prior and superior rights of the holders of any
shares of any other series of Preferred Stock or any other shares of preferred stock
of the Company ranking prior and superior to the shares of Series A Preferred
Stock with respect to dividends, each holder of Series A Preferred Stock shall be
entitled to receive, when, as and if declared by the Board of Directors out of funds
legally available for that purpose: (i) quarterly dividends payable in cash on the
first day of January, April, July, and October in each year (each such date being a
“Quarterly Dividend Payment Date”), commencing on the first Quarterly
Dividend Payment Date after the first issuance of such share of Series A Preferred
Stock, in an amount per share (rounded to the nearest cent) equal to the greater of
(2) $5.00 or (b) subject to the provision for adjustment hereinafter set forth, 100
times the aggregate per share amount of all cash dividends declared on shares of
the Common Stock of the Company, without par value (the “Common Stock™),
since the immediately preceding Quarterly Dividend Payment Date, or, with
respect to the first Quarterly Dividend Payment Date, since the first issuance of a
share of Series A Preferred Stock, and (ii) subject to the provision for adjustment
hereinafter set forth, quarterly distributions (payable in kind) on each Quarterly
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Dividend Payment Date in an amount per share equal to 100 times the aggregate
per share amount of all non-cash dividends or other distributions (other than a
dividend payable in shares of Common Stock or a subdivision of the outstanding
shares of Common Stock, by reclassification or otherwise) declared on shares of
Common Stock since the immediately preceding Quarterly Dividend Payment
Date, or with respect to the first Quarterly Dividend Payment Date, since the first
issuance of a share of Series A Preferred Stock. If the Quarterly Dividend
Payment Date is a Saturday, Sunday or legal holiday, then such Quarterly
Dividend Payment Date shall be the first immediately preceding calendar day
which is not a Saturday, Sunday or legal holiday. In the event that the Company
shall at any time after December 5, 1990, (the “Rights Declaration Date™) (i)
declare any dividend on outstanding shares of Common Stock payable in shares
of Common Stock (ii) subdivide outstanding shares of Common Stock, or (iii)
combine outstanding shares of Common Stock into a smaller number of shares,
then in each such case, the amount to which the holder of a share of Series A
Preferred Stock was entitled immediately prior to such event pursuant to the
preceding sentence shall be adjusted by multiplying such amount by a fraction,
the numerator of which shall be the number of shares of Common Stock that are
outstanding immediately after such event, and the denominator of which shall be
the number of shares of Common Stock that were outstanding immediately prior
to such event.

(B) The Company shall declare a dividend or distribution on shares of
Series A Preferred Stock as provided in paragraph (A) above immediately after it
declares a dividend or distribution on the shares of Common Stock (other than a
dividend payable in shares of Common Stock); provided, however, that, in the
event no dividend or distribution shall have been declared on the Common Stock
during the period between any Quarterly Dividend Payment Date and the next
subsequent Quarterly Dividend Payment Date, a dividend of $5.00 per share on
the Series A Preferred Stock shall nevertheless be payable on such subsequent
Quarterly Dividend Payment Date.

(C) Dividends shall begin to accrue and shall be cumulative on each
outstanding share of Senies A Preferred Stock from the Quarterly Dividend
Payment Date next preceding the date of issuance of such share of Series A
Preferred Stock, unless the date of issuance of such share is prior to the record
date for the first Quarterly Dividend Payment Date, in which case, dividends on
such share shall begin to accrue from the date of issuance of such share, or unless
the date of issuance is a Quarterly Dividend Payment Date or is a date after the
record date for the determination of holders of shares of Series A Preferred Stock
entitled to receive a quarterly dividend and before such Quarterly Dividend
Payment Date in either of which eventsTsuch dividends shall begin to accrue and
be cumulative from such Quarterly Dividend Payment Date. Accrued but unpaid
dividends shall not bear interest. Dividends paid on shares of Series A Preferred
Stock in an amount less than the aggregate amount of all such dividends at the
time accrued and payable on such shares shall be allocated pro rata on a share-by-
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share basis among all shares of Series A Preferred Stock at the time outstanding,
The Board of Directors may fix a record date for the determination of holders of
shares of Series A Preferred Stock entitled to receive payment of a dividend or
distribution declared thereon, which record date shall be no more than 60 days
prior to the date fixed for the payment thereof. -~

(D) Dividends payable on the Series A Preferred Stock for the initial
dividend period and for any period less than a full quarterly period, shall be
computed on the basis of a 360-day year of 30-day months.

Section 2. Voting Rights. The holders of shares of Series A Preferred Stock shall
have the following voting rights:

(A) Each share of Series A Preferred Stock shall entitle the holder thereof
to one vote on all matters submitted to a vote of the shareholders of the Company
and, to the extent required by law, to cumulative voting in all elections of
directors by shareholders.

(B) Except as otherwise provided herein or by law, the holders of shares
of Series A Preferred Stock and the holders of shares of Common Stock shall vote
together as one class on all matters submitted to a vote of shareholders of
Company.

(C) If at the time of any annual meeting of shareholders for the election of
directors a “default in preference dividends” on the Series A Preferred Stock shall
exist, the holders of the Series A Preferred Stock shall have the right at such
meeting, voting together as a single class, to the exclusion of the holders of
Common Stock, to elect two (2) directors of the Company. Such rnight shall
continue until there are no dividends in arrears upon the Series A Preferred Stock.
Either or both of the two directors to be elected by the holders of the Series A
Preferred Stock may be to fill a vacancy or vacancies created by an increase by
the Board of Directors in the number of directors constituting the Board of
Directors. Each director elected by the holders of Preferred Stock (a ‘“Preferred
Directo1) shall continue to serve as such director for the full term for which he or
she shall have been elected, notwithstanding that prior to the end of such term a
default in preference dividends shall cease to exist. Any Preferred Director may
be removed by, and shall not be removed except by, the vote of the holders of
record of the outstanding Series A Preferred Stock voting together as a single
class, at a meeting of the shareholders or of the holders of Preferred Stock called
for the purpose. So long as a default in preference dividends on the Series A
Preferred Stock shall exist, (i) any vacancy in the office of a Preferred Director
may be filled (except as provided in the following clause (ii)) by an instrument in
writing signed by the remaining Preferred Director and filed with the Company
and (i1) in the case of the removal of any Preferred Director, the vacancy may be
filled by the vote of the holders of the outstanding Series A Preferred Stock voting
together as a single class, at the same meeting at which such removal shall be
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voted. Each director appointed as aforesaid by the remaining Preferred Director
shall be deemed, for all purposes hereof, to be a Preferred Director. For the
purposes hereof, a “default in preference dividends” on the Preferred Stock shall
be deemed to have occurred whenever the amount of accrued and unpaid
dividends upon the Sefies A Preferrs. Stock shall be equivalent to six (6) full
quarterly dividends or more, and having so occurred, such default shall be deemed
to exist thereafter until, but only until, all accrued dividends on all Series A
Preferred Stock then outstanding shall have been paid to the end of the last
preceding quarterly dividend period. The provisions of this paragraph (C) shall
govern the election of Directors by holders of Series A Preferred Stock during any
default in preference dividends notwithstanding any provisions of these Articles
of Incorporation to the contrary.

(D) Except as set forth herein, holders of shares of Series A Preferred
Stock shall have no special voting rights and their consent shall not be required
(except to the extent they are entitled to vote with holders of shares of Common
Stock as set forth herein) for taking any corporate action.

Section 3. Certain Restrictions.

(A) Until all accrued and unpaid dividends and distributions, whether or
not declared, on outstanding shares of Series A Preferred Stock shall have been
paid in full, the Company shall not:

(1) Declare or pay dividends on, make any other distributions on,
or redeem or purchase or otherwise acquire for consideration any shares of junior
stock;

(if) Declare or pay dividends on or make any other distributions on
any shares of parity stock, except dividends paid ratably on shares of Series A
Preferred Stock and shares of all such parity stock on which dividends are payable
or in arrears in proportion to the total amounts to which the holders of such Series
A Preferred Stock and all such shares are then entitled;

(1i1) Redeem or purchase or otherwise acquire for consideration
shares of any junior stock, provided, however, that the Company may at any time
redeem, purchase or otherwise acquire shares of any such junior stock in exchange
for shares of any other junior stock;

(iv) Purchase or otherwise acquire for consideration any shares of
Series A Preferred Stock or any shares of parity stock, except in accordance with a
purchase offer made in writing or by publication (as determined by the Board of
Directors) to all holders of such shares upon such terms as the Board of Directors,
after consideration of the respective annual dividend rates and other relative rights
and preferences of the respective series and classes, shall determine in good faith
will result in fair and equitable treatment among the respective series or classes.
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(B) The Company shall not permit any subsidiary of the Company to
purchase or otherwise acquire for consideration any shares of stock of the
Company unless the Company could, under paragraph (A) of this Section 3,
purchase or otherwise acquire such shares at such time and in such manner.

Section 4. Reacquired Shares. Any shares of Series A Preferred Stock purchased
or otherwise acquired by the Company in any manner whatsoever shall be retired
and canceled promptly after the acquisition thereof. All such shares shall, upon
their cancellation, become authorized but unissued Preferred Stock and may be
reissued as part of a new series of Preferred Stock subject to the conditions and
restrictions on issuance set forth in the Articles of Incorporation of the Company
creating a series of Preferred Stock or any similar shares or as otherwise required
by law.

Section 5. Liquidation, Dissolution or Winding Up.

(A) Upon any voluntary or involuntary liquidation, dissolution or winding
up of the Company, no distributions shall be made (i) to the holders of shares of
junior stock unless the holders of Series A Preferred Stock shall have received,
subject to adjustment as hereinafter provided in paragraph (B), the greater of
either (a) $100.00 per share plus an amount equal to accrued and unpaid dividends
and distributions thereon, whether or not declared, to the date of such payment, or
(b) an amount per share equal to 100 times the aggregate per share amount to be
distributed to holders of shares of Common Stock or (ii) to the holders of shares
of parity stock, unless simultaneously therewith distributions are made ratably on
shares of Series A Preferred Stock and all other shares of such parity stock in
proportion to the total amounts to which the holders of shares of Series A
Preferred Stock are entitled under clause (i)(a) of this sentence and to which the
holders of shares of such parity stock are entitled, in each case, upon such
liquidation, dissolution or winding up.

(B) In the event the Company shall at any time after the Rights
Declaration Date (i) declare any dividend on outstanding shares of Common
Stock payable in shares of Common Stock, (ii) subdivide outstanding shares of
Common Stock, or (iii) combine outstanding shares of Common Stock into a
smaller number of shares, then in each such case, the aggregate amount to which
holders of Series A Preferred Stock were entitled immediately prior to such event
pursuant to clause (1)(b) of paragraph (A) of this Section 5 shall be adjusted by
multiplying such amount by a fraction, the numerator of which shall be the
number of shares of Common Stock that are outstanding immediately after such
event, and the/denominatorv of which shall be the number of shares of Common
Stock that were outstanding immediately prior to such event.

Section 6. Consolidation. Merger, etc. In case the Company shall enter into any
consolidation, merger, combination or other transaction in which the shares of
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Common Stock are exchanged for or converted into other stock or securities, cash
and/or any other property, then in any such case, shares of Series A Preferred
Stock shall at the same time be similarly exchanged for or converted into an
amount per share (subject to the provision for adjustment hereinafter set forth)
equal to the aggregate amount of stock, securities, cash and/or any other property
(payable in kind), as the case may be, into which or for which each share of
Common Stock is converted or exchanged. In the event the Company shall at any
time after the Rights Declaration Date (i) declare any dividend on outstanding
shares of Common Stock payable in shares of Common Stock, (ii) subdivide
outstanding shares of Common Stock, or (iii) combine outstanding shares of
Common Stock into a smaller number of shares, then in each such case, the
amount set forth in the immediately preceding sentence with respect to the
exchange or conversion of shares of Series A Preferred Stock shall be adjusted by
multiplying such amount by a fraction, the numerator of which shall be the
number of shares of Common Stock that are outstanding immediately after such
event, and the denominator of which shall be the number of shares of Common
Stock that were outstanding immediately prior to such event.

Section 7. Redemgtion. The shares of Series A Preferred Stock shall not be
redeemable.

Section 8. Ranking. The shares of Series A Preferred Stock shall rank junior to
all other series of the Preferred Stock and to any other class of preferred stock that
hereafter may be issued by the Company as to the payment of dividends and the
distribution of assets, unless the terms of any such series or class shall provide
otherwise.

Section 9. Amendment. These Restated Articles of Incorporation shall not
hereafter be amended, either directly or indirectly, or through merger or
consolidation with another corporation, in any manner that would alter or change
the powers, preferences or special rights of the Series A Preferred Stock so as to
affect them adversely without the affirmative vote of the holders of at least a
majority of the outstanding shares of Series A Preferred Stock, voting separately
as a class.

Section 10. Fractional Shares. The Series A Preferred Stock may be issued in
fractions of a share, which fractions shall entitle the holder, in proportion to such
holder’s fractional shares, to exercise voting rights, receive dividends, participate
in distributions, and to have the benefit of all other rights of holders of Series A
Preferred Stock.

Section 11. Certain Definitions. As used herein with respect to the Series A
Preferred Stock, the following terms shall have the following meanings:

(A) The term “junior stock™ (i) as used in Section 3, shall mean the
Common Stock and any other class or series of capital stock of the Company
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hereafter authorized or issued over which the Series A Preferred Stock has
preference or priorty as to the payment of dividends, and (ii) as used in Section 5,
shall mean the Common Stock and any other class or series of capital stock of the
Company over which the Series A Preferred Stock has preference or priority in
the distribution of assets on any liquidation, dissolution or winding up of the
Company.

(B) The term “parity stock” (1) as used in Section 3, shall mean any class
or series of stock of the Company hereafter authorized or issued ranking pari
passu with the Series A Preferred Stock as to dividends, and (ii) as used in Section
5, shall mean any class or series of stock of the Company ranking pari passu with
the Series A Preferred Stock in the distribution of assets on any liquidation,
dissolution or winding up.”

The undersigned hereby certifies that the Amended and Restated Articles of
Incorporation correctly set forth the corresponding Articles of Incorporation as
amended and that these Amended and Restated Articles of Incorporation
supersede the original Articles of Incorporation and any amendments and
corrections thereto. '

LG&E Energy Corp.

John R, McCall, Executive Vice President,
Secretary and General Counsel
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To the Secretary of Commonwealth of the Commonwealth of amfReckmpt $50.60

Pursuant to the provisions of Sections 271B.11-010 g;F ?eoJ;Ac"d
the Kentucky Business Corporation Act, and the Agreement and Plan
of Merger dated as of February 27, 2000 (the “Plan of Merger”) by
and among Powergen plc, a United Kingdom lic limited company
(“Powergen”}, LG&E (as defined beliow), and certain wholly owned
subsidiaries of Powergen, the undersigned entities have adopted
these Articles of Merger as follows:

1. The constituent business entities which are to merge are:

(a) Powergen Acquisizion Corp., & Kentucky corporation
("Powerger Acquisition®), and

{b) LG4E Energy Corp., & Kentucky corporavion ("LG&E").
2. The Plan of Merger is as folliows:

{a) The ronstituent business entities nat are parties
to tne merger are Powergen Acquisition and LG&E.
The name of the surviving business entity is LG&E
Energy Corp. (the ®Surviving Corporation”).

{b) The manner and basis of converting the shares of
Powergen Acquisition to shares of the Surviving
Corporation are as follows:

Each Share of LG&E Common Stock, including the
associated right to purchase one one-hundredth of a
share of LGGE’s Series A Preferred stock, without
par -value, or in certain circumstances, Common
Stock or to receive other securities (each a
*Right” and together with the Common Stock, a
“Share”) which is issued and outstanding
immediately before the merger {other than Shares
owned by shareholders who have perfected dissenters
rights), shall, by virtue of the merger and without
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any action on the part of the holder thereof, 'e
converted into the right to receive $24.85 in cas..

Each share of Common Stock in Powergen Acquisition
which is issued and outstanding immediately before
the merger, shall, by virtue of the merger and
without any action on the part of the holder
thereof, be converted into one share of Common
Stock in the Surviving Corporation.

{c) The Articles of Incorperation of LGEE, as in effect
impediately prior to the effective date of the
merger, shall continue in full force and effect as
the Articles of Incorporation of the Surviving
Corporation and shall not be changed or amanded by
the merger, except that Article Fourth of the
mécﬁs shall be amended tc read in its entirety
as follows:

“The aggregate number of shares that the

Cﬂ‘ﬂv

shall have the authority tc issue is one
thousand (1,000)

shares of common stock without par value.”

(d) The Surviving Corporation reserves the right and
power, after the effective date of the merger, to
alter, amend, change, or repea. any of the
provisions contained in its Articles of
Incorporation in the manner now or hereafter
prescribed 3 statute, and all rights co~ferred on
officers, rectors or shareholders herein are
subject to this raservation.

(e) The By-Laws of Powergen Acquisition, as such By-
Laws exist on the effective date of the merger,
shall remain and be the By-lLaws of the Surviving
Corporation until altered, amended, or repealed, or
until new By-Laws are adopted in accordance with
the provisions thereof, the Ariicles of
Incorporation and applicable law.

(f) On the effective date of the merger, the separate
existence of Powergen Acquisition shall cease
(except to the extent continued by statute), and
all of its property, rights, privileges, and
franchises, of whatsocever nature and description,
shall be vested in the Surviving Corporation,
without further act or deed. Confirmatory deeds,
assignments, or other like instruments, when deemed
desirable by the Surviving Corporation to evidence
such vesting of any property, right, privilege, or
franchise, shall at any time, or from time to time,
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be made and delivered in the name of Powergen

Acquisition by the last acting officers thereof, or

by the corresponding officers of the Surviving
~ Corporation.

3. The Surviving Corporation is LGEE Energy Corp.

4. The Surviving Corporation will promptly pay to the
dissenting shareholders of LG&E any amount to which they are
entitled under Sections 271B.13-010 through 271B.13-310 of the
provisions of the General and Business Corporation Act of Kentucky
with respect to their rights as dissenting shareholders.

5. The Plan of Merger was duly authorized and approved by
both LGSE and Powergen Acquisition in accordance with the laws of
the Commonwealth of Kentucky as follows:

(a) The Plan of Merger was duly adopted and recommended
by the Board of Directors of Powergen Acquisition
on December 2, 2000 in the manner and by the vote
required by the laws of the Commonwealth of
Kentucky.

{b) The Plan of Merger was duly adopted and recommended
by the Board of Directors of LGSE on February 26,
2000 . the manner and by the vote required by the
laws of the Coumonwealth of Kentucky.

{c) Powergen Acquisition has 1,000 shares of common,
voting stock issued, outstanding and eatitled to
vote on the Plan of Merger. The Plan of Merger was
unanimously approved by the sole shareholder of
Powergen Acquisition on December 2, 2000, in the
manner required, by the laws of the Commonwealth of
Kentucky, and such vote was sufficient for
approval.

(d) The hoiders of LG4E common stock approved the Plan
of Merger at the annual meeting of shareholders
held June 7, 2000. LG&E had 129,677,030 shares of
common, voting stock issued, and outstanding and
entitled to vote on the Plan of Merger. 85,066,839
shares voted in favor of the Plan of Merger and
8,118,348 shares voted against the Plan of Merger.
The number of shares voted in favor of the Plan of
Merger is sufficient to




the Plan of Merger as required by the laws
of the Commonwealth of Kentucky.

IN WITHESS WHEREY, these Articles of Merger are exscuted by
each constituent business entity.

ACQUISITION CORP.

Davip 3 Jacuacs
Bame:

®:( oppany Secrelary and Comsef

1058 BNENGT CORP.

ay=_./7“"#""‘*

Roger W. Hale
Chairman & Chief Fxecutiva
Officer

This Instrument Prepared by:

Ogden Rewsll & WeXch, PLLC
1700 Citizens Plaza

500 West Jefferson Street
Louisville, Kentucky 40202
{502) 582-1601
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ARTICLES OF AMENDMENT
T0 - & 8
ARTICLES OF INCORPORATION o =2z2%g.,
OF @ = g u g 3 3
LGAE ENERGY CORP. m -7 rud
& A Qo
M Il
_ 3 TS 8
Pursuant 1o the provisions of KRS 2718.10.030 and KRS 27181 gwibE, & &
Articles of Amendment to the Anicles of Incorporation of LGRE Encrgy Qi a v &
corporation (the “Corporation ™). are heeds adopted: 23 UL N 3 1
e
FIRST: The name of the (Corposation b LGRE Loergy Comp.
SECOND:  The text of the amendment o Article Foutth of the Corpotation’s Articles
of Incorporation is as follows:

“FOURTH. The wial number of sharer which the Comporation ix
authonzed 10 ssue is 1.000 comenon shares without par value, The
commuon shares shall have onc vote per share. shal] have all voting
power of the Corporation. shall be entitiod to toceive the et asets
of the Comporation upon dissoiution. and shall be without
distinction as to powers, proforences and rights,”

The text of the amenidment to Article Eighth of the Comporation’s Anticles

of Incorporation is as follows;

THIRD:

FOURTH:

“EIGHTH. All corporute powers shall be exercised by or under
the authority of. and the business and affairs of the Corporation
managed under the direction of. its Board of Directors. The
number of directors shall he fixed by resolution of the Baard of
Directors from time to time.

The Board of Directors of the Corporation, to the extent not
prohibited by law. shall have the power to cause the Corporation to
repurchase its own shares and shall have the power to make
distributions, from time to time. to the Corporation’s sharcholder.”

The above designated amendments do not provide for an exchange.
reclassification or cancellation of issued shates of stock of the
Corporation

The designated amendments were adopied by the Corporation’s
Board of directors on May 1. 2001. and submitted for approval by
the Corporation’s sole shareholder. The sol: sha-~hrIder adopted
the designated amendments by written consemt « Vay 1. 2001,
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July 19, 2001
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FRERE RN S

Jobs Y. Brown 111 |
Secretary of Stute ;
P.O, Box 718
Frankfort, Kemucky 40602-0718
Altn: Ms. Gail Hance A

RE: LG&E Eoergy Corp.

Dear Gayle:

Enclased for filing is one (1) origina) and two (2) conformed capics of Afticies of Amondment 1o
Articles. of Incorporation for the referenced entity. | have also enclosed & check paysble o the

Kentucky State Treasurer in the amount of $40.00 for t filing foe. Per your request, § have
inserted:Joln McCall’s title as Executive Vice Presidemt of LG&E Energy Corp. s

Please retumn 4 file-stamped copy of the Amendment 1o my attention in the self sddress stamped
envelope provided. Wo appreciate your assistance with this matter. If you have sny questions or
comments, picase callt me:at (502)627-3773.

nogden'merngy corpin2—ky sos re smendnent doc







BY-LAWS
OF
POWERGEN ACQUISITION CORP.
(the “Corporation™)
SECTION 1
OFFICES
1.1_. The principal office of the Corporation shall be located at the principal
place of business or such other place as the Board of Directors (“Board”) may designate.
The Corporation may have other offices, either within or without the Commonwealth of
Kentucky, as the Board designates or as the business of the Corporation requires.
SECTION 2
SHAREHOLDERS
2.1.  Annual Meeting. The annual meeting of the shareholders shall be held in
the fourth quarter of each year for the purpose of electing directors and transacting other
business as may properly come before the meeting. If the day fixed for the annual
meeting is a legal holiday at the place of the meeting or falls on a Saturday or Sunday, the
meeting shall be held on the next succeeding business day. If the annual meeting is not
held on such date, the meeting shall be held on the next succeeding business day. If the
annual meeting 1s not held on such date, the Board shall cause the meeting to be held as

soon thereafter as is convenient.
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2.2.  Special Meetings. The Chairman of the Board, if any, the President, the

Board or the holders of not less than one-fifth (1/5) of all the outstanding shares of the
Corporation entitled to vote at the meeting may call special meeting of the shareholders.

2.3 Place of Meeting. All meetings shall be held at the principal office of the
Corporation or at such other plaée within or without the Commonwealth of Kentucky
designated by the Board, by any persons entitled to call a meeting hereunder or by a
waiver of notice signed by all of the shareholders entitled to vote at the meeting.

2.4. Notice of Meeting. The Chairman of the Board, the President, the
Secretary, the Board or the shareholders calling a meeting of the shareholders as provided
for herein shall cause to be delivered to each shareholder entitled to notice of, or to vote
at, the meeting either personally or by mail, not less than ten (10) nor more than fifty (50)
days before the meeting, written notice stating the place, day and hour of the meeting and,
in the case of a special meeting, the purpose or purpdses for which the meeting is called.
At any time, upon written request of the holders of not less than one-fifth (1/5) of all the
outstanding shares of the Corporation entitled to vote at the meeting, the Secretary shall
give notice of a special meeting of shareholders to be held on such date and at such place
and time as the Secretary may fix, not lress than ten (10) nor more than thirty-five (35)
days after the receipt of said request, and if the Secretary neglects or refuses to 1ssue such
notice, the person making the request may do so and fix the date for such meeting. If

such notice is mailed, it shall be deemed delivered when deposited in the United States

mail properly addressed and postage prepaid to the shareholder at the shareholder’s
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address as it appears on the stock transfer books of the C drporation. If the notice is
telefaxed, it shall be deemed delivered when transmitted to the applicable number
supplied by the shareholder and an appropriate mechanical or voice confirmation is
received. If the notice is given in any other manner, it shall be deemed delivered on the
date of receipt.

2.5 Waiver of Notice. Whenever any notice is required to be given to any

shareholder under the provisions of these By-Laws, the Articles of Incorporation or the
Kentucky Business Corporation Act, a waiver thereof in writing, signed by the person or
persons entitled to such notice, whether before or after the time stated therein, shall be
deemed equivalent to the giving of such notice.

2.6 Fixing of Record Date for Determining Shareholders. For the purpose of

determining shareholders entitled to notice of, or to vote at, any meeting of shareholders or
any adjournment thereof, or shareholders entitled to receive payment of any dividend, or in
order to make a determination of shareholders for any other proper purpose, the Board may
fix in advance a date as the record date for any such determination. Such record date shall
be not more than fifty (50) days, and in case of a meeting of shareholders, not less than ten
(10) days prior to the date on which the particular action requiring such determination is to
be taken. If no record date is fixed for the determination of shareholders entitled to vote at
a meeting or to receive payment of a dividend, the date and hour on which the notice of

meeting is mailed or on which the resolution of the Board declaring such dividend is
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adopted, as the case may be, shall be the record date and tir;le for such determination. Such
determination shall apply to any adjournment of the meeting.

2.7 Voting Record. At least ten (10) days before each meeting of shareholders,
a complete record of the shareholders entitled to vote at such meeting, or any adjournment
thereof, shall be made, arranged in alphabetical order, with the address of and number of
shares held by each shareholder. This record shall be kept on file at the principal office of
the Corporation for ten (10) days prior to such meeting and shall be kept open at such
meeting for the inspection of any shareholder.

2.8 Quorum. A majority of the outstanding shares of the Corporation entitled to
vote, represented in person or by proxy, shail constitute a quorum at a meeting of the
shareholders. If less than a majority of the outstanding shares entitled to vote are represented
at a meeting, a majority of the shares so represented may adjourn the meeting from time to
time without further notice. If a quorum is present or represented at a reconvened meeting
following such adjournment, any business may be transacted that might have been transacted
at the meeting as originally called. The shareholders present at a duly organized meeting
may continue to transact business until adjournment, notwithstanding the withdrawal of
enough shareholders to leave less than a quorum.

2.9 Manner of Acting. Ifa quorum is present, the affirmative vote of the majority

of the shares represented at the meeting and entitled to vote on the subject matter shall be the
act of the shareholders, unless the vote of a greater number is required by these By-Laws, the

Articles of Incorporation or the Kentucky Business Corporation Act.
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2.10  Proxies. A shareholder may vote by a proxy executed in wnting by the

shareholder or by such shareholder’s attomey-in-fact. Such proxy shall be filed with the
Secretary of the Corporation before or at the time of the meeting. A proxy is valid for eleven
(11) months after the date of its execution, unless otherwise provided in the proxy, provided
that, in no event, shall a proxy, unless coupled with an interest, be voted more than three (3)
years from the date of its execution. A proxy with respect to a specified meeting shall entitle
the holder thereof to vote at any reconvened meeting following adjournment of such meeting
but shall not be valid after the final adjournment thereof.

2.11  Voting of Shares. Each outstanding share shall be entitled to one (1) vote on
each matter voted on at a shareholders’ meeting.

2.12  Voting for Directors. Each shareholder entitled to vote at an election of

Directors may vote, in person or by proxy, the number of shares owned by such shareholder
for as many persons as there are Directors to be elected and for whose election such
shareholder has a night to vote, or each such sharehoider may cumulate votes by distributing
among one (1) or more candidates as many votes as are equal to the number of such
Directors multiplied by the number of shares to be voted. |

2.13  Actionby Shareholders Without a Meeting. Any action which could be taken

at a meeting of the shareholders may be taken without a meeting if a written consent setting
forth the action so taken is signed by all shareholders entitied to vote with respect to the
subject matter thereof. Any such consent shall be inserted in the minute book as if it were

the minutes of a meeting of the shareholders.
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SECTION 3
BOARD OF DIRECTORS

3.1 General Powers. All corporate powers shall be exercised by or under the

authority of, and the business and affairs of the Corporation shall be managed under the
direction of, the Board, except as may be otherwise provided in these By-Laws, the Articles
of Incorporation or the Kentucky Business Corporation Act.

3.2 Number and Tenure. The Board shall be composed of such number of

Directors as shall be set by resolution of the Board. The number of Directors may be
changed from time to time by resolution of the Board of Directors or by amendment to these
By-Laws, but no decrease in the number of Directors shall have the effect of shortening the
term of any incumbent Director. Unless a Director dies, resigns or is removed, he shall hold
office until the next annual‘meeting of shareholders or until a successor is elected, whichever
is later. Directors need not be shareholders of the Corporation or residents of the
Commonwealth of Kentucky.

3.3  Annual and Regular Meetings. An annual Board meeting shall be held

without notice immediately arter, and at the same place as, the annual meeting of
shareholders. By resolution the Board, or any committee thereof, may specify the time and
place either within or without the Commonwealth of Kentucky for holding regular meetings

thereof without other notice than such resolution.

3.4  Special Meetings. Special meetings of the Board, or any committee of the

_ Board, may be called by, or at the request, of the Chairman of the Board, the President, the
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Secretary or, in the case of special board meetings, Directo-r and, in the case of any special
meeting of any committee appointed by the Board, by the Chairman thereof. The person or
persons authorized to call special meetings may fix any place either within or without the
Commonwealth of Kentucky as the place for holding any special Board or committee
meeting called by them.

3.5 Meetings by Telephone. Members of the Board, or any committee designated
by the Boa_trd, may participate in a Board or committee meeting by a conference telephone
or similar communications equipment by which all persons participating in the meeting can
hear each other at the same time. Participation by such means shall constitute presence in
person at a meeting.

3.6  Notice of Special Meetings. Notice of a special Board or committee meeting

stating the place, day and hour of the meeting shall be given to a Director in writing, or orally
by telephone or in person. Neither the business to be transacted at, nor the purpose of, any
special meeting need be specified in the notice of such meeting.

3.6.1 Personal Delivery. If delivery is by personal service, the notice shall

be effective if delivered at least two (2) days before the meeting.

3.6.2 Delivery by Mail. If notice is delivered by mail, the notice shall be

deemed effective if deposited in the official government mail, properly addressed to a
Director at the address shown on the records of the Corporation with postage prepaid, at least

five (5) days before the meeting.
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3.6.3 Delivery by Telegraph. Ifnotice is delivered by telegraph, the notice

shall be deemed effective if the content thereof is delivered to the telegraph company for
delivery to a Director at the address shown on the records of the Corporation at least three
(3) days before the meeting.

3.6.4 Oral Notice. If notice is delivered orally, by telephone or in person,
the notice shall be deemed effective if personally given to the Director at least two (2) days
before the meeting.

3.7 Waiver of Notice.

3.7.1 In Writing. Whenever a notice is required to be given to a Director
under the provisions of these By-Laws, the Articles of Incorporation or the Kentucky
Business Corporation Act, a written waiver thereof, signed by the person or persons entitled
to such notice, before or after the time stated therein, shall be deemed equivalent to the
giving of such notice. Neither the business to be transacted at, nor the purpose of, any
regular or special meeting of the Board or any committee thereof need be specified in the
waiver of notice of such meeting.

3.7.2 By Attendance. The attendance of a Director at a Board or committee
meeting shall constitute a waiver of notice of such meeting, except where a Director attends
ameeting ror the express purpose of objecting to the transaction of any business because the
meeting is not lawfully called or convened, and so objects at the beginning of the meeting.

3.8 Quorum. A majority of the number of Directors in office shall constitute a

quorum for the transaction of business at any Board meeting but, if less than a majority is
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present at a meeting, a majority of the Directors present may adjourn the meeting from time
to time without further notice.

3.9 Mannerof Acting. The act of the majority of the Directors present at a Board
meeting at which there is a quorum shall be the act of the Board, unless the vote of a greater
number is required by these By-Laws, the Articles of Incorporation or the Kentucky Business
Corporation Act.

3.10 Presumption of Assent. A Director of the Corporation present ata Board or
committee meeting at which action on any corporate matter is taken shall be presumed to
have assented to the action taken unless his or her dissent is entered in the minutes of the
meeting, or unless such Director files a written d'ssent to such action with the person acting
as the secretary of the meeting before the adjournment thereof, or forwards such dissent by
registered mail to the Secretary of the Corporation immediately after the adjournment of the
meeting. A Director who voted in favor of such action may not dissent.

3.11  Action by Board or Committees Without a Meeting. Any action which may
be taken at a Board or committee meeting may be taken without a meeting if a written
consent setting forth the action so taken is signed by each of the Directors or by each
committee member. Any such written consent shall be inserted in the minute book as 1f it
were the minutes of a Board or a committee meeting.

3.12 Resignation. Any Director may resign at any time by delivering written

notice to the Chairman of the Board, the President, the Secretary of the Board, or to the

registered office of the Corporation, or by giving oral notice at a Directors’ or shareholders’
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meeting. Any such resignation takes effect at the time specified, or if the time is not
specified, upon delivery thereof and, unless otherwise specified, the acceptance of such
resignation shall not be necessary to make it effective.

3.13  Removal. Atameeting of shareholders called expressly for that purpose, one
(1) or more members of the Board (including the entire Board) may be removed, with or
without cause, by a vote of the holders of the majority of the shares then entitled to vote on
the election of Directors. If less than the entire Board is to be removed, no Director may be
removed if-‘ the votes cast against removal would be sufficient to elect such Director if then
cumulatively voted at an election of the entire Board.

3.14 Vacancies. Any vacancy occuiring on the Board may be filled by the
affirmative vote of a majority of the remaining Directors though less than a quorum of the
Board. A Director elected to fill a vacancy shall be elected for the unexpired term of his
predecessor in office. Any directorship to be filled by reason of an increase in the number
of Directors may be filled by the Board for a term of office continuing only until the next
election of Directors by the shareholders.

3.15 Executive and Other Committees.

3.15.1 Creation of Committees. The Board, by resolution adopted by a

majority of the number of Directors fixed by or in the manner provided in these By-Laws,
may appoint standing or temporary committees, including an Executive Committee, from its

own number and vest such committees with such powers as it may see fit, subject to such
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conditions as may be prescribed by the Board, these By-Laws, the Articles of Incorporation

and applicable law.

3.15.2 Authority of Committees. Each committee has and may exercise all

of'the authority of the Board to the extent provided in the resolution of the Board appointing
the committee, except that no such committee has the authority to: (a) authorize distributions,
except at a rate or in periodic amount determined by the Board; (b) approve or recommend
to shareholders actions or proposals required by the Kentucky Business Corporation Act to
be approv-ed by shareholders; (c) fill vacancies on the Board or any committee thereof; (d)
amend these By-Laws; () fix compensation of any Director for serving on the Board or on
any committee; (f) approve a plan of merger, consolidation or exchange of shares not
requiring shareholder approval; or (g) appoint other committees of the Board or the members

thereof.

3.15.3 Quorum and Manner of Acting. A majority of the number of

Directors composing any committee of the Board, as established and fixed by resolution of
the Board, shall constitute a quorum for the transaction of business at any meeting of such
committee but, if less than a majority are present at a meeting, a majonty of such Directors
present may adjourn the meeting from time to time without further notice. The act of a
majority of the members of a committee present at a meeting at which a quorum is present
shall be the act of the committee.

3.15.4 Minutes of the Meetings. All committees so appointed shall keep

regular minutes of their meetings and have them recorded in books kept for that purpose.
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3.15.5 Resignation. Any member of any committee may resign at any time
by delivering written notice thereof to the Chairmar. of the Board, the President, the
Secretary, the Board, the Chairman of such committee, or by giving oral notice at any
meeting of such committee. Any such resignation shall take effect at the time specified, or
if the time is not specified, upon delivery thereof and, unless\ otherwise specified the
acceptance of such resignation shall not be necessary to make it effective.

3.15.6 Removal. The Board may remove any member of any committee
elected or appointed by it, but only by the affirmative vote of a majority of the Directors.

3.16 Compensation. By Board resolution, Directors and committee members may
be paid their expenses, if any, of attendance at each Board or committee meeting, a fixed sum
for attendance at each Board or committee meeting, a stated salary as Director or committee
member, or a combination of the foregoing. No such payment precludes any Director or
committee member from serving the Corporation in any other capacity and receiving
compensation therefor.

3.17 Chairman of the Board. If elected, the Chairman of the Board shall perform
such duties as are assigned by the Board from time to time and shall preside over meetings

of the Board and shareholders unless another officer is appointed or designated by the Board

as Chairman of such meeting.
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SECTION 4
OFFICERS

4.1  Number. The officers of the Corporation shall be a President, a Secretary and

a Treasurer each of whom shall be elected by the Board. One or more Vice Presidents and
such other officers and assistant officers may be elected or appointed by the Board, such
officers and assistant officers to hold office for such period, have such authority, and perform
such duties_ as are provided in these By-Laws or as may be provided by Board resolution.
Any officer may be assigned by the Board any additional title that the Board deems
apprdpriate. The Board may delegate to any officer or agent the power to appoint any such
subordinate officers or agents and to prescribe thzir respective terms of office, authority and
duties. Any two (2) or more offices may be held by the same person, including the offices
of President and Secretary.

42  Election and Term of Office. The officers of the Corporation shall be elected

annually at the Board meeting held after the annual meeting of the shareholders. If the
election of officers is not held at such meeting, such election shall be held as soon as a Board
meeting conveniently may be held. Unless an officer dies, resigns, or is removed from
office, he shall hold office until the next annual meeting of the Board or until a successor is
elected.

43  Resignation. Any officer may resign by delivering written notice to the
Chairman of the Board, the President, the Secretary or the Board, or by giving oral notice at

any meeting of the Board. Any such resignation takes effect at the time specified, or if the
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time 1s not speciﬁed,. upon delivery thereof and, unless otherwise specified, the acceptance
of such resignation is not necessary to make it effective.

4.4  Removal. Any officer or agent may be removed by the Board whenever, in
its judgment, the best interests of the Corporation would be served thereby, but such removal
shall be without prejudice to the contract rights, if any, of the person so removed. Election
or appointment of an officer or agent shall not of itself create contract rights.

4.5  Vacancies. A vacancy in any office because of death, resignation, removal,
disqualification, creation of a new office or any other cause may be filled by the Board for
the unexpired portion of the term or for a new term established by the Board.

4.6  President. The President is the chief executive officer of the Corporation
(unless another officer is so designated by the Board), shall preside over meetings of the
Board and shareholders in the absence of a Chairman of the Board, and, subject to the
Board’s control, shall supervise and control all of the assets, business and affairs of the
Corporation, sign deeds, mortgages, bonds, contracts or other instruments, except when the
signing and execution thereof have been expressly delegated by the Board or by these
By-Laws to some other officer or agent of the Corporation or are required by law to be
otherwise signed or executed by some other officer or in some other manner. The President
shall perform all duties incident to the office of the President and such other duties as are
prescribed by the Board from time to time.

4.7 Vice President. In the event of the death, or inability to act, the President, the

Vice President (or if there is more than one Vice President), the Vice President who was
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designated by the Board as successor to the President -(or if no Vice President is so
designated the Vice President first elected to such office) shall perform the duties of the
President, except as may be limited by resolution of the board, with all the powers of and
subject to all the restrictions upon the President. Any Vice President may sign, with the
Secretary or Assistant Secretary, certificates for shares of the Corporation. Vice Presidents
have, to the extent authorized by the President or the Board, the same powers as the President
to sign deeds, mortgages, bonds, contracts or other instruments. Vice Presidents shall
perform such other dutiesvas from time to time may be assigned to them by the President or
the Board.

4.8 Secretary. The Secretary shall: (a) keep the minutes of meetings of the
shareholders and the Board in one or more books provided for that purpose; (b) see that all
notices are duly given in accordance with the provisions of these By-Laws or as required by
law; (c) be custodian of the corporate records and seal (if any) of the Corporation; (d) keep
registers of the post office address of each shareholder and Director; (¢) sign, with the
President or a Vice President, certificates for shares of the Corporation; (f) have general
charge of the stock transfer books of the Corporation; (g) sign with the President or other
officer authorized by the President or the Board, deeds, mortgages, bonds, contracts or other
instruments; and (h) in general perform all duties incident to the office of Secretary and such

other duties as from time to time may be assigned by the President or by the Board. In the

absence of the Secretary, an Assistant Secretary may perform the duties of the Secretary.

NY125.4; 48114.2 -15-




49  Treasurer. Ifrequired by the Board, the Treasurer shall give a bond for the
faithful discharge of duties in such amount and with such surety or sureties as the Board shall
determine. The Treasurer: (a) has charge and custody of and is responsible for all funds and
securities of the Corporation; (b) receives and gives receipts for moneys due and payable to
the Corporation; (c) deposits all such moneys in the name of the Corporation in banks or
other depositories selected in accordance with these By-Laws; and (d) in general performs
all of the duties incident to the office of Treasurer and such other duties as may be assigned
by the President or by the Board. In the absence of the Treasurer, an Assistant Treasurer may
perform the duties of the Treasurer.

4.10  Salanies. The salaries of the officers shall be fixed from time to time by the
Board or by any person or persons to whom the Board has delegated such authority. No

officer shall be prevented from receiving such salary by reason of also being a Director of
the Corporation.
SECTION 5
CONTRACTS, LOANS, CHECKS AND DEPOSITS
5.1 Contracts. The Board may authorize any officer or officers, or agent or
agents, to enter into contracts or execute and deliver any instrument in the name of and on
behalf of the Corporation. Such authonty may be general or limited to specific instances.

52 Loans to the Corporation. No loans shall be contracted on behalf of the

Corporation and no evidences of indebtedness shall be 1ssued in its name unless authonzed

by aresolution of the Board. Such authority may be general or limited to specific instances.
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5.3 Loans to Directors. The Corporation may not lend money to, or guarantee the
obligation of, a Director, unless approved by the holders of a majority of the votes
represented by the outstanding shares of all classes entitled to vote thereon, excluding the
votes of the benefitted Director, or the Board determines that the loan or guarantee benefits
the Corporation and either approves the specific loan or guarantee or a general plan
authorizing loans and guarantees.

5.4  Checks, Drafts, Etc. All checks, drafts or other orders for the payment of

money, notes or other evidences of indebtedness issued in the name of the Corporation shall
be signed by such officer(s) or agent(s) of the Corporation and in such manner as is from
time to time determined by resolution of the Board.

5.5  Deposits. All funds of the Corporation not otherwise employed shall be
deposited from time to time to the credit of the Corporation in such banks or other
depositories as the Board may select.

SECTION 6
CERTIFICATES FOR SHARES AND THEIR TRANSFER

6.1 Issuance of Shares. No shares of the Corporation shall be issued unless
authorized by the Board, which authorization shall include the maximum number of shares
to be issued and the consideration to be received for each share.

6.2  Certificates for Shares. Certificates representing shares of the Corporation

shall be signed by the President or a Vice President, and by the Secretary or an Assistant

Secretary and shall include on their face written notice of any restrictions which may be
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imposed on the transferability of such shares. All certificates shall be consecutively

numbered or otherwise identified.

6.3  Stock Records. The stock transfer books shall be kept at the registered office,
the principal place of business of the Corporation, or at the office of the Corporation’s
transfer agent or registrar. The name and address of each person to whom certificates for
shares are issued, together with the class, number of shares represented by such certificate,

and the date of issue thereof, shall be entered on the stock transfer records of the

Corporation. The person in whose name shares stand on the books of the Corporation shall
be deemed by the Corporation to be the owner thereof for all purposes.

6.4  Restriction on Transfer. Except to the extent the Corporation has obtained -
an opinion of counsel acceptable to the Corporation that transfer restrictions are not required
under applicable securities laws, or has otherwise satisfied itself that such transferrestrictions
are not required, all certificates representing shares of the Corporation shall bear a legend on
the face or reverse of the certificate which reads substantially as follows:

The securities evidenced by this certificate have not been
registered under the Securities Act of 1933 or any
applicable state law, and no interest therein may be sold,
distributed, assigned, offered, pledged or otherwise
transferred unless (a) there is an effective registration
statement under such Act and applicable state securties
laws covering any such transaction involving said securities
or (b) this Corporation receives an opinion of legal counsel
for the holder of these securities (concurred in by legal
counsel for this Corporation) stating that such transaction is
exempt from registration or this Corporation otherwise
satisfies itself that such transaction 1s exempt from
registration. Neither the offering of the secunties nor any
offering materials have been reviewed by any administrator
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under the Securities Act of 1933, or any applicable state
law.

6.5  Transfer of Shares. The transfer of shares of the Corporation shall be made

only on the stock transfer books of the Corporation pursuant to authonzation or document
of transfer made by the holder of record thereof or by such holder’s legal representative, who
shall furnish proper evidence of authority to transfer, or by such holder’s attomey-in-fact
authorized by power of attorney duly executed and filed with the Secretary of the
Corporation. All certificates surrendered to the Corporaticn for transfer shall be canceled.
No new certificate shall be issued until the former certificates for a like number of shares

shall have been canceled.

6.6  Lostor Destroyed Certificates. In the case of a lost, destroyed or mutilated

certificate, a new certificate may be issued therefor upon such terms and indemnity to the
Corporation as the Board may prescribe.
SECTION 7
BOOKS AND RECORDS
The Corporation shall keep correct and complete books and records of account,
stock transfer books, minutes of the proceedings of its shareholders and Board and such

other records as may be necessary or advisable.
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SECTION 8
ACCOUNTING YEAR
The accounting year of the Corporation shall be the calendar year. Provided,
however, that if a different accounting year is selected for purposes of federal income
taxes, the accounting year shall be the year so selected.
SECTION 9
SEAL
Th;a Board of Directors may provide for a corporate seal, which shall consist of
the name of the Corporation, the year of its incorporation and such other information as is
deemed appiopriate.
SECTION 10
INDEMNIFICATION
To the full extent permitted by the Kentucky Business Corporation Act, the
Corporation shall indemnify any person made, or threatened to be made, a party to any
proceeding (whether brought by or in the right of the Corporation or otherwise) by reason
of the fact that such person is or was a Director or officer of the Corporation, or 1s or was
serving at the request of the Corporation as a Director or officer of another corporation,
against jucgments, penalties, fines, settlementsand reasonableexpenses(includingattorneys’
fees) actually incurred in connection with such proceeding; and the Board may, at any time,

approve indemnification of any other person which the Corporation has the power to

indemnify under the Kentucky Business Corporation Act. This indemnification shall not be
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deemed exclusive of any other rights to which a person may be entitled as a matter of law
or by contract or by vote of the Board or the shareholders. The Corporation may purchase
and maintain indemnification insurance for any person to the extent allowed by applicable
law. Any indemnification of a Director, including any payment or reimbursement of
expenses, shall be reported to the shareholders with the notice of the next meeting of
shareholders or prior thereto in a written report containing a brief description of the
proceedings involving the Director being indemnified and the nature and extent of such

indemniﬁ-cation.
SECTION 11
AMENDMENTS
These By-Laws may be amended or repealed and new By-Laws may be adopted
by the Board. The shareholders may also amend and repeal these By-Laws, or adopt new

By-Laws. All By-Laws made by the Board may be amended or repealed by the

shareholders.
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