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Most Recent FERC Audit Report

Current Annual Statistical Report

Prospectus-Most Recent Offering Common Stock/Bonds
FERC Form 2

Annual Report to Shareholders (5 Years)

Most Recent SEC Form10-K, 10-Q, & 8-K and Subsequent
Work Papers - To be Filed Hard Copy and Computer Disks
Sch C-2.1 Worksheet with Monthly Test Year and Totals
CWIP in Prior Case

Latest Certificate of Valuation from Dept. of Taxation
Monthly Sales by Rate Sch Consistent with Sch C-2.1
Written Summary Explain Forecast Method for Test Year
System Maps for Service Territory

Explanation of Computation of Material & Supplies

Depr Expenses Related to Specific Plant Accounts

Federal Income Tax Information

Copy of all Advertisements Charged in the Test Year
Plant-In-Service from the Last Date Certain thru the Date
Certain in this Case

Depr Reserve Study Related to Sch. B-3

Revised Depr Accrual Rates

Breakdown of Depr Reserve from Last Date Certain thru the
Date Certain in this Case

Information on Projects that are 75% Complete

Fuel Stock Information

Surviving Dollars by Vintage Year
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DUKE ENERGY OHIO
Case Nos. 07-589-GA-AIR
Supplemental Information (C)(1)

The most recent federal regulatory agency’s (FERC, FCC) audit report.

Response: See Attached.

Sponsoring Witness: L. Gwen Pate
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SUPPLEMENTAL (C)(1)

FEDERAL ENERGY REGULATORY COMMISSION

WASHINGTON, D.C. 20426

R In Reply Refer To
| OCA-DE/HO
' Docket No. FA97-5-000

QEC 12 890
Cincinnati Gas & Electric Company
Attention: Mr. Jack P. Steffen
Controller
139 East Fourth Street
Cincinnati, OH 45202

Ladies and Gentlemen:

The Division of Electric and Hydropower Operations, Office of the Chief Accountant,
has completed the audit of Cincinnati Gas & Electric Company for the peried January 1, 1993,
through December 31, 1996, We discussed our audit resuits with you on August 27, 1997. The
enclosed audit report further explains our findings and recommendations.

We recommended that you record accounting entries and establish accounting procedures
to properly record accounting transactions related to income taxes and a sale of an operating unit
or system, Your December 10, 1997, letter stated that you 2greed with our recommendations.

Please notify the Chief Accounrant when you have completed the corrective actions.
Your response should state the action taken and the completion date. If you subsequently
disagree with our cenclusions, you may file a request for rehearing by the Commission under 18
C.F.R. § 385.713 within 30 days of the date of this order.

I approve and direct the corrective actions recommended in the report under 18 C.ER.
§ 385.713. This letter order constitute final agency action on the corrective actions approved and
directed in this report, The letter order is without prejudice ta the Commission's right to require
any later adjustments arising from additional information that may come to our attention,

Sincerely,

'“,2'5’ M 7{/ %
Bryan K. Craig, Actin

Director, Division of Electric
and Hydropower Qperations



FEDERAL ENERGY REGULATORY COMMISSION

Audit Period: January 1, 1993, through December 31, 1996

Audit of
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Findings, Recommendations, and Corrective Actions

1. Accounting for Income Taxes. . ... oo oot iin e n e e e 1

Cincinnati Gas & Electric Campany (CG&E) did not have adequate accounting
procedires to properly adjust ifs income tax accounts (o reflect the actual tax liability
included on the income tax retwims.

We recommend CG&E establish pracedures ta ensure that it adjusts the accruals for
current and deferred tax acconnts on a timely basis 1o reflect the actual income tax

Hability and record a correcting entry to reflect the 1991 through 1993 income taxes
on its boaks.

Utility Plant

2. Accounting for the Sale of Utility Plant . . ... .. ... ... .. ... .. ... ....... 2

CG&E did not have adequale accoimiing procedures fo properly account for the sale
of an aperating unit or system.

We recommend CG&E revise procedures fo ensure it records sales of operating unit

and system in Account 102 and submits in the future jonrnal entries to the Commission
far approval.

Form 1 Reparting

3. FERCForm L RepOrting . ... ...t e e ae e 4

CG&E did not properly report certain information in its 1996 FERC Form 1 in
compliance with the reporting instructions.

We recommend CG&E revise procedures to ensure it records the proper information
in fiture FERC Form 1s and file revised pages of the FERC Forni 1 within thirty days
of receipt of this letter.
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FKindings, Recommend:tions, and Corrective Actions

1. Accounfing for Incame Taxes

Synopsis

Cincinnati Gas & Electric Company (CG&E) did not have adequate accounting procedures
to adjust the accruals for current and deferred income tax accounts to reflect the actual tax
lisbility on the filed tax returns for 1991 through 1995.

This oceurred because CG&E restructured its corporate operations resulting in high
employee wrnover and greater workloads in the Tax Department. Moreover, CG&E did not
adjust its current and deferred income tax accounts because it could not readily determine how to
split the taxes between gas, efectric, utility, and nonutility.

As a result, it either understated (bracketed amounts) or overstated the current and deferred
income tax accounts recorded during December 31, 1991, through December 31, 1995 by:

1991 $16,283,059
1992 456,741
1993 2, 850,055
1994 (2,199,369)
1995 (4,415,062)

Recommendations

We recommend CG&FE:

(1}  Establish procedures to ensure it adjusts the accruals for current and deferred
Income tax accounts on a timely basis 1o reflect the actual income 1ax liability.

(2)  Rccord a correcting entry to properly reflect the 1991 through 1995 income taxes
on its books. CG&E should file a copy of the correcting entry with the Office of
the Chief Accountant within 30 days upon receipt of this report.

Pertinent Gﬁidance

18 CFR Part 101 prescribes the Uniform System of Accounts (USofA) for public utilities
and licensees subject to the provisions of the Federal Power Act. 18 CFR 101 requires utilities
to record adjustments to current and deferred income tax accounts when they file their income
tax return in Accounts 236, 281 282, 283, 409.1, 409.2, 4101, 410.2, 411.1, and 411.2.

1-



Detailed Piscussion . .

The Company filed its Federal income tax returns for the years 1991 through 1995 in
September of the following year. The estimated Federal income tax that it accrued in the current
and deferred income tax accounts was more (or less) than the liability as filed in its tax return for
each of the tax years 1991 through 1995, respectively.-

CG&E did not adjust the current and deferred income tax accounts on its books to reflect
the actual taxes paid as reported in its filed tax returns for each yeasr. CG&E informed the audit
staff thai it did not complete the return-to-accrual adjustments for the years 1991 through 1995

because of corporate restructuring that led to high employee turnover and greater workload in the
Tax Department.

2.  Accounting for the Sale of an QOperating Unit or System

Synapsis

CG&E did not have adequate accounting procedures to account properly for the sale of
an operating unit or system.

CG&E misinterpreted the electric plant instructions and the accounting requirements for
the sale of an operating unit or system by:

. Failing to use Account 102 to record the sales transaction which resulted in no
impact to the balance sheet and income statement.

. Failing to file the journal entries with the FERC.
This occwrred because CG&E misinterpreted Electric Plant Instruction No, 5 -
(EPI No. 5) and the instructions to Account 102, Electric Plant Purchased and Sold. CG&E did

not use Account 102 to record the sale of the combustion turbines.

CG&E incorrect accounting did not result in any misclassifications of its balance sheet or
income statements.

Recommendations

We recommend CG&E:

(1)  Revise procedures to ensure it records the sale of operating units or systems in
Account 102,



: (2)  File journal entries for future sales of operating units or systems with the
R Commission for approval.

Pertinent Guidance

Pertinent guidance is contained in 18 CFR, Part 101, which prescribes the USofA for
public utilities and licensees subject to the Federal Power Act. 18 CFR 101 requires utilities 1o
follow the requirements contained in EPI No. 5 and the instructions to Account 102 for recording
the seles of operating umits or systems. The instructions to Account 102 require a company to
submit proposed journal entries to the FERC for approval within six months of the acquisition or
sale.

Detailed Discussion

On October 9, 1996, the Company sold two combustion turbines located at the Miami
Fort Generating Station to International Trade Management. CG&E sold the two combustion
turbines and related property for $6,350,000. CG&E provided staff with the following
information to support the net book value and the gain related to the sale:

Miami Fort Miami Fort
Gas Turbine 1 Gas Turhine 2

Original Cost $5,483,361 $5,305,916
- Accumulated Depreciation 4821 133 4. 805636
Net Plant $ 662228 $ 500,280
Sales Price $2,850,000 $3,500,000
Cost of Removal 35,000 50,000
Net Salvage $2.815.000 $3.450.000

Gain on Sale $2,152,772 $2,949 720

CG&E classified $6,265,000 of net sales proceeds to Account 143 (Other Accounts
Receivable); $1,162,508 representing the net book value in Account 101 (Electric Plant in
Service) and the gain of $5,102,492 10 Account 421.1 (Gain on Disposition of Property).

We reviewed the accounting for the sales transaction during the audit. Therefore, there _
was no need for CG&E to file the journal entries with the FERC.



"3.  Form 1 Reparting - }

Synopsis

CG&E did not properly report certain information in its 1996 FERC Form 1 in
compliance with the reporting instructions.

This cccurred because of the improper posting of two transactions by CG&E. This

resulted in the misclassification of these transactions to the wrong subaccount. CG&E
cotrected the erfor on its books, however, it filed the wrong information in the Form 1,

Recommendations
We recommend CG&E revise procedureas to ensure it records the proper information in

future FERC Form 15 and file revised pages of the FERC Form 1 within thirty days of receipt of
this letter.

Detailed Discussion

CG&E tmproperly reported the following information:

o amounts for Cost of Removal and Salvage recorded in Account 108, Accumulated

Provision For Depreciation of Electric Utility Plant, on page 219 of the 1996
FERC Form 1. The reporting errors resulted in an overstatement of Cost of
Removal and an understatement of salvage in the amount of $6,350,000. The
differences in the Cost of Removal and Salvage can be attributed to the use of
improper codes by CG&E when recording entries for the sale of Miami Fort
Combustion Turbine #] and #2  The total amount reported in Account 108 is
correct.

o amounts for Zimmer Plant Phase-In Deferred Return and Depreciation and Post-
In-Service Carrying Costs and Deferred Operating Expenses recorded in
Account 182.3, Other Regulatory Assets, on page 232 of the 1996 FERC Form 1.
The reporting errors resulted in the overstatement of Phase-In Deferred Return
and Depreciation expenses and the understatement of Post-In-Service Carrying
Costs and Deferred Operating Expenses in the amount of $7,639,157. The error
was in accumulating various subaccounts in Account 182.3 and grouping them
incorrectly under the captions referred to above. The total amount reported in
Account 182.3 is correct,

ToTAL P.ag



DUKE ENERGY OHIO
Case Nos. 07-589-GA-AIR
Supplemental Information (C)(2)

The utility’s current annual statistical report.

Response: Duke Energy Ohio no longer prepares a Uniform Statistical Report. See the
attached for Cinergy Corp.’s maost recently filed report for the year ended December 31,
2000.

Sponsoring Witness: L. Gwen Pate



payany: CINERGY CORP. , Supplemental (¢)(2)

 INIFORM STATIS TICAL KEFUKI - TEAK BNUELY UCUCMDER 38, .
Please submit the required pages to the Ametican Gas Association for use in compiting

. statistics published in A G.A"s Gas Facts.
! Also furaish a copy of the company's Annual Report to Stocklolders with the USR or as soon
as the Anoual Report becomes available.
".\‘/‘
BECAUSE THIS REPORT IS FREQUENTLY USED IN CONJUNCTION WITH THE
COMPANY'S ANNUAL REPORT TO STOCKHOLDERS, THE DATA INCLUDED
HEREIN SHOULD AGREE WITH THE COMPARABLE INFORMATION IN SUCH
ANNUAL REPORT. To assiae sccumcy and consisiency, numerous crossties and
footnotes have been appended to the schedules so that statistics for the same item shown on
more than one schedule will be identical.

All energy amd dollar amwunts should be reported in thousands.

Name and Address of Company:

Cimergy Corp.
139 East Fourth Street
Cincinnati, O 45202

) List Affiliated Companies:
Indicate Relationship (Parent, Subsidiary, Associates, e1c.)
. ldentify Nature of Business

The Cincinnati Gas & Electric Company - Subsidiary - Electric and Gas Utlity
PSI Encrgy, Inc. - Subsidizry - Electric Utility
o | Cinergy Investnents, Inc. - Subsidiary - Nem-utility Operations
Cinergy Services, Inc. - Subsidiary - Administrative,
Management, and Support Services
CinTec L1LC - Subsidiary - Investing
Cinergy Technologies, Inc. - Subsidiary - Holding company for investments
Cinergy Wholesale Energy, Inc. - Subsidiary - Non-utiity Operations
Cinergy Global Resources, Inc. - Subsidiary - Intermational Operations

Individual Fumishing Information

Name Barry Blackwell l Authorizer

Title Manager of External Reporting U Tite

Telephoo=  (317) 8336993 Datz 572112001 4:33:00 PM
O Check this Box if Individual Company Data May Be Released

R THIS REPORT HAS BEEN PREPARED FOR THE PURPOSE OF PROVIDING GENERAL AND STATISTICAL

INFORMATION CONCERNING THE COMPANY AND NOT IN CONNECTION WITH ANY SALE, OFFER FOR
SALE OR SOLICITATION OF AN OFFER TO BUY ANY SECURITIES.

Page 1 lblEstimatedData NOT WARKED FOR RELEAS



pany Profife Shest
pany: CINERGY CORP.

1dress 2

ity

Aailing
\ddress Linel
faiting .
vidress Line

dailing
\ddress Line 3
Lecipient
tecipient

litde
[elephone

>age 1

Cinergy Conp.

139 East Fourth Strect

Cincinnati

State OH

Baxry Blackwell

Manager of External Reporting

(317) 838-6993

1blEstimatedData

Zip 45202

10T FECHKI: Ly NS

Page 2

NOT MARKED FOR RELEASE



DUEC § - UeTdl @ uuy
pany: CINERGY CORP. - -

{EDULE I - GENERAL STATISTICS
R,

1 ity systems acquired, sold or otherwise disposed of ((Indicate the period for which these acquisitions or sales are reflected in this report.)

N ACQUIRED DURING SOLD OR OTHERWISE DISPOSED OF DURING YEAR
Name of System & Date # of Customars Name of System & Date # of Customers
o 0
0 0
0 0
o 0
"L\L, -
]
iy
Page 3
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uents of Income ind Retained £ammgs
‘ lany: CINERGY CORP.

tule ¥ - Satements of Income and Retained Eamings (Thousands of §)

IME

"" g Revenuss
5, " ag Expenses:
Operation (1)
Maintenance
D atiom
Depletion
Amogt. Charged to Operation (b)
Property Losses Charged 1 Opecation

Taxes (¢}
Other: Post in Savice Def. Oper. Exp.

Total Operating Fxpexses
Operating Incons

Other Operating Income (d)
Totsl Operating Income
J_LF.U.D.C.(c}

Other Incotne Less Deductions - Net (b) (d)

. Orthex: Phise in Def. Return

. Income Before Interest Charges
Interest Charges:
1 «rest on Long-Term Debt {f)
\. e rest on Short-Term Debt

Amort. of Debt Disc. Exp. and Prem. (Net)

Other Interest Expense
I Altow. for Borowed Funds
Used During Constr. - Credit (¢)
l. Net Interest Charges

i. Income Defore Ext Items and Cumulative Effects
¥. BExt Itqns and Cutnulative Effects (Net) (d)

1. Net Incoane Before Pfd Dividends
}. Pid ynd Pfe Dividend Requirement (f)

). Net Income Avaitable for Common Stack_

). Common Dividends
1. MNet Income After Dividends

ETAINED EARMNINGS

2. Bahme;.lmuaryl

3. Net Income (Line 27)

4. Pfd and Pfe Dividends Declared

5. " ~'mmon Dividends Declared - Cash
¢.__. won Dividends Declared - Other (g)
7. gustments (h)

8. Balance, YEAR END (C)

‘age 1

Total Electric Other
2,1, 8421964 5430211 2041753 0
2,2, 6712896 3957111 2755785 0
2,3, 205129 192743 12386 0
24, 305053 281000 24053 0
2,5, 0 0 0 0
2,6, 64550 58115 5435 0
2,7, 0 0 0 4]
2,8, 268346 230101 38245 0
2,9, 4362 4362 0 0
2,10, 7560336 4723432 2836004 0
2,11, 861628 756779 104849 0
2,12, 0 0 o )
2,13, 861628 156779 104849 (1}
2,14, 5813
2,15, 243090
2,16, 4159
2,17, 4585
2,18, 623925
2,19, 194750
2,20, 26446
2,21, 10698
2,22, 468
2,23, -8203
2,24, 224459
2,28, 399456

-12. 28, 0
2,27, 399466
2,28, ()]
2,29, 199466
2,30, 285242
2,31, 114224
2,32, 1054578
2,3, 199466
2,14, 0
2,35, 285242
2,36, o
2,37, 584 N
2,38, 1168218

Page 4
1blEstimatedData NOT MARKED FOR RELEASE



I Page 5 UNIFORM STATISTICAL REPORT - YEAR ENDED DECEMBER 31, 2000

Company: Cinergy Corp. (CIN)

SCHEDULE III - NOTES TO STATEMENTS OF INCOME AND RETAINED EARNINGS (Thousands of §)
INCOME - SCHEDULE Il

{a) Operating Expenses — Operation includes:

Significant amount of rents $38,689 for Transportation Fleet, EDP Equipment, Coal Train & Cars, gic.

(b) Amortization of Plant Acquisition Adjustments included on Tines 6 and 15, Schedule IT:

Electric $§32.461 Gas $6.435 Other § -

(c) Line 8 agrees to line 10 of Schedule V, Taxes; see Schedule V for detail.

(d) Detail major items and amounts and all income taxes included in:
Other Operating income (including Income Taxes of § - )
None
Other income Less Deductions — Net (including Income Taxes of ($251,557).
(If met merchandising inciuded, give amount)
Equity in unconsolidated subsidiary $5,048
Other Net $3.419

Extraordinary Items and Cumulative Effects (including Income Taxes of _ - )

{e) Give dcscript_ion of method used to determine Allowance for Fuﬁds Used During Construction (including rate
applied, type of construction or size of job covered, and period of time used to exclude jobs of short duration).

For Cinergy's utility subsidiaries, AFUDC accrual rates averaged 8.0% in 2000. The AFUDC was applied as
follows (See Note (h) of the “Notes to Consolidated Financial Statements” in Cinergy Corp.'s 2000 Annual
Report to Sharcholders). See Notes & Remarks below.

(f) Annual interest and Preferred and Preference Dividend Requirement calculated on amounts (including due
within one year) outstanding at Dec. 31. '
Long-Term Debt  $205.748 Preferred and Preference Stock $4,585

nﬂ"ﬁ g



r Page 6 UNIFORM STATISTICAL REPORT - YEAR ENDED DECEMBER 31, 2000 ]

Company: Cinergy Corp. (CIN)
SCHEDULE m— NOTES TO STATEMENTS OF INCOME AND RETAINED EARNINGS (Thousands of §)
{continued)
RETAINED EARNINGS - SCHEDULE I}
() Details of Common Dividends Declared - Other than Cash:
None.

(h) Details of major items and amounts included in Adjustments to Retained Earnings:

Foreign Currency Translation Adjustments 52,074
Minimum Pension Liability (1.099)
Unrealized Gain (Loss) on Grantor & Rabbi Trusts (2,129)
Other 570
Total (8584)
NOTES AND REMARKS:
-~ PSIENERGY, INC.

AFUDC is applicd only on specific construction work orders and is not applicable to blanket work orders.
AFUDC is computed manthly for each appropriate specific work order on the basis of direct charges and
company overheads. Effective January 1, 1996, PSI adopted the practice of updating the AFUDC rate monthly
ag authorized by the Federal Energy Regulatory Commission in a letter dated August 12, 1996, AFUDC starts
when construction has commenced on 2 planned progressive basis and continues until the project is “in
service”. The gross AFUDC rate applied for 2000 was 7.4% per annum, with semi-znnual compounding,

- THE CINCINNATI GAS & ELECTRIC COMPANY AND SUBSIDIARY COMPANIES

AFUDC is applied only on specific construction work orders and is not applicable to blanket work orders.
AFUDC is computed monthly for cach appropriate specific work order on the basis of direct charges and
company overheads. AFUDC starts when construction has commenced on a planned progressive basis and
continues until the project is “in service™. The gross AFUDC rate applied for 2000 was 8.4% per annum, with
semi-annual compounding. Effective July 1, 1982, CG&E adopted the practice of updating the AFUDC rate
monthly as authorized by the Federal Energy Regulatory Commission in a letter dated May 27, 1982,

—  Schedule H, line 1, colummn 3, Gas Operating Revenues includes Other Revenues associated with Cinergy Corp
non-regulated affiliates, therefore does not tie with AGA’s Schedule X3 line 21, columm 2, Total Gas
Operating Revenues which does not include this amount.

—  Schedule I, line 8, column 2 agrees with Schedule V, line 10, columas 2 plus 4, howevet, line 19 does not tie
due to allocation differences i schedules.

- Schedule IT, line 8, column 3 agrees with Schedule V, line 10, colutmm 3, however, line 19 does not tie due to
allocation differences in schedules.

Page 6



wdule IV
pany: CINERGY CORP.

HEDULE IV - FUNCTIONAL DETAILS OF OPERATION AND MAINTENANCE EXPENSES (Thounsands of §)

LLENG £ CaRug. LW

]

€ ToN: ELECTRIC GAS

- Total Operation Maintenance Total . Operation Maintenance
B T~ 1) SO 12526 712526 o 0

Purchased Power{Net) 2381688 2381683

Purchased Gas(Net) 2674449 2674449

Other Prod Expenses 267556 148369 119167 3867 3825 42
. ‘Totwl Production 2T 3302603 119167 2678316 2678274 42
.. Storige & Liquefied

Natural Gas 0 0 0
. Transmission 63444 51063 12381 506 506 0
i. Distibation 73458 20962 52496 22977 11472 11505
). Customer Accounts 68370 66370 0 20455 20455 0
0. CustService & Info. 1377 1377 0 m3 2713 0
11. Sales 13920 33920 0 1273 1273 o
12. Administrative & General 487515 478816 8699 41931 41092 839 '
13. Total 4149854 3957111 192743 2768171 2755785 12386
14. Credit Residuals included in Line a4, 0 0 0
(a) Inchides FERC System of Accounts 501,518 and 547.
() Iclude only fuel used in production of gas
{c) Includes exploration snd tlcvdopnmtoosis of prospective gas producing ficlds

L ]
Page 7

Page 1
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[Page8  UNIFORM STATISTICAL REPORT — YEAR ENDED DECEMBER 31, 2000 ]

R

Company: Cinergy Corp. (CIN)
SCHEDULE IV - NOTES TO FUNCTIONAL DETAILS OF OPERATION AND MAINTENANCE EXPENSES
NOTES AND REMARKS:

—  Schedule IV, line 1, colurm 1 includes Deferred Fuel, Global Resources, and Cinergy Investments, therefore
does not tie to EEI's Schedule XIX, line 19, column 2.

- Schedule IV is prepared for Cinergy consolidated, and Schedule XTV represents CG&E consolidated, therefore,
Schedule IV, line 5, column 5 plus column 6 does not tie to Schedule XTIV, line 23, colunm 3.

Page 8



DULE V
any: CINERGY CORP.

ACCRUALS CHARGED TO:

OPERATING EXPENSES - TAXES

Property, Ad Vilorem, «c. 53

Franchisc 32
Gross Receipts 5.3

54
Miscellaneous 55

Total State & Local Taxes 56
Misc. Federal Taxes

Payroll ‘ 57
5.8
Total Misc. Federal Taxes 59

0. Total Taxes - Income 5.10

Income Taxes - Current

P oml Income Taxes 5.1
2", fncome Taxes 5.12
'3. Total Income Taxes 513

Deftrred Income Tax - Charges
14, Federal 5.)4

i5. State - 5.45
Deferred Income Tax - Credits

16. Fedenal 5.16
7. Sue 517
18. lnvestment Tax Credit 5.18
1. Total Taxes  (b) 5.19

.,

TOTA Electric
159464 130253
1848 1499
85443 78200
¢ 0
-9031 -it09
237724 - 208943
o622 18072
0 0
30622 18072
268346 227015
187217 3789
16936 13265
204153 237054
281247 1315292
11296 - 7999
-225915 147411
9579 -1t
93585 -3486
519503 483552

63
35598

2647

2647

38245

7530

7495

65755

270

-5127)

Other Depts.

azs

395

-798%
~6817

9903
3086

-44102
3706

- -40356

80200

3027

67293,

-1602
-753

-23731

{a) duch as Utitity Plant, Other Income Deductions, Extracedinary items, Cleating Accourts, Retained Earnings, etc.

{b) Should equal Total of Lines 10, 13, 14, 15, 16, 17 and 18 and agres with tine &, Schedule 0.

1blEstimatedData

All Other Accounts (3)

o

L L LLLL T

Page 9
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| Page 10 UNIFORM STATISTICAL REPORT — YEAR ENDED DECEMBER 31, 2000

Company: Cinergy Corp, (CIN)
SCHEDVULE V- TAXES

NOTES AND REMARKS:

— Total of lines 10, 13, 14, 15, 16, 17 and 18 do not agree with line 8, Schedule II. However, line 10 does apree
to line 8, Schedule IT, and lines 11 —~ 18 are included in line 15 of Schedule 1.

. Page 10



ace Sheet .
pany: CINERGY CORP.

SCHEDULE V1 -BALANCE SHEET (Thousands of §) FOR NOTES - SEE SCHEDULE VIl - PAGE B
GRS

, ASSETS
[ PLANT:
Mant in Service:

Elexctric

Gas

. Comenon

. Toul Plant in Service

. Accum. Prov. for Depr. & Amont

. Construction Work in Progress

.. Nuclear Fuel .

I. Accum. Prov. for Amort. of Nuclear Fuel
)

L. Net Utility Plant
). Gas Stored Underground
13
5. Qther Property and Investments (Net)
§. Tecommissioning Funds
M~ tand Accrued Assets:
7. Cash, Spec. Den.. Wke. Funds & Temp.
Cash Investments

8. Gas Stored Underground (Curent)
9. NG Hield and Stored for Processing
0. Notes Receivabic

:I. Customner Accouiits Receivable (Net)

2. Receivables from Investor Gwned Elec. Cos.

3. Other Receivables

4. Accrued Unbilied Revenues

'S. Materials and Supplies

'6. Prepayments

17. Other Current and Accrued Assets

8. Other: Fossil Fuel at Average Cost

9. Total Curent and Accrued Assets

DEfel'a’.i Debits:
30. Regulatory Assets
31. Unamwortized Debt Expense
¥ traordinary Property Losses
3= &1 Defemed Debits
34,

35. Total Defered Debits
36. Total Assets

Daryn

6,1
6.2
63
64

65
6,6
67
68
69
6,10
6,11

6,12
6,13
6,14

46,15

6,16

6,17
6,18
6,19
6,20
6,21
6,22
6,23
6.24
625
6,26
627
6,28

6,29

6,30
631
632
633
6,34

6,35
6,36

LLIEL S B =P VRS FIVEY

CAPITALIZATION AND LIABILITIES

Capitatiration:
og98128 37 Commmom Stock 6,37 1590
865303] 38 Other: Capital Stock Expense 6,38 28929
211424] 39 Pranium on Common Stock (if not in Line 40) 16,39 0
40. Other Paid-In Capital 6,40 1648082
: 41. Retmined Esmi 6.41
10774855 Eamings 1168218
43555614 42. Total Conarnon Stock Equity 642 | 27§8961
ansy 43, 643 0
44, Preferred and Preference Stock pot subjecttc 6.44 :
Mandatory Rederption ¥ 62834
45. Preferred and Preference Stock subject to 645
Mandatory Redemption 0
Long Term Debt: (Ex.amt.due within 1 yr)
46. Montgage Bonds 6,46 865920
663024 47. Deventures 647 1490050
48. Other 648 531549
92821 49. Other: Unamertized Disc, Net of Premium 6,49 -1E152
51. Total Capitatization(Exclant due
within one year) 6,51 © S5T2b._.
972491  Other Non-Curremt Lisbilities:
30476 52. Accum Prov. for Rate Refimds 16,52 0
53. 6,53
o 0
35945 .
$4. Total Othier Non Current Lipbilities _|o.54 0
726 _
663282 Cumrent and Accrued Liabilities:
659011 55. Amournts Due within one year 6,55 40545
228425]  56. Short-Terin Debt 6,56 1128657
gosoal  57. Accts. Payable (Exclamt in Line 58) 657 870739
46538] 38 Payables w0 Investor Owned Elec. Cos. 6,58 - 625755
149@109]. 59. Taxes Accrued 6,59 247006
39271] 60 Other Currentand Accrued Lisbilities 6.60 1610405
* 61. Total Other Noa-Current Liabilitics 661 4523107
M5B8]  Deferved Credits: |
62. Acoumulated Deferred Income Taxes 6.62 1185968
976614 63. Accum. Deferred Investment Tax Credits 6,63 137965
64. Regubtory Liabilities 6,64 o
34493' 65. Customer Advances for Construction 6,65 14902
66. Other Deferred Costs 6,66 739624
so110g| 67 Tot! Deferred Credis 6,67 20
68. 6,68
1312205 '
12329728 Page 11
lblEstimatedbata NOT MARKED POR RELBAS
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rl’agc 12 UNIFORM STATISTICAL REPORT - YEAR ENDED DECEMBER 31, 2000

Company: Cinergy Corp. (CIN)

SCHEDULE VII - NOTES TO BALANCE SHEET (Thousands of $)

(2) Detail major items and amounts including Excess Cost of Investtnents in Subsidiaries consolidated over Book

Value at Acquisition Date.
See Additional Notes, Page 13

(b) Detail major Regulatory Assets and Other Regulatory Liabiiities.
See Additionat Notes, Page 13

(c) Number of Stockholders as of 12/31/00:  Proferred 1,494 Common * 61,328
Preference

{d) Amount restricted from payment of cash dividends on common stock § See Note.

(¢} Includes convertible securities (specify)
None

() Long-Term Debt $40,545; Preferred Stock Subject to Mandatory Redemption $
Other @mmh}

(g) Includes Commercial Paper $216,200; Bank Loans $576,791; Gas storage loans $ {1)
Average short-term debt during year, based on number of days outstanding $745,046 [2)

NOTES & REMARKS:

- Putable Bonds - $266,600
Other Short Term Debt - $69,066

~ Does not include foreign debt.

in line 37.

Other

Schedule VI, line 7 agrees with Schedule VIII, sum of lines 14, 30, and CWIP Account 107, $46,240 included

Page 12
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UNIFORM STATISTICAL REPORT - YEAR ENDED DECEMBER 31, 2000

Company: Cinergy Corp. (CIN)

SCHEDULE VIl ~ ADDITIONAL NOTES TO BALANCE SHEET (Thousands of §)

{a) Detail major items and amounts including Excess Cost of Investments in Subsidiaries consolidated over Book

Value at Acquisition Date.

Nonutility Property (Net) $242.508

Investments in Unconsolidated Subsidiaries 538,322

Other Investments 146,986
£928,216

(b) Regulatory assets (in millions}

Post-in-service carrying costs and deferred operating expenses 341

Amounts due from customers - incoms taxes B

Deferred merger costs 67

Unameortized costs of reacquiriag debt 42

Coal contract buyout cost 53

Dynegy gas services agreement buyout costs 251

RTC recoverable assets 432

Other . - 18
. 9577

(d) See Note 2 (b) of the “Notes to Consolidated Financial Statements” in Cinergy Corp.’s 2000 Annual Report to
Shareholders.

‘Page 13



DULE VIlI
iny: CINERGY CORP.

FIJLITY PLANTBY FUNCTIONAL ACCOUNTS

1 Fenod: Zupw

CONSTRUCTION EXPENDITURES (c)

Accum. Prov. for For
T Deprec. Amort. and Reported For Next For 2nd For3ind
Uility Plant Depl. Year Year Yr. Foll. Y. Foll.
™ EBCTRS 2000
ntangible 8.1 47242 19828 3669 0 0 0
Production Plant
iteam 3.2 4839074 2427410 182432 424628 0 0
Nuciear 83 0 0 0 0 0 0
Hydro 8.4 24644 14517 445 0 0 0
Pumped Storage 8.5 0 .0 0 0 -0 0
Gas Tubine 86 290032 135631 0 0 0 0
Other 87 T 01428 55715 25118 0 o 0
Total Prod. Plant 88 5364178 2633273 207995 424628 0 0
Transmission Plam "898 T 102535 T 36390 I8IZ0 £7209 o 0
Distribution Plant 8.10 2956047 1002985 160343 178929 0 ]
Geaeral Plant BAL 235016 93663 45357 17562 0 0
Subtotal 8.2 9695018 4186139 455684
Miscell Plant 813" ¢ T 0
Comstruction Workin 8.4 340870 JOCODNKKX XXX
Progress R —
Plant Held for Future Use  B.15 1710 0 ]
Plaot Acq Adj & Other Adj 8.16 0 0 HX0XAKAX
i, et Exel Nucl 817 10044998 4186139 455684
. Ne.car Fuel 818 o 0 0
. Tota! Hectric Plant 819 10044998 4186139 455684
GAS -
. Intangibie Plam 820 1256 847 0
. Production ‘821 11631 10394 450
. Underground Storage 8.22 119 0 0
- Other Storage 823 6 3
i. LNGStor., Term & Proc 824 0 0
i. Transmdssion 82s 14129 13450 63
i. Distribution 826 20200 269569 44130
I, Genensl 827 17938 10067 1557
. Sublotal 828  ges270 104324 46200
». Misc. Plant 829 0 o
). Coust Work InProgress 830 (8073 XOOOOIXKXA XXKXXKKKX )
I. Plant hekt for futnrcuse 8.1 24 0 0
2. Plant Acq Adj & Other Adj 8.32 0 0 XXODXXK.
3. Total Gas Plant 833 833376 304324 46200
OTHER UTILITY PLANT
4. 3.3 0 0 0
LON B 835 . 0 0 0 0
6. .4l Other Utility Plat .36 0 0 -
7. Conamon Plant 8.37 257664 65151 20063
8. Total Uility Plant 838 11186038 4555614 521947 Page 14
ama 1 1blEstimatedData NOT MARKED FOR RELEASE



[Page 15 UNIFORM STATISTICAL REPORT — YEAR ENDED DECEMBER 31, 2000 ]

Company: Cinergy Corp. (CIN)
SCHEDULE VI - NOTES TO UTILITY PLANT BY FUNCTIONAL ACCOUNTS (Thousands of $)

(a) Depreciable Property as of December 31:

ELECTRIC: ' OTHER:

Total Electric............. 9,1 9,613,012 Total Other......ooeeaee. 9.3 ¢
GAS: COMMON:

Total Gas 9,2 861,361 Total Common.........c..o.... 94 233,586

(b) Effective book depreciation rate for Depreciable Property as of December 31:

Electric {11 %, Gas [1] %,Other WN/A %,Common [1] 9%, OvemllRate [1] %

(c) Estimated Construction Expenditures include aliowance for Funds Used During Construction — Yes x or No
Indicate in total the AFUDC amounts included (excluded) in estimates: Next Year $313,169.

(d) Excludes Purchased Praperty. Report expenditures, rather than transfers to utility plant.

{e)} Includes Experimental Plan Unclassificd; Leased to Others; Completed Construction Not Classified, and Other
(Specify): ’ .

() Includes Allowance for Funds Used Dunng Construction; 9,5, - Electric excluding Nuclear Fuel $12,318;

NuclearFuel§ N/A ; Gas $579; Other $371; : Total $13,268
(g} Includes non-current gas $119
(b) Includes intangibles $ ;LineNo.37

(i) Estimated amount applicable to Utility Plant: 9,6 :
Electric $197,056 Gas 560,608 Other 30

Estimated amount applicabie to Accum.
Prov. For Depreciation: 97 Electric $46,437 Gas  $18,7H4 Other 50

Note: Line 37, Common Piant represents Utility Plant Account 101, $211,424 and CWIP Account 107, $46,240.

Page 15
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{ Page 16 Additiona! Notes for SCHEDULE VIII

Company: Cinergy Corp. (CIN)

(1) Electric ~ PSI Energy
Electric - CG&E and its utility subsidiaries
Gas — CG&E and its utility subsidiaries
Common — CG&E and its utility subsidiaries

(2) Electric, excluding nuclear fuel:

N/A,

3.0%
2.9%
29%
3.3%

Gas N/A,

Other N/A,

Total N/A

Page 16



dule 12 - Statement of Cash Flows

pany: CINERGY CORP.
sdule X11- Statement of Cash Flows
RATING ACIVITIES
et Income 399466
u‘ tion, Depletion and Amortization 373965
.4 Tncome taxes (Net) 56989
befezred Investment Tax Credits 9585
wlowance for Funds Used During Construction (Equity) -5813
Other: Regulatory Assets - Net -6805
Other: -2629
viaterials and Supplied, Fuel Inventories, Gas in Storage 46409
\ccounts Receivable (Net) 963309
Other: Restricted Deposits -3567
. Other Current Assets -51965
. Actounts Payable 761557
. Accrued Taxes 27740
» Mher: Accrued Interest -2003
- Jther: Litigation Settlement 0
« Orther Cumrent Liabilities 29903 .
. Other: (Net) 29751
. Net Cash Provided by (Used For) Operational Activites 620604
IVESTING ACTIVITES
). Copstruction Expenditures (excl. AFDC-Equity) 519574
) ‘hase of other Invesuments 0
[\ f other nvestments 0
L. Onher: Sale of Investment in unconsolidated subsidiary ] )
3. Other: Investment in unconsalidated subsidiaries -171298
4. Other: Miscellancous Investments -76368
5. Net Cash Provided by (Used For) Investing Activitics 767240
INANCING ACTIVITIES
6. Commoo Stock Dividends -285242
7. Preferrod/Preference Stock Dividends 0 -
8. Issuance of Long-Termn Debt (Net Procesds) 126420
9. Issuance of Preferred/Preference Stack (Met Proceeds) ¢
0. Issuance of Common Stock (Net Proceeds) 1770
i1. Increass (Decrease) in Short-Term Debt (Net) 578463
i. Redemption of Long-Term Debt (Net Payments) 234247
13. Redemption of Preferred/Preference Stock (Net Paymeents) 29393
. 0
is. 0
¥6. Net Cash Provided By (Used For) Financial Activities 15771
$7. Increase (Decrease) in Cash and Cash Equivalents 11135
3 agh and Cash Equivalents at Beginning of Year 21919
gzw.,,r and Cash Equivalents at End of Year 93054
Page 17,
Page 1
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[ Page 18 UNIFORM STATISTICAL REPORT — YEAR. ENDED DECEMBER 11, 2000
Company: Cinergy Corp. (CIN)
SCHEDULE XII - STATEMENT OF CASH FLOWS
NOTES: REMARKS AND SUPPLEMENTAL INFORMATION:

~  Line 7 consists of unrealized loss from Energy Risk Management activities of $2,419; Equity in earnings of
wnconsolidated subsidiaries of ($5,048).

Page 18



1 8- Schedule XIlI- Enployes Data - ————— e
pany: CBNERGY CORP. .

[EDULE XII- EMPLOYEE DATA
I

;cucloElecuic.Gas and Other cotrnon employees who devote part of their time o Electric and part to Gas, and/or Other Departments.
g litson basis of payroll doliass or any otber reasonable basis. : )

R

MBER OF EMPLOYEES
ELECTRIC GAS OTHER TOTAL
werage for the Year 6393 682 0 7575
At Year End 6780 671 ) 7451
LARIES AND WAGES (Thousands of $) (4)
Operation and Mm‘eﬂme 260058 36594 9140 305792
Construction : 93785 16706 1307 111798
Dther (describe) 4995 681 43241 48917
Total 358838 53981 53688 466507
NSIONS AND BENEFITS(Thousands of $)
‘Jperation and Mainterance 64186 9061 2265 75512
Construction 23214 4123 332 27669
Other (describe] 1235 169 10701 12105
). Total 88635 13353 13298 115286

} Do not include pensions and benefits

Page 19
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DULE XIV 11 Fenod: Zygy
any: CINERGY CORP. . :
SCHEDULE X1V SOURCE AND DISPOSITOIN OF GAS

. .- "]
u Reportall costs associated with all gases actually produced and purchased during year on appropriate lines {except that line 1
o delay reatals,nomproductive drilling and similar indirect costs usually classified as "exploration and development”™). Companies producing
L , o7 using natural gas for enricking, should report all mam factured gas quantities at the average B value as produced prior to rmxing or
shment.

~

JRCE
Gas Produced and Masufactured for Company Supply BTUfc £ UNITS(C CosT
(thousands of §)
1. Natural Gas 14.1 0 0 0
2. Manufactured Gas (n) 142 0 0 0
3. Liquefied Petroleum Gas (for air mixtures) 143 1029 141586 3246
4. Substinne Namral Gas (SNGXb) _ 144 0 0 0
5. Gas 14.5 0 0 b
Gas Purchased
6. NatmlGas(d) 146 1029 62728953 266339
" 7. Manufactured Gas () 14.7 0 0
8. Liquefied Petroteum Gas (for air mixtures) 14.8 0 0 0
9. Substitute Natwral Gas (SNG)b) 14.9 0 0 0
10. Liquefied Natural Gas (d) 1410 0 0 0
1t Gas 14.11 0 0 0
12. TOTAL GAS PRODUCED AND PURCHASED 14.12 0 62870539 269585
CHER :
13. Transportation Gas 14.13 1029 46776127 0
14. Exchange Gas Received (Delivered}iNet) 14.14 0 0 0
) Company Owped Gas From Underground Storage (Net) 14.15 1025 3974 2
e Change in Other Storage (Net) 14.16 0 0 )
17. Gas Used in Further Production 14.17 ()} 0 0
18. Compressor Station Fuel 14.18 0 0 ]
19. Company Use and Interdepanmental Transfers (¢) 14.19 1029 296181 788 -
20. TOTAL SUPPLY AVAILABLE FOR DISTRIBUTION 14.20 0 109354459 268799
21. Other Production and Purchase Expenses 142} OO0CDONT 30000000 0
22. Other Adjustments (d} 1422 XGOGCO XXX KX -45450
2. TOTALPRODUCHONAND PURCHASE EXPENSES (f) 1423 000KKXX 300000 223349
NSPOSITION '
24. Sales to Ultimate Consurners (g) 1424 1029 60678138 XXXOOX
25. Sales for Resale (b) B 1425 1025 318205 XAOOXXXXX
26. Transporiation Gas Delivered ) 14.26 1029 48073609 XXOOXXXXX
27. Other Deliveries (Specify) 1427 0 0 J000CKXXK
28. TOTAL SALES AND DELIVERIES (Lines 24 to 27) 14.28 0 109069952 XXXXXXXX
29. Other Disposition of Gas (Lines 20 minus 28) (c) 14.29 0 284507 XXXXXXXX
~ 30. TOTAL DISPOSITION (Line 28 and 29) 14.30 0 100354459, XXOOOOKXX
5} Less than 960 Bu/c.f.
b) 900 Buc.fand above
c) Inchides Unaccounted for Gas )
& “~cludes: Refunds for Gas Purchases in Prior Years on Line 14.31 1597
k} “ges or (credits) for defered gas costs on Line s 14.32 3853
&, dde a1l gas usad in operations.
f) Should agree with Line 5, Schedule IV
‘£) Should sgree with Line 15, Column i, Schedule XX,
) Should sgres with Line 16, Cohumn 1, Schedule 20X
Page20 . .

J) Should agree with Line 18, Schedule XVIIL.
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»ute XVIII - Gas Traasported for Others
wany: CINERGY CORP.

edule XVII - Gas Transported For Othars (Excluding Exchange Gas)

LP ""RED TO ULTIMATE CONSUMERS (END USERS) (b}

.. stred 10 Residential Customers
Delivered to Commercial Custorners-Firm
Delivered to Commercial Customers-Interruptible
Delivered to Industrial Customers-Firm
Delivered to Industrial Customers-Interruptible
Delivered to Electric Genemation Consumers-Finm
Delivered to Electric Generation Consumers-
Ddlivered to Nonutility Generators-Firm

Delivered to Nonutility Geaerators-Interruptible

). Delivered to Refueling Stations for Vehicular Fuel-Firm
I, Delivered to Refueling Stations for Vchicular Fuel-Interr.

2. Delivered to Other Consumers-Firm

. Delivered to Other Consumers-Intamruptible
5. Total Delivered to Ubtimiate Consuroers
ELIVERED TO OTHERS

§\__ ned by Ultimate Consumers (c)

6. For Resale by Local Distribution Companies
7. ForResale by Others

8. TOTAL TRANSPORTATION FOR OTHERS (d)

u} Transpmtionmmmbasedonmdpﬁ

b) Tnmp«uumofpsdehwmtheulmwm(mdm}u gas owned by the ultimate consumer and
detivered io the ultimate consumers meter by the transporter.

LELLE Sy o - T L TERFIT. Y

or O dcﬁvais

c) Tnnspomuonnfpsdﬂhvmd to others and owned by the ultimate consumer (end user) is gas owned by the ultimaie

cumm&ntsmddlvcmd»ﬂnmumwmum‘sm,mmdnu delivered to another transporter for

fusther transportation. -
d) Shouﬂdugmcwiﬂﬂ.me%

Jote: Companies filing FERC form 2 should submita copy of their comparable schedule in addition to completing the above schedule.

Page 1

State: X
Amount of Gas Transportation
Transported Revenues (a) Avermge
{Thousands of $} Customers -~
18,1, 4368097 14680 3923
18.2, 6083156 12101 5162
18,3, 2330337 1593 kL1
18, 4, 3856178 7129 501
18,5, 22258001 15998 | 163
18,6, 0 0 ]
18,7, 4652006 279 (i
18,8, 0 0 0|
18,9, 0 o 0
18, 10, o 0 0
18, 11, ] 0 0
18, 12, 1572794 2931 454
18,13, 1912250 1181 13
18, 14, 47032819 55952 45563
18, 15, 0 0
s, 16, 1040790 0 0
18,17, 0.00 352.00 1.00
18,18, 48073609 56304 45564
{
Page 21
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vle XVl - Gas Tramsported for Others

LU FSUHALL S nt

any. CINERGY CORP. Sute: OH
. late XYTII - Gas Transported For Others {(Excliuding Exchange Gas) Amount of Gas T .
T ‘ransportation
¥V YTO ULTIMATE CONSUMERS (END USERS) (b) M-Therms m 1(:?3) é;m
. ™" red 1o Residential Customers 18, 1, 4368097 14680 39235
Delivered to Commcrcial Customers-Firm 18,2, 5934325 11758 5149
Delivered to Comsmeercial Customers-Iaterruptible 18,3, 1990189 1331 28
Deliversd to Induserial Customers-Finm 18,4, 2919827 5086 470
Delivered to Industria} Customers-Intemmtible 18, 5, 19243105 14210 145
Delivered 1o Electric Generation Consumers-Firm 8, 6, o 0 0
Delivered to Electric Generation Consumers- 18,7, 4652006 279 0
Delivered to Nomutility Geuerators-Firm 18, 8, 0 0 ]
Delivered to Nonutility Geaerators-Internptible 18,9, 0 ¢ 0
Delivered to Refueling Stations for Vehicular Fuel-Firm 18,10, 0 ()} 0
Delivered to Refueling Stations for Vehicular Fuel-Interr, 18,11, o . 0 0
Detivered to Other Consumers-Finm 1%, 12, 1444679 2685 448
Delivered to Other Consurmers-Intemiptible 18,13, 1817753 1109 12
Tatal Delivered to Ultinate Consumers 18, 14, 42369981 51138 45487
LIV™RED TO OTHERS '
.. Hby Ulmate Consumers ) 18,15, 0 0 0
For Resale by Local Distribution Companics 18, 16, 1040790 0 0
For Resale by Others 18, 17, 0.00 352.00 - 1.00
TOTAL TRANSPORTATION FOR OTHERS (d) 18, 18, 43410771 51490 45488
1 Transportation reveaues are based on receipts or O deliveries
) Transportation of gas delivered to the ultimate consumer {end user) is gas owbed by the ultimate consumer and
delivered o the ultimate consumers meter by the transporter.
i Transpostation of gas delivered 10 others and owned by the ultimale comsumer (cnd user) is gas owned by the uliimate
consumer that is not delivened to the ultimate consumer's meter, instead it is delivered to another transposter for
further ransportation.
} Should agree with Linc 26
ne: Cotnpanies filing FERC form 2 should submita copy of their comparable schedule in addition to completing the above schedule.
Page 22
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wdule XVII - Gas Transportad for Others LU FEaL LUy

pany: CINERGY CORP. *  Sumte D
sdulc XVITl - Gas Transported For Others (Exchuding Exchange Gas) Amount of Gas Toosporation -
_I**~~ED TO ULTIMATE CONSUMERS (END USERS) (b) TD-Thm m f,?;; C‘:‘;’m o
- cred to Residential Customers 18, 1, 0 o . o
Delivered to Commercial Customers-Firm 18,2, 0 0 o
Dreliveyed to Cotrmwercial Customers-Intermuptible 18,3, 20003 i1 ' 1
Delivered to Industrial Customers-Firm 18,4, 0 0 ‘ 0
Delivered to Industrisl Customers-Interruptible 18,5, 731002 301 P
Delivered to Electric Generation Constuers-Finm 18,6, | ' o 0 o
Delivered to Electric Generation Consumers- 18,7, 0 , 0 0
Delivered to Nonutility Generstors-Firm 18,8, 0 " ' 0
“Delivered to Nonutility Generators-Internuptible 18,9, o o 0
Delivered to Refueling Stations for Vebicutar Fuel-Finn 18, 10, B 0 0
Delivered 1o Refueling Stations for Vehicular Fuel-Interr. 18,11, 0 . o 0
. Deivered to Otiser Consumers-Finn 18,12, 0 o 0.
. Delivered to Other Consumers-Interruptible 18,13, . 0 0 o
. TotalDelivered to Ultimate Consumers 1 18,14, 801905 12 6
ELIVERED TO OTHERS
:\, wd by Ultimate Consumers (c} 18,15, 0 0 7 ‘
i ForResale by Local Distribution Companies 18, 16, 0 o | o
1. FarResale by Others 18,17, 0.00 0.00 0.00
3. TOTAL TRANSPORTATION FOR OTHERS (d) 18,18, 201905 : 2 6
) Transportation reveaues are based on reccipts or B geliveries

) Transportation of gas delivered to the uitinsate consumer (end user) is gas owned by the ultinate consumer and
delivered to the uhimate consumers meter by the transporter.

;) Transportation of gas delivered to others and owned by the ultimate consumer {¢nd user) is gas owned by the ultimate
consumner that is not delivered to the ultimate consumer's meter, instesd it is delivered to another transporter for
further transpostation. ’

d) Should agree with Line 26

lote: Companies filing FEIRC form 2 shoald submit a copy of their cqmparable schedule in addiion 1o completing the above schedute.

Page 23
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dule XVIIT - Gas Transported for Others

pany: CINERGY CORP.
dule XVITI - Gas Transported For Others (Excluding Exchange Gas) Amount of Gas T .
Trensparted ransportation
IV™"D TO ULTIMATE CONSUMERS (END USERS) (b) M-Therms amg?n ctsm
\—erod to Residential Customers 18,1, 0 0 0
Delivered to Comemercial Customers-Firm 18,2, 143831 343 13
Deliversd to Commercial Customers-Interruptible 18,3, 320145 251 6
Delivered to Industrial Custorners-Fim 18,4, 936351 2043 3t
Delivered to Industrial Customers-Interruptible 18,5, 2212994 1487 13
Delivered to Electric Generation Conswmers-Firm 18,6, 0 0 ¢
Delivered to Electric Genaration Consumiers- 18,7, 0 0 0
Delivered to Nonutility Geaerators-Firm 18,8, 0 0 0
Delivered to Nonartility Generators-Internuptible 18,9, 0 ‘ 0 0
Delivered to Refucling Swtions for Vehicular Fuel-Firm 18,10, 0 0 0
Delivered to Refucling Sttions for Vehicular Fuel-Interr. 18,11, 0 N 0 0
Delivered to Other Consumers-Firm 18,12, 128115 306 6
i Delivered to Other Consumers-lnterruptible 18, 13, 94497 72 1
I Total Defivered to Uttimzte Consumers 18,14, 3860933 4502 70
ELIVERED TO OTHERS
5.\, sed by Uktimate Consumers (c) 18, 15, 0 0 0
6. For Resale by Locat Distribution Companies 18, 16, 0 [t} 0
7. ForResale by Others 18,17, 0.00 0.00 0.00
8. TOTAL TRANSPORTATION FOR OTHERS (d) 18, 18, 3860933 4502 70
1) Tramsportation revenues arc based on receipts or B deliverics
b) Transportation of gas delivered to the ultimaie consumez {end user) is gas owned by the nltinate consumer and
delivered to the ultimate consumers theter by the transporter.
¢} Transportation of gas delivered to others and owned by the ultimate consumer (end user) is gas owned by the ultimate
consimner that is not delivered (o the ultimate consumner's meter, instead it is delivered to another transporter for
furthty ransportation.
d) Should agree with Line 26 )
fote: - Companies filing FERC form 2 should submit a copy of their comparable schedule in addition (o conpleting the above schedule. .. . coa. oo
Ny
Page 24
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EDULE XIX
pamy: CINERGY CORP.

SCHEDULE XIX - GAS USED FOR ELECTRIC GENERATION

Y - This schedule is imtended to collect data for all gas used for the generation of electricity for sale including that used by combination
g where such gas does not flow through the gas department and is thercfore not considered a sale. Where revennes are not devived fromthe gas
in transfers), please report the cost of the gas. Gas incloded in Lines | and 2 of the schedule should also be reported in Schedule XXX, Lites 7
8. Companics operating in more than one state should complete this schadule for zach state in which they operate. Enter count of industrial

tomers who fall into more than one category only in category of greater usage,

CLUDED IN SALES IN SCHEDULE XX:

Elctric Generation - Firm(a)

Electric Generation - Interruptible (a)
WNoautility Generation - Furm (1)
Nomutility Generation - Interruptible (a)
Towl Sales for Electric Generation

TERDEPARTMENTAL TRANSFERS (Not reported in Schedule X3X)

Gas used in Elec. Gen by reporting company if mot shown in line
1 or 2 (inchuding pas used by electric department of Combination
Compztics and the Corresponding Costs)

TOTAL GAS USED FOR ELECTRIC GENERATION

)  Government Services inchuded in above:

--\\_,/' 1]
intemuplible
0. Total Goverament Service

Frasem T

1blEstimatedbData

19.1
19.2
193
194
195

19.6
19.7

[ = F. 1 THFTY ¥

State: X
VYolurmes Revenus Customers
(000 of 3) {Average)
0 0 0
0 0 ¢
0 o o
0 0 0
0 0 0
0 0 0
0 6] 0
0 0 (1]
Li] 0 0
0 0 0
Page 25
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[ Page 26  UNIFORM STATISTICAL REPORT ~ YEAR ENDED DECEMBER 31, 2000

Company: Cinergy Corp. (CIN)
SCHEDULE XIX - GAS USED FOR ELECTRIC GENERATION
NOTES: REMARKS AND SUPPLEMENTAL INFORMATION:

—  Vohmnes of gas to Cinergy’s electric generation units is accounted by the pas department and therefore is listed
in Schedule XVIIL ‘
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SSIFICATIONS OF GAS VOLUMES, REVENUES AND CUSTOMERS ST VPP PR
peaty: CINERGY CORP. State: X3

«it: XX - CLASSIFICATIONS OF GAS VOLUMES, REVENUES AND CUSTOMERS

»,

oi-wies operating in more than one state should complete this schedule for each state in which they operate.

[ t Data for All Types of Gases EXCEPT BOTTLED GAS. .

&' Average number oFbills rendered should be based on twelve monthly figunes. Uitilities not reading all meters each month
.  for uoread meters of active customers. Enter courtt of customers who fall into more than one category only in category of
idential Heating Data: Furnish estimates, if figures are not available directly from company records, of all residential heating

ude amounts associated with other appliance usage of these customiers.

muptible: Include those customers whose service may be interrupted only during emergencies, are to be considered fam. If any
ideatial, "other™, o resale catepoties are internuptible, please tist the appropriate terms and dollars on a separate sheet. (FB for More
ner Sales(Cotumns | and 2, Lines { 1, 12, 13, and 14): Inciude Data Pataining to sales and revenuss in FERC Accounts 482 and 484.
her Operating Revenues(Line 19): Iniclude total FERC Accounts 485 through 496.

Valumes . Reventes Customers
Units{c) (a) (5000) (b) Average Year End
sidential Sales Colurm 1 Colunm 2 Colunm 3 Columm 4
1. With Heating ) 20,1, 39331616 287753 395799 407633
2. Withow Heating - . 20,2, 0 ’ 0 0
smmmercial Sales
3. Fim 20,3, }16285374 116328 139058 40439
4. intemuptible 204, |, 0 0 Yo
wdusiria! Sales .
5. Finm-Excluding Electric Generation 20,5, 2850879 17785 1447 1557
6. Intemmrible-Exchuding Electric Generation | 20,6, |y ¢ 0 0
El-;: Jeneration
" potric Utilides-Firm 207, b 0 0 ]
8. EBlectric Utilities-Interruptible 208, 1 0 0 0
9. Monutility Geaeration-Firm 208, 1o 0 0 0
10 Nonutility Generation-Internuptible 20,10, | 0 o 0
her Sales ‘
11 Refueling Stations for Vehicular Fusl 20,11, 0 ) 0 o
12 Municipal and Other Public Authorities 20,12, h1057868 12564 1327 1354
13 \nterdeparunental _ 20,13, 233206 788 0 0
14 Other - 20,14, 0 0 0
15 TOTAL SALES, LINES t THRU 14 20,15, sn668943 429218 437631 450983
16 Guas Unilities(for Resale) 20,16, 1318143 2545 1 l
17. TOTAL GAS SALES, REVENUES, CUSTOMERS 120,17, 0987086 431763 437632 450984 .
18. Trnsportation Volumes to End Users ‘ 20,18, l42350438 55886 45506 38472
19. Other Operatitig Revenues T 20,19, - 5212 T S S
20. Less Provision for Rate Refund 20,20, 0
21. TOTAL GAS OPERATING REVENUES (¢} 20,21, 492861
22, Average BTU as Distribuuted 2022,
¢ illed at diffcrent Bu value from that shown on Line 22, indicate Btu value for bilting: 0 per cubic foot.
-~ udes unbilled revenues of mS 32886 for 2803407 on line(s)

(c) Should agree with Schedule I, Gas Cohrmm, Line 1.
Note: Figures for each class of service, other thon gas for resale, should agree with Schedule XX
Page 27
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SSIFICATIONS OF GAS VOLUMES, REVENUES AND CUSTOMERS
pany: CINERGY CORP.

Time Period: 2000
Stat=: OH

sdule XX - CLASSIFICATIONS OF GAS VOLUMES, REVENUES AND CUSTOMERS

panies operating in more than onc state should complete this schedule for ezch state in which they operate.

;'. 1Data for All Types of Gases EXCEPT BOTTLED GAS.

. Avemge number of'bills rendered should be based on twelve monthly figures. Utilities not reading alt meters each month

.ar unread meters of active customers. Fater count of customers who fall inte more than one category only in category of
ndcntnl Heating Data: Fumnish estimates, if figures are not available directly from company records, of all residential heating

ude amounts associated with other appliance usage of these customers.
rruptible: Include those custamers whose sevice nay be interrupted only during emergencies, are to be considered firm. [fany

dential, “other”, ot resale calegorties are interruptible, please list the appropriate terms and doliars on a separate shect. (F8 for More

#f Sales{Cotunms 1 and 2, Lines 11, 12, 13, and 14): lnchchataPmmgtoulsmdmmcsmFERCAccomtsﬂlmdm

er Operating Revenues(Line 19): Inichsde total FERC Accounts 485 through 496.

Volumes Revenues Customers:
Units{c}  (a) ($000) (b) Average Year End

ddential Sales Colun 1 Columm 2 Colurmn 3 Cotunm 4
I With Heating 20,1, |31475869 226863 314144 324671

2. Without Heatlng 202, Iy 0 0 0

mmercia) Sales

3. Fimm 203, hi12927760 87928 31943 33219

4. Intemuptible 204, Jo D 0 1o
{ustrial Sales

5. Fimn-BExchuding Electric Generation 205, |ag71020 13016 1182 1292

6. Interruptible-Excludiog Electric Generation 206, Iy 0 0 0

v ‘neration

. ric Utlities-Firm 207, 0 0 0

8. Elecuic Utitities-Interruptible 208, 0 0 [}

9. Nonutility Generation-Firm 20,9, o 0 0

10 Nonatility Generation-Enterruptible 20,10, ko 0 o 0

ber Sales

11 Refieling Stations for Velicular Fucl 20,11, 0 0 1o

12 Muumicipal and Other Public Authorities 20,12, )1412297 8974 ot4 939

13 Interdepartmental 20,13, 28506 757 0 0

14 Other _ 20,14, 3, ¢ 0 0

15 TOTAL SALES, LINES | THRU 14 20,15, lyp115452 337543 348183 350121

16 Gas Utilities(for Resale) 20,16, HD 0 0 0

17. TOTAL GAS SALES, REVENUES, CUSTOMERS 120,17, l4g 115452 137543 348183 360121

{8. Transportation Volumes to End Users 20,18, 37673989 51072 45430 38398

19. Other Operating Reverues 20, a1

20. Less Provision for Rate Refund 20,20, 0

21. TOTAL GAS OPERATING REVENUES {c) 2021, 392926

22, Average BTU as Distributed 2022, 1y 029

) """ iked at different Bt value from that shown on Line 22, indicate Bt value for billing:. @ per cubic foot. '
4. lesunbilled revenues of m¥ . 26299 for 2275549 oa line(s) 2

) Sedld agree with Schedule I, Gas Colurnn, Line 1.
lote: Figures for each class of service, other than pas for resale, should agree with Schedule XXIIL
Page 28
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SSIFICATIONS OF GAS VOLUMES, REVENUES AND CUSTOMERS
pany: CINERGY CORP.

LG Ferou: 2um
© State: 8

edule XX - CLASSIFICATIONS OF G.AS VOLUMES, REVENUES AND CUSTOMERS

npanics opersting in more than one viate should complets this schedule for each state in which they oprate.

[ 4 vt Data for All Types of Gases EXCEPT BOTTLED GAS. .
"'l'x\,/ Average number of bills rendered should be based on twelve monthly figures. Utilities not reading all meters cach month N
w 7 forunread metess of active customers. Enter count of customers who fall into more than one category only in category of ‘
idential Heating Data: Fumish estinmtes, if figures are not availeble directly from company reconds, of all residential beating

lwde amoumts assaciated with other appliance usage of these customers.

sruptible: Include those customers whose service nay be internupled only during emergencies, are to be considered firm. If any

idential, "other”, or resak categories are intetryptible, please list the sppropriate temms and dollars on a separate sheet. (8 for More

rer Sales(Cohumnns 1 and 2, Lings 11, 12, 13, md 14): Include Data Pertaining to sales and revenues in FERC Accounts 452 and 484..

rer Operating Revenves{Line 19). Inichede total FERC Accounts 485 through 496.

Volumes Revenues Customness
Units{c) (a) {$000} {b) Average Year End
sidential Sakes Columa | Colunm 2 Coharm 3 Colurnn 4
1. With Heating 20,1, j4g9e42 3877 5311 5384
2. Without Heating 202, |g 0 o 0
immercial Sales
3. Firm 203, 51662 1538 642 659
4. Imerruptible 204, |y 0 0 0
dustrial Sales
5. Fimm-Excluding Flectric Generation 205, 1107239 535 20 18
6. Interruptible-Excluding Electric Generation 2086, | o 0 a
lg “eneration
\....." ectric Utilities-Finm 207, 0 0 )
8. Electric Utilities-Internmtible 208, 0 0 0
9. Noutility Generation-Firm 209, §o 0 0 0
10 Nogutility Generation-Intemuptible 20,10, 0 0 0
nher Sales
11 Refueling Stations for Vehicular Fuel 20,11, § P o ¢
12 Municipal and Otber Public Authorities 20,12, 59659 347 61 60
13 Interdepartmental 20,13, 0
14 Other ] 20,14, Jo 0
15 TOTAL SALES, LINES | THRU 14 20,15, Igom] 6297 6034 6121
16 Gas Lhilities(for Resale) 20,16, l318143 1334 1 1
17. TOTAL GAS SALES, REVENUES, CUSTOMERS  [20,17, }1226546 7631 6035 5122
i8. Trnsportation Vohmes to End Users 20,18, 1798632 312 6 6
t9. Other Operating Revemes =~ - - 2009, — - g i
20. Less Provision for Rate Refund 20,20, 0
21. TOTAL GAS OPERATING REVENUES (c) 20,21, 7985
22, Average BTU as Distributed 2022, 11.025
‘& ““illed at different Bt vatue from that shown on Line 22, indicate Btu value for billing: 0 per cubic. foot
. wesunbilled revenues of m§ 3N for 30744 online(s) 2 ;

[c) Should agree with Schedule Il, Gas Cohumn, Line 1.
Note: Figures for each class of service, other than gas for resale, should agree with Schedule XXIIE
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SSIFICATIONS OF GAS VOLUMES, REVENUES AND CUSTOMERS
pany: CINERGY CORP.

Time Period: 2000
State: KY

edule XX - CLASSIFICATIONS OF GAS VOLUMES, REVENUES AND CUSTOMERS

mpanies operating in more than one shate shoukd complete this schedule for each state in which they operate.
£ t Data for All Types of Gases EXCEPT BOTTLED GAS.
\__ﬂ Avmgcmmi:uofbﬂ!sm:daedsbwldhcbuodonhﬁelvennndﬂyﬁgmes Uuhuamlmdmganuﬁmmhmmh
%.. .« for unread meters of active custamers. Euter count of customers who fall into more than ons category only in category of
idential Heating Data: Furnish estimates, if figures are nat available directly from company tecords, of all residential heating
fude ammmis associated with other appliance usage of these customers.
sruptible: Inchude those customers whose service may be internupted only during emergencies, are to be considered firm. 17 any
identisl, "other™, or resale categurics tre interruptible, please list the appropriate terms and dollers on # separate sheet. (F§ for More

v Sakes(Cotumns | wnd 2, Lines 11,12, 13, and 14): Include Data Pertaining to sales and revenues in FERC Accounts 482 and 484,

»y Operating Reveoues(Line 19): Iniclude total FERC Accounts 485 through 496.

1

Volumes Revenues Customers
‘ Units{c) (a) (3000) (b) Average Year End
sidential Sates Colunmn 1 Column 2 Column 3 Column 4
1. With Heating 20.1, J7365904 57008 76344 77578
2. Without Heating 202, Iy 0 0 1o
wrrpercisl Sales
3. Firm 203, 15105952 20862 6473 6561
4. Interruptible 204, fo o 0 0
dustrial Sales
5. Fim-Exchuding Electric Generation 20,5, 672620 4234 245 2'47
6. Interruptible-Exchuding Electric Generation 206, |p 0 0 o
ke ‘eneration
RO xiric Utilities-Firm 20,7, It) 1] i) ]
8. Electric Unilities-Interruptible W08, | 0 0 0
9. Nonutility Generation-Firm 20,9, ¥ 0 a g
)0 Nomutility Genemtion-Intermuptible 20,10, I 0 0 1o
ther Sales
11 Refucling Stations for Vehiculsr Fucl 20,11, |y 0 0 0
12 Muzicipal and Other Public Authiorities 2012, L9512 3243 ELY) 355
13 Interdepartmenta} 20,13, }4-,00 31 0 0
14 Other _ 20,14, |y 0 0 0
15 TOTAL SALES, LINES 1 THRU 14 20,15, §1 1645088 85378 83414 84741
16 Gas Utilities(for Resale) 20,16, s 1211 o ¢
17. TOTAL GAS SALES, REVENUES, CUSTOMERS 120,17, ;1645088 86589 83414 84741 .
]8 - Tmnspomuon Volumes to End Users 20,33, 3877817 4502 70 68
19. Other Openating Revenues 20,19, 859 Y
20. Less Provision for Rate Refund 20,20, o
21. TOTAL GAS OPERATING REVENUES (c) 20,21, 91950
22.  Average BTU ss Distributed 20.22,1;.034
B " “lled st different Btu value from that shown on Line 22, indicate Btu value for billing: O pex cubic foot
Y. lesunbilied revenues of m§ 5193 for 497114 online(s) 2

%) suonld agree with Schedule I, Gas Cohumn, Line |

dote: Figures for each class of setvice, other than gas for resale, should agree with Schedule YOUIT.

Aama 1
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[ Page 31 UNIFORM STATISTICAL REPORT — YEAR ENDED DECEMBER 31, 2000 ]

Company: Cinergy Corp. (CIN)
SCHEDULE XX ~ CLASSIFICATION OF GAS VOLUMES, REVENUES, REVENUES AND CUSTOMERS

NOTES: REMARKS AND SUPPLEMENTAL INFORMATION

{d) Scheduled XX Classification of Gas Volumes, Revenues, Revenues and Customers will not tie to line 14 of
Schedule XVIII Gas Transported for Others, due to Schedule XX requested sales information, whereas
Schedule XVIN is gas transportation information.

(¢) The total system page automatically totals Cinergy's utility subsidiaries, consolidates the average Bm statistics,
and does not include non-utility and inter-company information. Therefore, Schedule XX, line 21, colunm 2
will nat tie to Schedule I, line 1, column 3; and Schedule XX, line 15 will nat tie to Schedule XTIV, line 24,

columm 2.
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EDULE X171
sany: CINERGY CORP.

i St T AT V)

[ED! ILE XX11 - MAXIMUM AND MINIMUM DAY SENDOUT (M-DEKATHERMS)

t "*\_, & Repont smallest/greatest actual totai gas sendout occurring in a specified 24-hour period. If comtract with pipeline supplier(s)
dfy wnat all firm requirements of your company will be supplied, please check here.

Minitmem Day Maximum Day
Sendout (a) Sendowt
Regular Production(h) 21 0 0
Pesk Shaving Facilities 222 30621 31497
Purchases n3 B10595 833778
Compary Owned Underground Storage 24 308 316
Withdrawn from Other Storage(d) 25 0 0
Other Supply { )} 226 0 0
TOTAL 2.7 E41524 865591
Date raxisoum or Minimum ocourred. MIN: T 07012000 MAX 012772000
Sendout to Interruptible Cusiomers 28 1 T e
Curilment of Interruptibie Customers 229 OOXK o
Average Temperatare on Day of Maximum 22.10 XXOOOEKX 0
)} Exchading injections into underground
} Inchuding natura) gas and/or manufgctred
), ‘wle company owned gas which s stored
j e udes supplies withdrawn from buried
}  Show transponation vatimes here.
Page 32
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DULEXXVI
nny: CINERGY CORP.

EDULE XXV1- MILES OF PIPELINE AND COMPRESSOR STATION DATA

f.___TONS: Companies operating in more than one state should commplete this schedule for each statc in which ey operate.

A JATHERING Inchudz pipe transporting natural gas from individua wells to compressor station, processing point, or main trunk pipe line,

shever is focated closest to wells on the tine system.

ANSMISSION: Inchude mmain trunk pipe Hines and branch lines mnsporhng £3$ to city gates or between retail service areas, as well as subsidiary

ler lines ot includéd in field and gathering.

TRIBUTION: Include mains mdmpenmpmmggasmmmrmdmm.

Fidld & Gathering 26.1
lerground Storage 26.2
\’/nsmission 26.3
Distribution Mains (Total) 26.4
New 26.5
Replacement 26.6
Distribution Services (Total) 26.7
New 26.8
Replacement 269

¢ TOTAL MILES

*OMPRESSOR STATION DATA (b)

1. Number of Active Compressor Stations
2. Installed Compressor Horsepower

26.10

) Include replacement and new pipe, even though not yet placed in service
b) Do not inctude Booster or pumping stations usod within a local distribution system.

*arya

ALL TYPES OF GAS
Gross New Mileage Instatled During Total Mileage as of
Year (a)
Steel Plastic. " Other Steel Plastic Other
0 0 0 0 0 0
0 0 0 0 IH 0
0 0 0 350 Q0 0
-1 162 -3 3358 1474 11
-1 102 -3 WOO00ODX X300 2000XKXXX
V] 0 0 VOOCOO  XO00O0X 300000
=25 201 n 835.00 114700 149600
25 201 31 CCOO0GC XO00XXX 300X
0.00 0.00 0.00 JOOO0COO0 00000000 IXXXKXXX
=26 303 28 4543 4621 2687
Field Storage Transmission
26.13 0 i) o
26.14 0 0 0
Page 33

lblEstimatedData

State: XXX

KOT MARKED FOR RELEAS



EDULE XxXV1 ‘Lame Penod: 200
pany: CINERGY CORP. = State: OH

" [EDULE XXXV - MILES OF PIPELINE AND COMPRESSOR STATION DATA
P m— asam— —————

“i__-[TONS: Comganies operating in more than one state should complete this schedule for each state in which they eperte.

L.. - GATHERING: Include pipe transporting natural gas from individual wells to compressor station, processing point, or main tnmk pipe line,
chever is located closest o wells on the line system.

ANSMISSION: Inchude main tunk pipe lines and branch lines transporting gas to city gates or between retail service areas, as well as subsidiary
ter lines not inctuded in fickd and gathering,

sTRIBUTION: Include mains and pipe transporting gas within retail service areas.

ALL TYPES OF GAS
Gross New Mileage Installed During Total Mileage as of 1231
Year(a)
Steel_ Plastic Other Steel Flastic Other
Field & Gathering 26.1 0 i} ) ¢
. srground Storage 262 ) o i} 1]
™ asmission 263 0 0 217 0
Distribution Mains (Total) 264 5 77 -5 2616 1122 1018
New 265 5 77 S XO0000KX  XO0COMKXX  X0D00XKX
Replacernent 26.6 0 0 o 1 X0OKXXX  XOOOOKKX X000
Distribution Services (Towal) 267 -19 144 30 698.00 2462.00 1245.00
New 2638 -19 144 30 | X0000XX  X00OKKXX  X0000XKKX
Replacement 269 0.00 0.00 0.00 XCOO0o X000 30000
) TOTALMILES / 26.10 24 221 25 3531 3584 2167
OMPRESSOR STATION DATA (b)
Field Storage Transmission
. Number of Active Compressor Stations 26.13 )} 0 0
1. lnstalled Compressor Horsepower _ 26.14 0 : 0 o
1) Include replacement and new pipe, even though not yet placed in service
1) Do not include Booster or pumping stations used within a loca! distribution system.
K./‘
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EDULE XXV]
pany: CINERGY CORP.

EIEDULEXXVI-MILESOFPIPEI.INEANDCOWRESSOi STATION DATA .

L

:f\h/ TIONS:. Companies operating im more than one state should complete this schedule for each state in which they operate.

L. . GATHERING: Inciude pipe transporting nanural gas firom individual wells (o compressor station, processing point, or main trunk pipe line,
ichever is locatad closest to wels ou the line system. '

ANSMISSION: Inchude main trunk pipe lines and branch lines transporting gas 1o city gates or between retail service areas, as well as subsidiary
der lines not included i field mmd gathesing,

STRIBUTION: Include mains and pipe transporting gas within vetail service areas.

£ A A, et

State: I!

ALL TYPES OF GAS
Gross New Mileage installed During Total Mileage as of 12731
Year (@)
Steel Phastic Other Steel Plastic Other
Field & Gathering 26.1 0 0 0 0 0 0
- .dagmtmd Storape 262 ] 0 g o ] 0
.~ msmission 263 0 0 0 4 0 o .
Distribution Mains (Total) 264 0 0 3 121 33 1
. - New 26.5 0 0 1] OO00OXX X000 X0o0oomx
. Replacement 26.6 0 0 o | J00000DX  XOODXNX XXXXXXXX
" Distribution Services (Total) 267 -2 4 1 23.00 50.00 4.00
i New 268 2 4 1 OO, XOOOOXY - X030 K
), Replacement 289 0.00 0.00 0.00 HOOXXX XXXAXAX XXX XXX
0 TOTAL MILES 26.10 -2 4 4 148 83 -]
JOMPRESSOR SI:ATION DATA (b)
Field Storage Transmission

1. Number of Active Compressor Stations 26.13 0 0 0

f2. Installed Compiressor Horsepower 26.14 0 0 0
{8) Inchude replacement gnd new pipe, even thouph not yet placed in service
(b) Do not include Baosier or pumping stations used within a local distribution system.

!-\(‘-. -
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EDULE XXVI Time Period: 2000
tmny: CINERGY CORP. ' State: KY

HEDULE XXV1 - MILES OF PIPELINE AND COMPRESSOR STATION DATA
L i - T

i 1

b "~ [JONS: Companies operiting in more than ose state should complets this schedule for each state in which they operate.

1D & GATHERING: Include pipe tansporting natural gas from individual wells to compressor station, processing point, or main trunk pipe line,
ichever is Jocated closest Lo wells on the lne system.

ANSMISSION: Inchude main tnnk pipe lines and branch lines transpotting gas to ¢ity gales or between retail service arcas, as well as subsidiary
der lines not included o field and gathering.

STRIBUTION: Inchide mains and pipe transporting gas within retail service areas.

ALL TYPES OF GAS
Gross New Mileage Insafled During Total Mileage as of 12131
. Year (a)
Steel Plastic Other Steel Plastic Other
74 & Gathering 261 0 0 0 0 o 0
S wground Storage 262 0 0 (] 0 0 Q
- «dnSTESSion 263 0 1} 0 129 0 a
Distribution Mains (Total) 264 4 25 -1 621 - 319 172
New 265 4 25 -1 XOXOKX 0000000 X000 X
Replacement 26.6 0 0 XOOOOKK,  XOODOXXXX  XXXXXXXX
Distribution Services (Total) 267 4 53 0 114.00 635.00 243.00
New 26.8 4 53 0 WVEOKXK 000000 X0000KXX
Replacement 269 0.00 0.00 0.00 OGO XXODIXXX  XXMXXXXX
0 TOTALMILES 26.10 0 78 -1 - 864 954 415
OMPRESSOR STATION DATA (b)
Field Storage Transymssion
1. Numiber of Active Contpressor Stations 26.13 0
2. Installed Compressor Horsepower 26.14 1] 0 0
8) Include replacement and new pipe, even though not yet placed in service
b Do not include Booster or pumping stations used within a local distribution system.
i\\.\_ - -
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EDULEXXVI

e renoa; zu

pany: CINERGY CORP.
CONFIDENTIAL '
INFORMATION
B Construction Expepditures
{Tbousands of §)
Actual Estimated
ALL TYPES OF GAS
2000 2001 2002 2003 2004
— o ]
Intangible Plant 271 0 0 0 0 o
General and Miscellansous Plant 212 1557 1445 1488 1531 1579
oduction .
SNG Plant 273 o o 0 0 0
NG Plant 274 0 o ) 0 o
- LNG Ships 215 0 0 0 0 0
Propane Plant 216 450 962 989 1017 1047
Exploaation &._Drillin,g 2117 0 0 0 ) o
Other {specify} 278 0 0 0 a 0
TOTAL PRODUCTION 279 450 962 989 1017 1047
0. New & Replacement Pipelines 27.10 0 0 ()] 0 0
l. Compressor Stations 27.11 63 0 o 0 0
2. Other (specify) m 0 0 0 0 0
3 AL TRANSMISSION 2713 631 0 0 a i}
AN
14.  Underground Storage 27.14 o 0 ° 0 ol .
15, LNG Storage, Terntinaling, & Processing 27.15 0 0 0 O 0
16, Other (specify) 27.16 0 0 0 0 0
17. TOTAL STORAGE 27.17 0 0 0 0 ‘0
18.  New & Replscemen! Main and Service Lines 27.18 23238 61609 109961 103720 104915
19, Compressor Stations 27.19 0 0 0 o 0
20.  Other (specify) Measuring & Regulatiug 27.20 20892 23667 22949 23615 24299
2]. TOTAL DISTRIBUTION 1.0 44130} 85276 132910 127335 120214
22, TOTAL CONSTRUCTION EXPENDITURES nn 46200 87683 135387 129883 131840
23.  Additional Funds Necessary in excess of
Construction Expendieures 1723 0 0 ° 0 8
24. Total Funds Required (fine 22 + 23) 2724 46200 87683 . 135387 129883 11840
Method of Financing Funds (Percent)
25.  intermal Sources (3) 2725 0.00 0.00 © 000 0.00 0.00
26.  Equity lssues (a) 726 0.00 0.00 0.00 0.00 0.00
27.  Debt Issues (2} 2121 100.00 100.00 ' 100.00 100.00 100.00
23 Bonds (if avaitable)(b) 21.28 0.00 0.00 0.00 0.00 0.00
29. Debentures (if availablcXb) 2129 0.00 0.00 0.00 0.00 0.00
? Long Term Notes (if svailsble)(b) 2730 0.00 0.00 0.00 0.00 0.00
. Shont Term Notes (Net, if availableXb) 3 0.00 100.00 100.00 100.00 100.00
* If figures are in Constant Doltars, please give adjustment factor used k) 0
{a) Sum of Lincs 25, 26, and 27 should equal 100% -
(b} Sum of Lines 28,29, 30, and 31 shauld equal 100% and represent percentage breakdown of "Debt Issues Total” on Line 27, Page 37
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dule XX1 Residentia! Gas Househeating Survey Time Pexiod: 2000
pany: CINERGY CORP. . State: OH

chedul XX1 Residential Gas Houschestmg Survey : OPERATING STATE OH
Aoy U

‘ENTIAL CUSTOMER DATA
' ge of bomes in service area with gas service

reentage of your customers that use gas for space heat

i. 2000 RESIDENTIAL GAS APPLIANCE INFORMATION

\anual Consumption per unit furmacefboiler (Mcf)

wnial Consurmption per unit Water Heater (Mcf)

wnnual Consumption per unit Gas Range (Mcf)

innual Consumption per unit Gas Clothes Dryer (Mcl)

wnnual Consumption per unit Gas Fireplace/ Hearth products (Mcf)

ole ©o @lo

> BILL PAYMENT ASSISTANCE PROGRAMS
‘ota) dollar amount of bill payment assistance provided by Ratepayers 0

‘otal dollar emount of bill payment assistance provided by Shareholders
roral dollar amount of bill payment assistance provided by Others 0 .

1000 GAS SPACE HEATING UNIT INVENTORY
ADDITIONS from New Construction

lotal Conversions TO Natural Gas

Sonversions TO Natural Gas from Existing electric heated units
b} ns TO Natural Gas from existing oil heatad units
3 .ons TO Namural Gas from other/mknown

Total Losses from Demolition and Conversions

istimated % of new residential customers from conversions

LIl

JOMPETITIVE FUEL PRICES
Propane residential price (cents/gallon) 0.0000

Dristillate Ol (#2) residential price (cents/gallon) 0.0000

FLOSSARY

3L PAYMENT ASSITANCE- Amount of funds the utility helpad to provide Energy customars for defraying cnergy bills. Excludes government
ssistance from LIHEAP

JOMNVERSIONS- Existing housing units, which formerly consumed an energy other than natural gas (eil, propane, eleciricity, coal, wood,
x renewables) 1o meet space heating requirements, that coniverted to opetate on matural gas in 1999, Donotmh:decunvensmnfrmnone
type of natural gas equipraent to another. et g i R

{EW CONSTRUCTION- new single-family residential gas bomes that were COMPLETED in: 2000
{ERVICE AREA- Defined as the teritary in which a utility system is required o has the right to supply gas service to sll potential customers

JAS HEARTH/FIREPLACE PRODUCTS- Refers to products that bum vatural gas and includes stoves, ventless, and gas logs. Not wood buming
woducts.
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DUKE ENERGY OHIO
Case Nos. 07-589-GA-AIR
Supplemental Information (C)(3)

Prospectuses of current stock and/or bond offering of the applicant, and/or of parent
company if applicant is a wholly owned subsidiary. In the event there are no current
offerings, then provide the most recent offerings.

Response: See Attached.

Sponsoring Witness: Lynn J, Good



Supplemental (c}3)

PROSPECTUS SUPPLEMENT
{To Prospectus dated June 12, 2003)

$400,000,000

The Cincinnati Gas & Electric Company
$200,000,000 2003 Series A 5.40% Debentures Due 2033
$200,000,000 2003 Series B 5%% Debentures Due 2033

The Series A Debentures will bear interest at 5.40% per year and will mature on June 15, 2033, The
Scrics B Debentures will bear interest at %% per year and will mature on June 15, 2033, We will pay interest on

the Series A and Serics B Debentures on June 15 and December 15 of each year, beginning on December 15,
2003,

We may redeem some or all of the Scries A and Series B Debentures at any time before maturity at prices
described in this prospectus supplement. The Series A and Series B Debentures will not be subject to any sinking
fund. The Series A and Series B Debentures will be senior unsecured indebtedness of the Company and will
rank equaily with all of our other senior unsecured indebtedness.

We will not make application to list the Series A or Series B Debentures on any securities exchange or to
include them in any automated quotation system.

Underwriting

Price 1o Discounis and Froceedds
Publie(l) Commissions to Company
Per Series A Debenture . ... o i e 99.764% 0.875% 08.889%
Series A Debentures Total . .. .o oo oo v e $199,528,000 $1,750,000 $197,778,000
Per Scrics BDehenture . v v v oo e o i e s i e 96.396% 0.875% 98.521%
Serics B Debentures Total . oo 0o v o v e $198,792,000 $1,750,000 $197,042,000
Total . . .. e e e e e $398,320,000 $3,500,000 $394,820,000

(1) Plus accrucd interest, if any, from Junc 16, 2003.

The Debentures will be ready for delivery in book-entry form only through The Depository Trust Company
on or about Jun¢ 16, 2003.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securitics, or determined if this prospectus supplement or the accompanying prospectus is
truthful or complete. Any representation to the contrary is a criminal offense.

Series A Debentures

Sole Manager
Barclays Capital

Series B Debentures

Lead Manager

Barclays Capital

Co-managers

Banc One Capitai Markets, Inc,
Citigroup
Credit Lyonnais Securities (USA})
ABN AMRQO Incorporated

UBS Investment Bank
The date of this prospectus supplement is June 12, 2003
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The accompanying prospectus is part of a registration statement we filed with the Securities and
Exchange Commission, You should rely only on the information we have provided or incorporated by
reference in this prospectus supplement and the accompanying prospectus. We and the underwriters
have not authorized anyone to provide you with additional or different information. If anyone provides
you with different or inconsistent information, you should not rely on it. We are not and the
undcrwriters arc not making an offer to sell these securitics in any jurisdiction where the offer or sale
is not permitted. You should assume that the information in this prospectus supplement and the
accompanying prospectus is accurate only as of the daie on the front of the document and that any
information we have incorporated by reference is accurate only as of the date of the document
incorporated by reference. Our business, financial condition, results of operations and prospects may
have changed since these dates.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first is this prospectus supplement, which describes the specific
terms of the securities we are offering and certain other matters relating to us. The second part, the
accompanying prospectus, gives more general information about securities we may offer from time to
time, some of which may not apply to the securities we are offering pursuant to this prospectus
supplement. I the description of the offering varies between this prospectus supplement and the
accompanying prospectus, you should rely on the information in this prospectus supplement,

To understand the terms of the Debentures offered by this prospectus supplement and the
accompanying prospectus, you should carcfully read this prospectus supplement and the accompanying
prospectus, You should also read the documents referred to in “Where You Can Find More
Information” on pages 3-4 of the accompanying prospectus for information about us and our financial
statements.

Unless we have indicated otherwise, or the context otherwise requires, references in this prospectus
supplement and the accompanying prospectus to “CG&E,” “the Company,” “we,” “us” and “our” or
similar terms arc to The Cincinnati Gas & Electric Company,

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The Securities and Exchange Commission {the “Commission™) allows us 0 “incorporate by
reference” the information we file with them, which means that we can disclose important information
to you by referring you to those documents. The information incorporated by reference is an important
part of this prospectus supplement and the accompanying prospectus. In addition to the information
incorporated by reference as described in “Where You Can Find More Information™ on pages 3-4 of
the accompanying prospectus, we incorporate by reference the documents listed below and any future
filings made with the Commission under Sections 13(a), 13(c), 14 or 15(¢) of the Securities Exchange
Act of 1934 until we seli all of the Debentures:

* Quarterly Report on Form 10-Q for the quarter ended March 31, 2003; and
¢ Current Report on Form 8-K filed with the Commission on June 10, 2003.

The financial information in the Annual Report on Form 10-K for the year ended December 31,
2002 incarporated by reference in this prospectus has been superseded by the information contained in
the Current Report on Form 8-K referred to above. You may request a copy of these filings at no cost,
by writing or telephoning the office of Wendy L. Aumiller, Treasurer, ‘The Cincinnati Gas & Electric
Company, 139 East Fourth Street, Cincinnati, Ohio 45202, telephone number (513) 421-9500.



DISCLOSURE ABOUT FORWARD-LOQKING STATEMENTS

This prospectus supplement and the accompanying prospectus contain or incorporate by reference
statements that do not dircctly or exclusively relate to historical facts. These types of statements are
forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995.
They represent our intentions, plans, expectations, assumptions and heliefs about future events.
Forward-looking statcments involve risks and uncertainties that may cause actual results to be
materially different from the results predicted. Factors that could cause actual results to differ are often
presented with forward-looking statements. [n addition, other factors could cause actual results to differ
matcrially from those indicated in any forward-looking statement. These include:

* Factors affecting operations, such as;
* unusual weather conditions;
+ unscheduled generation outages;
* unusual maintenance or repairs;
* unanticipated changes in costs;

= environmental incidents, including costs of compliance with existing and future
environmental requirements; and

*» electric transmission or gas pipeline system constraints.
* Legislative and regulatory initiatives,
* Additional competition in electric or gas markets and continued industry consolidation.
* Financial or regulatory accounting principles.

* Political, legal and economic conditions and developments in the countries in which we have a
presence,

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

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

* Availability of, or cost of, capital.
* Employce workforee factors.

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

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

Thesc and other factors are discussed in our reports filed with the Commission. We are not
required to revise or update forward-looking statements (whether as a result of changes in actual
results, changes in assumptions or other factors affecting the statements). Qur forward-looking
statements reflect our best beliefs as of the time they are made and may not be updated for subsequent
developments.
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SUMMARY

This prospectus supplement contains the terms of this offering of Debentures. The prospectus
supplement may add, update or change information in the accompanying prospectus, To the extent they
are inconsistent, the information in this prospectus supplement will supersede the information in the
accompanying prospectus.

The Company

The Cincinnati Gas & Electric Company, an Ohio corperation, is a wholly-owned subsidiary of
Cinergy Corp., a registered holding company under the Public Utility Holding Company Act of 1935,
The Company is a combination electric and gas public utility company and is engaged in the
production, transmission, distribution, and sale of electricity and the sale and transportation of natural
gas. See “The Company” on page S-6 of this prospectus supplement.

The Oftering
Securities Offered . . . .. ........ .. $200,000,000 aggregate principal amount of 2003 Series A
5.40% Debentures Due 2033 (the “Series A Debentures”} and

$200,000,000 aggregate principal amount of 2003 Serics B
5%% Dcbentures Due 2033 (the “Serics B Debentures™)

Interest Payment Dates . . .. ....... June 15 and December 15 of each year, beginning
December 15, 2003

Maturity Date . ................ The Series A Debentures and the Series B Debentures will
each mature on June 15, 2033,

Optional Redemption . ........... We will have the right to redeem the Debentures, in whole or

from time to time in part, at our option on not less than 30
nor more than 60 days’ notice, at a redemption price equal to
the sum of (i) the principat amount of the Debentures being
redeemed plus accrued and unpaid interest thereon to the
redemption date, and (ii) a make-whole amount, if any, as
more fully described in “Certain Terms of the Debentures—
Optional Redemption by CG&E" on page S-10 of this
prospectus supplement,

Useof Proceeds ................ We anticipate the net proceeds from the sale of the
Debentures will be approximately $394.2 million after
deducting underwriting discounts and commissions and
estimated cxpenscs totaling approximately $4.1 million. In
June 2003, Barclays Capital Inc. agreed to purchase
3100,000,000 aggregate principal amount of our outstanding
6.35% Resct Put Sceuritics (REPS)™ Due 2038 and certain
agreements related to the REPS, from the holder thereoi, on
June 16, 2003. We have agreed to exchange the REPS and the
agreements related thereto for approximately $138.6 million
principal amount of the Series A Debentures and fo receive
cash for the remaining Series A Debentures. We expect 10 use
the remaining proceeds from the Series A Debentures and the
proceeds from the Series B Debentures for general corporate
purposes, including the funding of capital expenditures related
to comstruction projects and environmental compliance
initiatives, and the repayment of outstanding indebtedness.

Ranking . ..................... The Debentures will be senior unsecured indebtedness of the
Company and will rank equally with all of our other senior
unsecured indebtedness.

Further Issues . ................ We may from time to time, without notice to or the consent of
the registered holders of the Debentures, create and issue
additional debt securities having the same terms as, and
ranking equally and ratably with, the Series A Debentures or
the Series B Debentures, as applicable, in all respects.
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THE COMPANY
Organization

The Cincinnati Gas & Electric Company, an Ohio corporation, is a wholly-owned subsidiary of
Cinergy Corp., a registered holding company under the Public Utility Holding Company Act of 1935,
CG&E is a combination clectric and gas public utility company and is engaged in the production,
transmission, distribution, and sale of electricity and the sale and transportation of natural gas. CG&E
provides service in the southwestern portion of Ohio and through its subsidiaries in nearby areas of
Kentucky and Indiana. CG&E’s principal utility subsidiary, The Union Light, Heat and Power
Company (“ULH&P™), is a Kentucky corporation that provides electric and gas service in northern
Kentucky. CG&E's other subsidiaries are insignificant to its results of operations.

The service territory of CG&E and its utility subsidiaries, including ULH&P, is heavily populaicd
and is characterized by a stable residential customer base and a diverse mix of industrial customers.

In 2001, CG&E began a transition to electric deregulation and customer choice. Currently, the
competitive retail clectric market in Ohio is in the development stage. CG&E is recovering its Public
Utilities Commission of Ohio (“"PUCO”) approved costs, and its retail electric rates are frozen during
this market development period. See “The Company—Ohio Retail Market Developments” below for a
discussion of key elements regarding Ohio deregulation.

Ohio Retail Market Developments

In July 1999, Chio Governor Robert Taft signed Amended Substitute Senate Bill No. 3 (the
“Electric Restructuring Bill”), beginning the transition to eleciric deregulation and customer choice for
the State of Ohio. The Electric Restructuring Bill created a competitive electric retail service market
effective January 1, 2001, The legislation provides for a market development period that began
January 1, 2001 and cnds no later than December 31, 2005.

In August 2000, the PUCO approved CG&FE's plan and agreement for implementing electric
customer choice in Ohio, Under such plan, retail customers continue to receive transportation services
from CG&E but may purchase electricity from another supplier. Retail customers that purchase
electricity from another supplier receive shopping credits from CG&E. The shopping credits generally
reflect the costs of electric generation included in CG&E's frozen rates. However, shopping credits for
the first 20 pereent of electricity usage in each customer class to switch suppliers, are higher than
CG&FE’s electric generation costs in order to stimulate the development of the competitive retail
electric service market,

CG&E recovers its regulatory assets and other transition costs through a Regulatory Transition
Charge (“RTC") paid by all retail customers. As the RTC is collected from customers, CG&E
amortizes the deferred balance of regulatory assets and other transition costs. A portion of the RTC
collected from customers is recognized currently as a return on the deferred balance of regulatory
assets and other transition costs and as reimbursement for the difference in the shopping credits
provided to customers and the wholesale revenues from switched generation. The ability of CG&E to
recover its regulatory assets and other transition costs (s dependent on several factors, including, but
not limited to, the level of CG&E's electric sales, prices in the wholesale power markets, and the
amount of customer switching to other electric suppliers.

On January 14, 2003, CG&E filed an application with the PUCQO for approval of a methodology to
establish how market-based rates for non-residential customers will be determined when the market
development period ends. In the filing, CG&E seeks to establish a market-based standard service offer
rale for non-residential customers that do not switch suppliers, and a process for establishing the
competitively-bid generation service option required by the Electric Restructuring Bill. As of
March 31, 2003, more than 20 percent of the load in each of CG&E’s non-residential customer classes
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has switched to other electric suppliers. Under its transition plan, CG&E may end the market
development period for those classes of customers once 20 percent swiiching has been achieved;
however, PUCO approval of the standard service offer rate and competitive bidding process is required
before the market development period can be ended. CG&E is not requesting to end the market
development period for non-residential customers at this time. CG&E is unable to predict the outcome
of this procceding.

A Federal Encrgy Regulatory Commission order, that was effective April 2002, allows Cinergy to
jointly dispatch the deregulated generalting assets of CG&E in conjunction with the regulated
generating assets of PST Energy, Inc., a wholly-owned subsidiary of Cinergy and an affiliate of CG&E.
The order also authorizes the transfer of the CG&E generating assets to a non-regulated affiliate,
However, Cinergy and CG&LE have determined that they can realize the benefits of the new joint
dispatch agreement without transterring CG&E’s generation and, therefore CG&E does not plan to
transfer its generating assets to a non-regulated affiliate in the foreseeable future.

Securities Ratings

As of the date of this prospectus supplement, the major credit ratings agencies rated our senior
vosecured debt securities as follows:

Fitch(l} Moody’s(2) S&P{(3}
BEBB+ Baal EBB

(1) Fitch IBCA (“Fitch™)
(2) Moody's Investors Service (“Moody’s"”)
(3) Standard & Poor’s Ratings Services (“S&P™)

In April 2002, Moody’s affirmed the credit ratings of CG&E and assigned a stable outlook to our
debt and preferred stock ratings.

In June 2002, S&P affirmed the secured debt rating of CG&E, while lowering the credit ratings on
other debt securities, including senior unsecured debt securities. S&P removed all of CG&E’s ratings
{rom CreditWatch with negative implications and assigned a stable outlook.

Also in June 2002, Fitch affirmed the credit ratings of CG&E.

These szcurities ratings may be revised or withdrawn at any time, and each rating should be
cvaluated independently of any other rating.
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SELECTED CONSOLIDATED FINANCIAL INFORMATION

The following tables set forth selected financial information of CG&L and its consolidated
subsidiaries. This information is derived from our historical results. See “Incorporation of Certain
Documents by Reference” on page S-3 of this prospectus supplement. All dollar amounts are in

thousands.
Consolidated Income Information
Thmgnlt\iiznths Year Ended December 31,
March 31, 2003 2002 2001 2000
Operating Revenues . .......... ... ..¢c0... $703,840 $2,137,410 $2,247470  $2,100,796
Depreciation . .. ... . e 49,264 196,539 186,986 180,978
OperatingIncome ... ..o vivinn i nn 156,979 504,918 611,571 527,541
Interest. .. ... ... . .. e e 25,841 95,623 103,047 99,204
Income Taxes . ...... v ierineinnnnsss 51,424 155,341 186,527 159,398
Income Before Cumulative Effect of a Change in
Accounting Principles . ............ ... ... 86,298 263,696 326,654 266,820
Cumulative Effect of a Change in Accounting
Principles, net of tax{1) ................. 30,938 -— — —
Netincome. ... ... ... ... ... .. ... ..., 117,236 263,696 326,654 266,820
Preferred Dividend Requirement . ........... 211 846 846 847
Nct Income Applicable to Common Stock ... .. 117,025 262,850 325,808 265,973
Consolidated Capitalization
Qutstanding Quistanding
March 31, 2003 December 31, 2002
% of % of
Amount Capitalization Amount Capitalization
Total Debt{2). . . ... .. i $1,826,191 49%  $1,826,674 50%
Cumulative Preferred Stock Not Subject to
Mandatory Redemption . ................ 20,485 1% 20,485 1%
Common Stock Equity ... .......... ... ... 1,879,971 50% 1,810,334 49%
Total Capitalization. .. .. ..ot $3,726,647 100% $3,657,493 100%

(1) Reflects the adoption of Emerging Issues Task Force (EITF) Issue 02-3, Issues Involved in
Accouriting for Derivative Contracts Held for Trading Purposes and Contracts Involved in Energy
Trading and Risk Management Activities, and Statement of Financial Accounting Standards No., 143,

Accounting for Asset Retirement Obligations.

(2) Total Debt includes capital leases of $24,331 and $24,861 at March 31, 2003 and December 31,

2002, rospectively,
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RATIO OF EARNINGS TO FIXED CHARGES

Listed below is the ratio of earnings to fixed charges for the three month period ended March 31,
2003 and for each year of the five year period ended December 31, 2002,

Threé nﬁ‘:ﬂmhs Year Ended December 31,

March 31, 2003 % & _ZGE ﬂ?‘ %
Ratio of Earnings to Fixed Charges ....... 3.61 478 539 483 441 4.03

For the purposc of computing the ratio of carnings to fixed charges, earnings consist of pre-tax
income from continuing operations plus fixed charges. Fixed charges consist of:

* interest expense;
« amortized premiums, discounts and capitalized expenses related to indebtedness; and

* an estimate of the interest within rental expense.

USE OF PROCEEDS

We anticipate the net proceeds from the sale of the Debentures will be approximately $394.2
million after deducting underwriting discounts and commissions and estimated cxpenses totaling
approximately $4.1 million. In June 2003, Barclays Capital Inc. agreed to purchase $100,000,000
aggregate principal amount of our outstanding 6.35% Reset Put Securities (REPS)*™ Due 2038 and
certain agreements related to the REPS, from the holder thereof, on June 16, 2003. We have agreed to
exchange the REPS and the agreements related thereto for approximately $138.6 million principal
amount of the Series A Debentures and to receive cash for the remaining Series A Debentures.
Following this offering, the REPS will be retired. We expect to use the remaining proceeds from the
Scrics A Debentures and the proceeds from the Series B Debentures for general corporate purposes,
including the funding of capital expenditures related to construction projects and environmental
compliance initiatives, and the repayment of outstanding indebtedness.

CERTAIN TERMS OF THE DEBENTURES

The following description of the particular terms of the Debentures supplements the description of
the general terms and provisions of the Debentures set forth in the accompanying prospectus under the
caption “Description of the Unsecured Debt Securities.” The term Debentures includes both the
Series A Debentures and the Series B Debentures, The following is only a summary of certain
provisions of the Debenture Indenture and, therefore, is not complete. You should read the Debenture
Indenture in its entirety for provisions that may be important to you.

Genceral

We are issuing $200,000,000 aggregate principal amount of Series A Debentures and $200,000,000
aggregate principal amount of Series B Debentures. The Series A Debentures and the Series B
Dcbhentures will cach mature on June 15, 2033. The Debentures will be issued under the Debenture
Indenture dated May 15, 1993, between CG&E and Fifth Third Bank, as Trustee, as supplemented by a
Seventh Supplemental Indenture, dated as of June 15, 2003. The Debentures will be designated as
specified on the cover of this prospectus supplement.

The Debentures will be issued only in fully registered form in denominations of $1,000 and
integral multiples of $1,000.
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Ranking

The Debentures will be unsecured and will rank equally with all of our other unsecured and
unsubordinated debt and other obligations from time to time outstanding,

Further Issues

We may from time to time, without natice to or the consent of the registered holders of the
Debentures, create and issue additional debt securities having the same terms as, and ranking equally
and ratably with, the Series A Debentures or the Serics B Debentures, as applicable, in all respects (or
in all respects except for the payment of interest aceruing prior to the issue date of such additional
debt securities or except for the first payment of interest following the issue date of such additional
debt securities). Any additional debt securities having such similar terms, together with the Series A
Debentures or the Serics B Debentures, as applicable, will constitute a single serics of debt securities
under the Debenture Indenture,

Interest

We will pay interest on the Series A Debentures initially at a rate of 5.40% and on the Series B
Debentures initially at a rate of 5¥4%. Interest on the Debentures will accrue from June 16, 2003.
Payments will occur on Junc 15 and December 15 of cach year beginning December 15, 2003.

The amount of interest payable for any period will be computed based on a 360-day year of twelve
30-day months. Interest will be paid to holders of record on the business day immediately preceding the
intterest payment date,

If any interest payment date is not a business day, then interest payable on that date will be paid
on the next business day. No additional interest or other payment will be paid due to the delay.

Optional Redemption by CG&E

Subject to the terms of the Debenture Indenture, we will have the right to redeem the Debentures,
in whole or from time to time in part, until maturity (such redemption, a “Make-Whole Redemption,”
and the date thereof, the ‘Redemption Date”}, at a redemption price equal to the sum of (i) the
principal amount of the Debentures being redeemed plus accrued and unpaid interest thereon to the
Redemption Date, and (i) the Make-Whole Amount (as defined below), if any, with respect to the
Debentures being redeemed.

“Make-Whole Amount™ means the excess, if any, of (i) the sum, as determined by a Quotation
Agent, of the present value of the principal amount of the Debentures to be redeemed, together with
scheduled payments of interest thereon from the Redemption Date to the maturity date of the
Debentures to be redeemed (not including any portion of such payments of interest accrued as of the
Redemption Date), in cach case discounted to the Redemption Date on a semi-annual basis (assuming
a 360-day year consisting of twelve 30-day months) at the Adjusted Treasury Rate over (ii) 1009 of the
principal amount on the Redemption Date of the Debentures to be redeemed.

“Adjusted Treasury Rate” means the rate per annum equal to the semi-annual equivalent yield to
maturity of the Comparable Treasury Issue, calculated using a price for the Comparable Treasury Issue
(cxpressed as a percentage of its principal amount) equal to the Comparable Treasury Price for the
Redemption Date, calculated on the third business day preceding the Redemption Date, plus in cach
casc .20% (20 basis points).

“Comparable Treasury Issue” means the United States Treasury security selected by the Quotation
Agent as having a maturity comparable to the remaining term from the Redemption Date to the stated
maturity of the Debentures that would be utilized, at the time of selection and in accordance with
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customary financial practice, in pricing new issues of corporate debf securities of comparable maturity
to the remaining term of the Debentures.

“Quotation Agent” means the Reference Treasury Dealer selected by the Trustee after consultation
with the Company, “Refercnce Treasury Dealer’” means a primary U.S. Government sccurities dealer.

“Comparable Trcasury Price” means (i) the average of the bid and asked prices for the
Comparable Treasury Issue (expressed in each case as a percentage of its principal amount) on the
third business day preceding the Redemption Date, as set forth in the daily statistical release
designated *“H.15™ (or any successor release} published by the Board of Governors of the Federal
Reserve System or (ii) if that release {(or any successor release) is not published or does not contain
those prices on that business day, (A) the average of the Reference Treasury Dealer Quotations for the
Redemption Date, after excluding the highest and lowest of such Reference Treasury Dealer
Quotations, or (B) if the Trustec obtains fewer than three such Reference Treasury Dealer Quotations,
the average of those Quotations,

“Reference Treasury Dealer Quotations” means the average, as determined by the Trustee (after
consultation with the Company), of the bid and asked prices for the Comparable Treasury Issue
{expressed in each case as a percentage of its principal amount) quoted in writing to the Trustee by the
Reference Treasury Dealer at 5:00 p.m., New York City time, on the third business day preceding the
Recdemption Date.

Notice of any redemption will be mailed by us at least 30 days but not more than 60 days before
any Redemption Date to each holder of Debentures to be redeemed, If fess than all the Debentures
arc to be redecmed at our option, the Trustee will select, in such manner as it deems fair and
appropriate, the Debentures to be redeemed.

Unless we default in payment of the Redemption Price, on and after any Redemption Date,
interest will cease to accrue on the Debentures or portions thereof called for redemption.

The Debentures will not be redeemable at the option of any holder prior to maturity and will not
be subject to any sinking fund.

Global Securities

We will issuc the Debentures in book-entry only form, which means that cach series will be
represented by one permanent global certificate registered in the name of The Depository Trust
Company, New York, New York (“DTC”), or its nominee,

DTC will keep a computerized record of its participants (for example, your broker) whose clients
purchased the Debentures. The participant will then keep a record of its clients who purchased the
Debentures, The global certificate representing each series of Debentures may not be transferred,
cxcopt that DTC, its nominces and their successors may transfer the entire global certificate to one
another.

By using book-entry only form, we will not issue certificates to individual holders of the
Dcbentures or register the ownership interests in the Debentures of individual holders. Beneficial
interests in the global certificates will be shown on, and transfers of interests in the global certificates
will be made only through, records maintained by DTC and its participants.

DTC has advised us that it is a limited-purpose trust company created to hold securities for its
participating organizations (“Direct Participants”) and to facilitate the clearance and settlement of
transactions in those securities between Direct Participants through electronic book-entry changes in
accounts of Dircct Participants. Dircct Participants include securities brokers and dealers (including the
Underwriters), banks, trust companies, clearing corporations and certain other organizations, including
Euwroclear and Clearstream. Access to DTC’s system is also available to other entities that clear
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through or maintain a direct or indirect custodial relationship with a Direct Participant (“Indirect
Participants” and, together with Direct Participants, “Participants”). DTC may hold securities
beneficially owned by other persons only through its Participants and such other persons’ ownership
interests and transfer of ownership interests will be recorded only on the records of Participants, and
not on the records maintained by DTC,

We will wire principal and interest payments to DTC’s nominee, We and the Trustee will treat
DTC's nominee as the owner of the global certificate for all purposes. Accordingly, we will have no
direct responsibility or liability to pay amounts due on the Debentures to owners of beneficial interests
in the plobal certificates.

It is DTCs current practice, upon receipt of any payment of principal and interest, to credit Direct
Participants’ accounts on the payment date according to their respective holdings of beneficial interests
in the global certificate as shown on DTC’s records. In addition, it is DTC’s current practice to assign
any consenting or voting rights to Direct Participants whose accounts are credited with Debentures on a
record date by using an omnibus proxy. Payments by Participants to owners of beneficial interests in the
global certificate, and voting by Participants, will be governed by the customary practices between the
Participants and owners of beneficial interests, as is the case with securities held for the account of
customers registered in “street name.” However, these payments will be the responsibility of the
Participants and not of DTC, the Trustee or CG&E.

A further description of DTC’s procedures with respect to the Debentures is set forth under
“Description of the Unsecured Debt Securities—Global Securities” in the accompanying prospectus.

Defeasance

The Debentures will be subject to defeasance and covenant defeasance as provided under the
caption “Description of the Unsecured Debt Sccurities—Defeasance and Covenant Defeasance” in the
accompanying prospectus,
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UNDERWRITING

Under the terms and subject to the conditions contained in the Series A Underwriting Agreement,
dated June 12, 2003, Barclays Capital Inc,, as underwriter (the “Series A Underwriter”), has agreed to
purchase, and we have agreed to sell to them, $200,000,000 principal amount of the Series A
Debentures.

Under the terms and subject to the conditions contained in the Series B Underwriting Agreement,
dated June 12, 2003, the underwriters named below {the “Series B Underwriters™) have severally
agrecd to purchase, and we have agreed to sell to them, severally, the respective principal amounts of
the Serics B Debentures set forth opposite their respective names below:

Principal Amount

Name of Series B Debentures
Barclays Capital Inc. .. .. ... . . . i i e as $ 25,000,000
Banc One Capital Markets, Inc. . .. .. ... ... ... .. ... ... 50,000,000
Citigroup Globat MarketsInc. . ... ... ... ... ... .... 37,500,000
Credit Lyonnais Securities (USAYInc. ................... 37,500,000
ABN Amro Incorporated . . ... .0 vt i e 25,000,000
UBS Securities LLC ... ... e e 25,000,000
Total . .. e e e e $200,000,000

Each of the Underwriting Agreements provides that the obligations of the Underwriter or the
Underwriters to pay for and accept delivery of the Debentures is subject to, among other things, the
approval of certain tegal matters by their counsel and certain other conditions. The Series A
Underwriter is obligated to take and pay for all of the Series A Debentures if any are taken. The
Scrics B Undcrwriters are obligated to take and pay for all of the Series B Debentures if any arc
taken.

The Underwriters initially propose to offer part of the Debentures directly to the public at the
public offering price sct forth on the cover page and part to certain dealers at a price that represents a
concession not in excess of .500% of the principal amount of the Debentures. Any Underwriter may
allow, and any such dealers may reallow, a concession to other dealers not to exceed .250% of the
principal amount of the Debentures. After the initial offering of the Debentures, the offering price and
other selling terms may from time to time be varied by the Underwriters,

We do not intend to apply for listing of the Debentures on a national securities exchange, but have
been advised by the Underwriters that they intend to make a market in the Debentures. The
Underwriters are not obligated, however, to do so and may discontinue their market making at any
time without notice. No assurance can be given as to the liquidity of the trading market for the
Debentures.

In order to facilitate the offering of the Debentures, the Underwriters may engage in transactions
that stabilize, maintain or otherwise affect the price of the Debentures. Specifically, the Underwriters
may overallot in connection with the offering, creating a short position in the Debentures for their own
account. In addition, to cover overallotments ot to stabilize the price of the Debentures, the
Underwriters may bid for, and purchase, the Debentures in the open market. Finally, the Underwriters
may reclaim sclling concessions allowed to an Underwriter or a dealer for distributing the Debentures
in the offering, if they repurchase previously distributed Debentures in transactions to cover syndicate
short positions, in stabilization transactions or otherwise. Any of these activities may stabilize or
maintain the market price for the Debentures above independent market levels. The Underwriters are
not required to cngage in these activities and may end any of these activities at any time.
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We have agreed to indemnify the Underwriters against certain liabilities, including Liabilities under
the Securities Act of 1933,

A portion of the Series A Debentures will be issued in exchange for the delivery by Barclays
Capital Inc. to us of the REPS and certain agreements related thereto, as described in “Use of
Proceeds.” Because more than ten percent of the net proceeds of the offering may be paid to members
or affiliates of members of the National Association of Securities Dealers, Inc. participating in the
offering, the offering is being conducted in accordance with NASD Conduct Rule 2710(c)(8).

The underwriters and their affiliates have acted as lenders, and performed certain investment
banking and advisory and general financing, trustee and banking services for CG&E and its affiliates
from time to time for which they have received customary fees and expenses. The underwriters and
their affitiates may, from time to time, engage in transactions with or perform services for CG&E and
its affiliates in the ordinary course of their business.

LEGAL MATTERS

Certain legal matters with respect to this offering will be passed upon for us by Bradley C. Arnett,
Esq., Senior Counsel of Cinergy Services, Inc,, one of our affiliates, and Skadden, Arps, Slate,
Meagher & Flom LLP, Washington, D.C. Davis Polk & Wardwell, New York, New York will pass upon
certain legal matters for the Underwriters. Davis Polk & Wardwell has acted as counsel in certain
matters for us and some of our affiliates.
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PROSPECTUS

The Cincinnati Gas & Electric Company

By this prospectus, we offer up to

$500,000,000
of
Unsecured Debt Securities,
First Mortgage Bonds
and Preferred Stock

We will provide the specific terms of these securities in supplements to this prospectus. You should
read this prospectus and the supplements carefully before you invest.

Neither the Sccurities and Exchange Commission nor any statc securitics commission has approved or
disapproved these securities, or determined if this prospectus is truthful or complete. Any
representation to the contrary is a criminal offense.

The date of this Prospectus is June 12, 2003
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ABOUT THIS PROSPLECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange
Commission using u “shelf” registration process. Under this shelf process, we may, from time to time,
sell the securities described in this prospectus or combinations thereof in one or more offerings with a
maximum aggregate offering price of up to $500,000,000. This prospecius provides a general description
of the securitics we may offer. Each time we sell securitics, we will provide a prospectus supplement
that will contain specific information about the terms of that offering. The prospectus supplement may
also add, update or change information contained in this prospectus. You should read both this
prospectus and any prospectus supplement together with the additional information described under
“Where You Can Find More Information.”

LI

In this prospectus, unless the context indicates otherwise, the terms “CG&E,” “the Company,”

“we,” “our,” “ours” and “‘us” refor to The Cincinnati Gas & Electric Company.
We may use this prospectus to offer from time to time:

* our unsccured and unsubordinated debt securitics, which in this prospectus we refer to as the
senior ungecured debt securities;

« our unsecured subordinated debt securities, which in this prospectus we refer to as the junior
subordinated unsecured debt securities. In this prospectus, we refer to the senior unsecured debt
securities together with the junior subordinated unsecured debt securitics as the unsecured debt
securities;

= our first mortgage bonds; and

» shares of our cumulative preferred stock, par value $100 per share, which in this prospectus we
refer to as the preferred stock.

We sometimes refer to our unsecured debt securities, first mortgage bonds and preferred stock as
the securities. For more detailed information about the securities, you can also read the exhibits to the
registration statement. Those exhibits have been either filed with the registration statement or
incorporated by reference to earlier SEC filings listed in the registration statement.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and special reports, proxy statements and other information with the
Commission. You may read and copy any document that we file at the Public Reference Room of the
Commission at 450 Fifth Street, N.W., Washington, D.C, 20549, Information on the operation of the
Public Reference Room may be obtained by calling the Commission at 1-800-SEC-0330. You may also
read our filings over the Internet at the Commission’s home page at http: /fwww.sec.gov.

This prospectus is part of a registration statement on Form 5-3 filed with the Commission under
the Securities Act of 1933. It does nof contain all of the information that is important to you. You
should read the registration statement for further information with respect to CG&E and the securities.
Statements contained in this prospectus concerning the provisions of any document filed as an exhibit
to the registration statement or otherwise filed with the Commission highlight selected information, and
in each instance reference is made to the copy of the document filed.

The Commission allows us to “incorporate by reference” the information we file with them, which
means that we can disclose important information to you by referring you to those documents. The
information incorporated by reference is an important part of this prospectus, and information that we
file later with the Commission will automatically update and supersede this information. We
incorporate by reference the documents listed below and any future filings made with the Commission


http://www.sec.gov

under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 until we sell all of the
securities:

(a} Annual Report on Form 10-K for the year ended December 31, 2002.

You may request a copy of any of the information incorporated by reference at no cost, by writing
or telephoning the office of Wendy L. Aumiller, Treasurer, The Cincinnati Gas & Electric Company,
139 East Fourth Street, Cincinnati, Ohio 45202, telephone number (513} 421-9500.

THE COMPANY

The Company, an Ohio corporation, is a wholly-owned subsidiary of Cinergy Corp., a registered
holding company under the Public Utility Holding Company Act of 1935, The Company is a
combination clectric and gas public utility company and is engaged in the production, transmission,
distribution, and sale of electricity and the sale and transportation of natural gas. The Company
provides service in the southwestern portion of Ohio and through its subsidiaries in nearby areas of
Kentucly and Indiana. The Company’s principal utility subsidiary, The Union Light, Heat and Power
Company, is a Kentucky corporation that provides electric and gas scrvice in northern Kentucky, The
Company’s other subsidiaries are insignificant to its results of operations.

The Company’s principal executive office is located at 139 East Fourth Street, Cincinnati,
Ohio 45202 (telephone 513-421-9500).
USE OF PROCEEDS

Unless otherwise set forth in a prospectus supplement, the net proceeds from the sale of the
securities will be used for general corporate purposes including repayment of debt and construction
costs.



RATIOS OF EARNINGS TO FIXED CHARGES AND
EARNINGS TO FIXED CHARGES AND
PREFERRED STOCK DIVIDENDS

Listed below are CG&E’s ratio of earnings to fixed charges and ratio of earnings to fixed charges
and preferred stock dividends for each year in the five year period ended December 31, 2002.

Year Ended December 31,
2002 2001 2000 1999 1998

Ratio of Earnings to Fixed Charges. .. ..................... 4.78 5.39 4.83 4.41 4.03
Ratio of Earnings to Fixed Charges and Preferred Stock Dividends . 4.72 5.33 4.77 436 3.98

For the purpose of computing the ratio of earnings to fixed charges, earnings consist of pretax income
from continuing operations plus fixed charges. Fixed charges consist of:

* interest expense;
* amortized premiums, discounts and capitalized expenses related to indebtedness; and

+ an estimate of the interest within rental expense.

SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The [ollowing tables show summary financial information of CG&E and its consolidated
subsidiaries. This information is derived from our historical resulis. See “Where You Can Find More
Information.” All dollar amounts are in thousands,

Consolidated Income Information
Year Ended December 31,

2002 2001 2000
Operating Revenues ... ..o $2,137.410  $2,247.470  $2,100,796
Operating Income ... i e $ 504,918 §$ 611,571 § 527541
Net INCOME .« . . o e e e e e et i e $ 263,696 $ 326,654 § 266,820
Preferred Dividend Requirement................. 846 846 847
Net Income Applicable To Common Stock. .. ....... $ 262,850 3% 325,808 §$ 265,973

Consolidated Capitalization

Qutstanding

Decembher 31, 2002

% of
Amount Capitalization
Total Debt(1), .. . .o oo e $1,826,674 50%

Cumulative Preferred Stock

Not Subject to Mandatory Redemption . .................. 20,485 1%
Common Stock Equity ... ... ... oo i 1,810,334 49%
Total Capitalization. . . .. ... .. .0, $3,657,493 1009

{1} Includes 324,861 of capital lsase obligations.



DESCRIPTION OF THE UNSECURED DEBT SECURITIES

We may issuc from time to time one or more series of senior unsecured debt securities or junior
subordinated unsccured debt securities under a Debenture Indenture, dated May 15, 1995, between us
and Fifth Third Bank, as debenture trustee. When we offer to sell a particular series of unsecured debt
sccuritics, we will describe the specific terms of these unsecured debt securities in a prospectus
supplement. The prospectus supplement will also indicate whether the general terms and provisions
described in this prospectus apply to a particular series of unsecured debt securities.

We have summarized certain terms and provisions of the Debenture Indenture. The summary is
not complete. The Debenture Indenture is an exhibit to the registration statement of which this
prospectus forms a part. You should read the Debenture Indenture for the provisions that may be
important to you. Terms used in this summary have the meanings specified in the Debenture Indenture.
The Debenture Indenture is subject to and governed by the Trust Indenture Act of 1939, as amended.

General

The Debenture Indenture allows us to issue unsecured debt securities in an unlimited amount
from time to time. The relevant prospectus supplement will describe the terms of any unsecured debt
securities being offered, including:

= the title of the unsecured debt securities;
* any limit on the aggregate principal amount of the unsecured debt securities;
» the date or dates on which the principal of any of the unsecured debt securities will be payable;

* the rate or rates at which any of the unsecured debt securities will bear interest, if any;

the date from which interest, if any, on the unsecured debt securities will accrue, the dates on
which intcrest, if any, will be payable, the date on which payment of interest, if any, will
commence, and the record dates for any interest payments;

the right, if any, to extend interest payment periods and the duration of any extension;

any redemption, purchase or sinking fund provisions;

the place or places where the principal of and any premium and interest on any of the
unsecured debt securities will be pavable;

* the denominations in which the unsecured debt securities will be issvable;

« the index, if any, with reference to which the amount of principal of or any premium or interest
on the unsecured debt securities will be determined;

+ any addition to or change in the events of default applicable to any of the unsecured debt
securities and any change in the right of the debenture trustee or the holders to declare the
principal amount of any of the vnsecured debt securitics due and payable;

any addition to or change in the covenants in the Debenture Indenture;

-

whether the unsecured debt securitics will be defeasible;

whether the unsecured debt securities will be issued in the form of one or more global
securities;

the applicability of the subordination provisions of the Debenture Indenture to a series of
unsccurcd debt securitices; and

any other terms of the unsecured debt securities not inconsistent with the provisions of the
Debenture Indenture,
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Subordination of Certain Unsecured Debt Securities

The Debenture Indenture provides that one or more series of unsecured debt securities may be
subardinate and subject in right of payment to the prior payment in full of all senior debt of the
Company.

No payment of principal of (including redemption and sinking fund payments), premium, if any, or
interest on, the junior subordinated unsccured debt securities may be made if any senior debt is not
paid when due, if any default has not been cured or waived, or if the maturity of any senior debt has
been accelerated because of a default. Upon any distribution of assets of the Company to creditors
upon any dissolution, winding-up, liguidation or reorganization, whether voluntary or involuntary, or in
bankruptcy, insolvency, receivership or other proceedings, all principal of, and premium, if any, and
interest due or 1o become due on, all senior debt must be paid in full before the holders of the junior
subordinated unsecured debt securities are entitled to receive or retain any payment, The rights of the
holders of the junior subordinated unsecured debt securities will be subordinated to the rights of the
holders of senior debt to receive payments or distributions applicable to senior debt.

In this prospectus, we use the term “senior debt” to mean the principal of, premivm, if any, and
interest on and any other payment duc pursuvant to any of the fellowing, whether currently outstanding:
or later incurred, created or assumed:

(a) all indebtedness of the Company cvidenced by notes, debentures, bonds, or other securitics
sold by the Company for moncy, excluding junior suberdinated unsecured debt securities, but
including all first mortgage bonds of the Company outstanding from time to time;

{b) all indebtedness of others of the kinds described in the preceding clause {a) assumed by or
guaranteed in any manner by the Company; and

{c) all renewals, extensions, or refundings of indebtedness of the kinds described in either of the
preceding clauses (a) and (b);

unless the instrument creating or evidencing, or assuming or guaranteeing, any particular indebtedness,
renewal, cxtension or refunding expressly provides that the indebtedness, renewal, extension or
refunding is not superior in right of payment to or is pari passu with the junior subordinated unsecured
debt securities.

The Debenture Indenture does not limit the aggregate amount of senior debt that the Company
may issue,

Exchange, Register and Transfer

The unsecured debt securities of each series will be issuable only in fully registered form without
coupons.

The unsecured debt securities may be presented for exchange, registered and fransferred in the
manner, at the places and subject to the restrictions set forth in the unsecured debt securities and the
relevant prospectus supplement. Subject to the limitations noted in the Debenture Indenture, you will
not have to pay for these services, except for any associated taxes or other governmental charges.

Global Securities

We may issue registered unsecured debt securities of a series in the form of one or more fully
registered giobal unsecured debt securities (each a “global security™) that we will register in the name
of, and dcposit with, a depositary (or a nominee of a depositary) identified in the prospectus
supplement relating to the series. Each global security will set forth the aggregate principal amount of
the series of unsecured debt securities that it represents. The depositary {or its nominee) will not



transfer any glabal security unless and until it is exchanged in whole or in part for unsecured debt
sccurities in definitive registered form, except that:

*» the depositary may transfer the whole global security to a nominee;
* the depositary’s nominee may transfer the whole global security to the depositary,

+ the depositary’s nominee may transfer the whole global security to another of the depositary’s
nominges; and

+ the depositary (or its nominee} may transfer the whole global security to its (or its nominee’s)
SUCCCSSOT.

A global security may not be exchanged for unsecured debt securities in definitive registered form,
and no transfer of a global security may be rcgistered in the name of any person other than the
depositary (or its nominec), unless:

= the depositary has notified the Company that it is unwilling or unable to continue as depositary
for the global sccurity or has ceased to be qualified to act as depositary as required by the
Debenture Indenture;

* an event of default has occurred with respect to the global security; or

* circumstances exist, if any, in addition to or in lieu of those described above, as may be
described in the applicable prospectus supplement.

Any unsecured debt securities issued in definitive form in exchange for a global security will be
registered in such name or names that the depositary gives to the debenture trustee. We expect that
these instructions will be based upon directions received by the depositary from participants with
respect to ownership of beneficial interests in the global security,

Depositary Arrangements

We will describe the specific terms of the depositary arrangement with respect to any portion of a
series of unsecured debt securities to be represented by a global security in the prospectus supplement
relating to the series. We anticipate that the following provisions will apply to all depositary
arrangements.

Generally, ownership of beneficial interests in a global security will be limited to persons that have
accounts with the depositary for the global security (“‘participants™) or persons that may hold interests
through participants. Upon the issuance of a global security, the depaositary will credit, on its book-entry
registration and transfer systcm, the participants’” accounts with their respective principal amounts of
the unsecured debt securities represented by the global security.

Any dealers, underwriters or agents participating in the distribution of the unsecured debt
securities will designate the accounts to credit. For participants, the depositary will maintain the only
record of their ownership of a beneficial interest in the global security and they will only be able to
transfer those interests through the depositary’s records. For persons who hold through a participant,
the relevant participant will maintain the records of beneficial ownership and transfer. The laws of
some states may require that ceriain purchasers of securities take physical delivery of securities in
definitive form, These laws may impair their ability to own, transfer or pledge beneficial inferests in
global securities,

So long as the depositary (or its nominee) is the record owner of a global security, it will be
considered the sole owner or holder of the unsecured debt securities represented by the global security
for all purposes under the Debenture Indenture, Except as set forth below, owners of beneficial
intercsts in a global security will not be entitled to have the unsecured debt securities represented by
the global security registered in their names, will not receive or be entitled to receive physical delivery
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of the unsecured debt securities in definitive form and will not be considered the owners or holders
under the Debenture Indenture, Accordingly, cach person owning a beneficial interest in a global
sceurity must rely on the procedures of the depositary and, if the person is not a participant, on the
pracedurcs of the participant through which the person owns its interest, to cxercise any rights of a
holder under the Debenture Indenture. We understand that under existing industry practices, if we
request any action of holders or if any owner of a beneficial interest in a global security desires to give
or take any action allowed under the Debenture Indenture, the depositary would authorize the
participants holding the relevant beneficial interests to give or take that action, and those participants,
in turn, would authorize beneficial owners owning thraugh them to give or take the action or would
otherwise act upon the instruction of beneficial owners holding through them.

Interest and Premium

Payments of principal, premium, if any, and any interest on unsecured debt securities represented
by a global security registered in the name of a depositary {or its nominee) will be made to the
depositary (or its nomincc) as the registered owner of the glabal security,. We and our agents will have
no responsibility or liability for any aspeet of the records relating to or payments made on account of
beneficial ownership interests in any global security or for maintaining, supervising or reviewing any
records relating to those beneficial ownership interests, and neither will the debenture trustee and its
agents.

We expect that the depositary for any unsecured debt securities represented by a global security,
upon receipt of any payment of principal, premium, if any, or any intercst in respect of the global
security, will immediately credit participants’ accounts with payments in amounts proportionate to their
respective beneficial interests in the principal amount of the global security as shown on the
depositary’s records. We also expect that payments by participants to owners of beneficial interests in
the global security held through participants will be governed by standing customer instructions and
customary practices, as is now the case with securities registered in “street name,” and will be the
responsibility of cach participant.

Payment and Paying Agents

Unless the applicable prospectus supplement indicates otherwise, payment of interest on an
unsccured debt security on any interest payment date will be made to the person in whose name the
debt security is registered at the close of business on the regular record date for the interest payment.

Unless the applicable prospectus supplement indicates otherwise, principal of and any premium
and interest on the unsecured debt securities will be payable at the office of the paying agent
designated by us. However, we may elect to pay interest by check mailed to the address of the person
entitled to the payment at the address appearing in the security register. Unless otherwise indicated in
the applicable prospectus supplement, the corporate trust office of the debenture trustee in the City of
Cincinnati will be designated as our sole paying agent for payments with respect to unsecured debt
securities of each series. Any other paying agents initially designated by us for the unsecured debt
securities of a particular series will be named in the applicable prospectus supplement. We may af any
time designate additional paying agents or rescind the designation of any paying agent or approve a
change in the office through which any paying agent acts, except that we will be required to maintain a
paying agent in cach place of payment for the unsecured debt securities of a particular series.

All meneys paid by us to a paying agent for the payment of the principal of or any premium or
interest on any unsecured debt security which remain unclaimed at the end of 18 months after the
principal, premium or interest has become due and payable will be repaid to us, and the holder of the
debt security thereafter may look only to us for payment,



Consclidation, Merger, and Sale of Assets

The Debenture Indenture does not contain any provision that restricts our ability to merge or
consolidate with or into any other corporation, sell or convey all or substantially all of our assets to any
person, firm or corporation or otherwise engage in restructuring transactions, provided that the
succcssor corporation assumes due and punctual payment of the principal, premium, if any, and interest
on the unsecured debt securities.

Events of Default

Each of the following is defined as an event of default under the Debenture Indenture with
respect to unsecured debt securities of any series:

= failure to pay principal of or any premium on any debt security of that series when due;
* failure to pay any interest on any debt security of that series when due, continued for 30 days;

+ failurc to deposit any sinking fund payment, when due, in respect of any debt security of that
sgries;

* failure to perform any other of ocur covenants in the Debenture Indenture {other than a
covenant included in the Debenture Indenture solely for the benefit of a series other than that
series), continuing for 90 days after written notice has been given by the debenture trustee or
the holders of at least 35% in aggregate principal amount of the outstanding unsecured debt
securities of that series, as provided in the Debenture Indenture; and

* certain events of bankruptcy, insolvency or reorganization.

If an event of default (other than a bankruptcy, insolvency or reorganization event of default) with
respect to the outstanding unsecured debt securities of any series occurs and is continuing, either the
debenture trustee or the holders of at least 35% in aggregate principal amount of the outstanding
unsecured debt sccurities of that series, by notice as provided in the Debenture Indenture, may declare
the principal amount of the unsecured debt securities of that series to be due and payable immediately.
If a bankruptey, insolvency or rcorganization event of default with respect to the outstanding unsecured
debt securities of any scrics occurs, the principal amount of all the unsccured debt securities of that
series will automatically, and without any action by the debenture trustee or any holder, become
immediately due and payable, After any such acceleration, but before a judgment or decree based on
acceleration, the holders of a majority in aggregate principal amount of the outstanding unsecured debt
securities of that series may, under certain circumstances, rescind and annul the acceleration if all
events of default, other than the non-payment of accelerated principal, have been cured or waived as
providad in the Debenture Indenture. For information as to waiver of defaults, see “Modification and
Waiver,”
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Subject to the provisions of the Debenture Indenture relating to the duties of the debenture
trustee, if an event of default occurs, the debenture trustee will be under no obligation to exercise any
of its rights or powers under the Debenture Indenture at the request or direction of any of the holders,
unless the holders shall have offered to the debenture trustee reasonably satisfactory indemnity. Subject
to these provisions for the indemaification of the debenture trustee, the holders of a majority in
aggregate principal amount of the outstanding unsecured debst securities of any series will have the
right to dircet the time, method and place of conducting any proceeding for any remedy available to
the debenture trustee, or exercising any trust or power conferred on the debenture trustee, with respect
1o the unsecured debt securities of that series,

No holder of a debt sccurity of any series will have any right to institute any proceeding with
respect to the Debenture Indenture, or for the appointment of a receiver or a debenture trustee, or for
any other remedy thercunder, uniess:

(a) the holder has previously given to the debenture trustee written notice of a continuing
event of default with respect to the unsecured debt securities of that series;

{b) the holders of at feast 33% in aggregate principal amount of the outstanding unsecurcd
debt securitics of that series have made written request, and have offered reasonably satisfactory
indemnity, to the debenture trustee to institute a proceeding as trustee; and

(c) the debenture trustee has failed to institute a proceeding, and has not received from the
holders of a majority in aggregate principal amount of the outstanding unsecured debt securities of
that series a direction inconsistent with such request, within 60 days after the notice, request and
offer. However, these limitations do not apply to a suit instituted by a holder of a debt security for
the enforcement of payment of the principal of or any premium or interest on the debt security on
or after the applicable due date specified in the debt security.

We will be required to furnish to the debenture trustce annually a statement by certain of our
officers as to whether or not we, to our knowledge, are in defavlt in the performance or observance of
any of the terms, provisions and conditions of the Debenture Indenture and, if so, specifying all known
defaults,

Modification and Waiver

Madifications and amendments of the Debenture Indenture may be made by us and the debenture
trustee with the consent of the holders of not less than a majority in aggregate principal amount of the
outstanding unsecured debt securities of each series affected by the modification or amendment;
however, without the consent of the holder of each outstanding debt security affected, no medification
or amendment may:

» change the stated maturity of the principal of, or any installment of principal of or interest on,
any debt security;

* reduce the principal amount of, or any premium or interest on, any debt security;

* rcduce the amount of principal of an original issue discount security or any other debt security
payable upon acceleration of the maturity thereof;

« change the place or currency of payment of principal of, or any premium or interest on, any
debt security;

« affect the applicability of the subordination provisions to any debt security;

* impair the right to institute suit for the enforcement of any payment on or with respect to any
debt security; or
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* reduce the percentage in aggregate principal amount of outstanding unsecured debt securities of
any series, the consent of whose holders is required for modification or amendment of the
Debenture Indenture; reduce the percentage in aggregate principal amount of ouistanding
unsecured debt securities of any series necessary for waiver of compliance with certain provisions
of the Debenture Indenture or for waiver of certain defaults; or modify these provisions relating
to modification and waiver.

The holders of not less than a majority in aggregate principal amount of the outstanding unsecured
debt securities of any series may waive our compliance with certain restrictive provisions of the
DPebenture Indenture. The holders of a majority in aggregate principal amount of the outstanding
unsecured debt securitics of any series may waive any past default under the Debenture Indenture,
except a default in the payment of principal, premium, or interest and certain covenants and provisions
of the Debenture Indenture which cannot be amended without the consent of the holder of each
outstanding debt security of such series affected.

Generally, we will be entitled to set any day as a record date for the purpose of determining the
holders of outstanding unsecurcd debt securities of any series entitled to give or take any direction,
notice, consent, waiver, or other action under the Debenture Indenture, in the manner and subject to
the limitations provided in the Debenture Indenture, In certain limited circumstances, the debenture
trustee will be entitled to set a recotd date for action by holders. If a record date is set for any action
to be taken by holders of a particular series, the action may be taken only by persons who are holders
of outstanding unsecured debt securities of that series on the record date. To be effective, the action
must be taken by holders of the requisite aggregate principal amount of unsecured debt securities
within 180 days following the record date, or such shorter period as we (or the debenture trustee, if it
sets the record date) may specify.

Defeasance and Covenant Defeasance

Under the Debenture Indenture, we may elect to have the provisions of the Debenture Indenture
relating to defcasance and discharge of indebtedness, or the provisions relating to defeasance of certain
restrictive covenants, applicd with respect to the unsecured debt securities of any series.

Defeasance and Discharge.

If we clect to have the provisions of the Debenture Indenture relating to defeasance and discharge
of indebtedness applied to any unsecured debt securities, we will be discharged from all our obligations
with respect to those unsecured debt securities (¢xcept for certain obligations to exchange or register
the transfer of unsecured debt securities, to replace stolen, lost or mutilated unsecured debt securities,
to maintain paying agencies and to hold moneys for payment in trust) upon the deposit in trust for the
benefit of the holders of the unsecured debt securities of money or U.S. Government Obligations, or
both, which will provide money sufficient to pay the principal of and any premium and interest on the
unsecurcd debt securities as they become due. This defeasance or discharge may occur only if, among
other things, we have delivered to the debenture trustee an opinion of counsel to the effect that we
have received from, or there has been published by, the United States Internal Revenue Service a
ruling, or there has been a change in tax law, in either case o the effect that holders of the unsecured
debt securities wili not recognize gain or loss for federal income tax purposes as a result of the deposit,
defeasance, and discharge and will be subject to federal income tax on the same amount, in the same
manner and at the same times as would have been the case if the deposit, defeasance and discharge did
not occur.

Defeasance of Certain Covenants.

If we elect to have the provisions of the Debenture Indenture relating to defeasance of certain
covenants applied to any unsecured debt securities, we may omit to comply with certain restrictive

12



covenants that may be described in the applicable prospectus supplement, and the oceurrence of certain
events of defanlt with respect to those restrictive covenants will no longer be applicable to those
unsccured debt sccuritics. In order to exercise this option, we will be required to deposit, in trust for
the bencfit of the holders of the unsecured debt securities, money or U.S8. Government Obligations, or
both, which will provide money sufficient to pay the principal of and any premium and interest on the
unsccurced debt sceurities as they become due. We will also be required, among other things, to deliver
to the debenture trustee an opinion of counsel to the effect that holders of such unsecured debt
securities will not recognize gain or loss for federal income tax purposes as a result of such deposit and
defeasance of certain obligations and will be subject to federal income tax on the same amount, in the
same manner and at the same times as would have been the case if such deposit and defeasance did
not occur. If we were to exercise this option with respect to any unsecured debt securities and those
unsecured debt securities subsequently were declared due and payable because of the occurrence of any
cvent of default, the amount of money and U8, Government Obligations deposited in trust would be
sufficient to pay amounts due on the unsecured debt securities at the time of their respective stated
maturities but might not be sufticient to pay the amounts due upon acceleration resulting from the
event of default. In that case, we would remain liable for those payments.

Title

CG&E and the debenture trustee, and any agent of CG&E or the debenture trustee, may treat the
person in whose name a debt securify is registered as the absolute owner thereof (whether or not the
debt security may be overdue) for the purpose of making payment and for all other purposes.

Governing Law

The Debenturs Indenture and the unsecured debt securities will be governed by, and construed in
accordance with, the laws of the State of New York.

Concerning the Debenture Trustee

Fifth Third Bank will be the debenture trustce under the Debenture Indenture, Fifth Third Bank
also acts as the trustee for certain debt securities of our affiliates. Fifth Third Bank makes loans to,
and performs other financial services for, us and our affiliates in the normal course of business.

DESCRIPTION OF THE FIRST MORTGAGE BONDS

We may issue from time to time one or more series of first mortgage bonds under a first mortgage
dated as of August 1, 1936, between CG&E and The Bank of New York, as first mortgage trustee, as
supplemented to date and as proposed to be supplemeated by one or more supplemental indentures.
When we offer to sell a particular series of first mortgage bonds, we will describe the specific ierms of
these first mortgage bonds in a prospectus supplement.

We have summarized certain terms and provisions of the Mortgage. The summary is not complete.
The Mortgage is an exhibit to the registration statement of which this prospectus forms a part. You
should read the Mortgage for the provisions that may be important to you. Terms used in this summary
have the meanings specified in the Mortgage. The Mortgage is subject to and governed by the Trust
Indenture Act of 1939, as amended.

General

The first mortgage bonds to be offered pursuant to this prospectus will be limited to a principal
amount of $500,000,000 less any unsecured debt securities and preferred stock issued pursuant to this
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prospectus. The relevant prospectus supplement will describe the terms of any series of first mortgage
bonds being offered, including:

* the aggregate principal amount of the first mortgage bonds;

*» the date or dates on which the first mortgage bonds mature;

* the rate or rates per annum at which the first mortgage bonds will bear interest;
* the dates on which interest will be payable;

= the redemption terms of the first mortgage bonds; and

* any other special terms.

Interest will be paid to holders of record on the applicable record dates established in the
supplemental indenture relating to the first morigage bonds. Each record date for the payment of
interest will be the first day of the month for an interest payment date occurring on the fifteenth day of
the same month or the fifteenth day of the month for an interest payment date occurring on the first
day of the following month. Both principal and interest will be payable by check in New York,

New York. Unless otherwise specified in the prospectus supplement, the first mortgage bonds will be
issued only in fully registered form in denominations of $1,000 and integral multiples thereof. The first
mortgage bonds may be exchanged without charge for first mortgage bonds of other denominations,
unless otherwise specified in the relevant prospectus supplement. The first mortgage bonds may be
presented for transfer or exchange at the office of the mortgage trustee, 101 Barclay Street, New York,
MNew York.

The first mortgage bonds are naot entitled to the benefits of an improvement and sinking fund.

Maintenance and Replacemeni Fund
The first mortgage bonds are not entitled to the benefits of a2 maintenance and replacement fund.

CG&E has covenanted to maintain its properties in thorough repair, working order and condition,
and to provide adequate reserves for depreciation.

Security

The first mortgage bonds will be secured by the Mortgage equally and ratably with all other bonds
now or hereafter issued under the Mortgage. The Mortgage constitutes a first mortgage lien on all of
the real estate, personal property and franchises of CG&E, subject io excepted encumbrances and the
tollowing cxceptions:

* any property that has been released from the lien of the Mortgage by the morigage trustee;

* cxcept in case of a completed default {(followed by a taking possession of the mortgaged
property), revenues, earnings, rents, issues, income and profits of the mortgaged property, cash,
bills, notes and accounts receivable, contracts and choses in action, materials, supplies and
construction ¢quipment; and

* in any case, bonds, notes, evidences of indebtedness, shares of stock and other securities, except
as may be specifically subjected to the lien.

The Mortgage conlains provisions that subject after-acquired property (subject to pre-existing
liens) to the lien. These provisions may not be effective as to property acquired subsequent to the filing
of a case with respect to CG&E under the federal Bankruptey Reform Act of 1978, Certain covenants
prohibiting the disposition by CG&FE of equity securities of, and limiting the creation of indebtedness
by, subsidiaries other than CG&ZE's Kentucky subsidiary, The Union Light, Heat and Power Company,
will not apply in respect of the first mortgage bonds.
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Issuance of Additional Bonds

Additional bonds in one or more series may be issued in principal amounts equal to (1) 66%% of
the cost or the then fair value to CG&E (whichever is less) of unfunded property additions acquired,
made or constructed subsequent to September 30, 1945, less the excess, if any, of retirements over the
minimum provision for depreciation, (2) the principal amount of bonds previously issued under the
Mortgage and retired {other than under a sinking fund and in certain other cases) or deposited with
the mortgage trustee for retirement, or (3) amounts of cash deposited with the mortgage trustee, which
cash may be withdrawn as CG&E becomes entitled to the issuance of further amounts of bonds. Bonds
may be issued upon the basis of property additions and cash deposits only i net earnings (as defined in
Section 5 of Article Five of the Mortgage) for any 12 consecutive calendar months within the 15
calendar months immediately preceding the issuance are at least twice the annual interest charges on
all outstanding indcbtedness having an equal or prior lien, including the additional issue. For the
12 months ended December 31, 2002, based on bonds outstanding on that date, CG&E’s coverage was
sufficient to issue the entire amount of the first mortgage bonds. No bonds may be issued against
property additions it (1) prior lien bonds outstanding against those property additions exceed 35% of
the cost or fair value (whichever is less) of the property additions, or (2) the aggregate principal
amount of all prier lien bonds exceeds 15% of the principal amount of all bonds issued and
outstanding under the Mortgage plus bonds proposed to be issued. The first mortgage bonds will be
issued on the basis of unfunded property additions or against the retirement of bonds.

Modifications of the Morigage

The rights and obligations of CG&E and of the bondholders may be modified only with the
consent of the holders of at least 66%% in aggregate principal amount of the bonds then outstanding
and affected thereby. No modification may extend the maturity of or reduce the rate of interest on or
otherwise modify the tcrms of payment of principal or interest on any bond without the express consent
of the holder of the bond ar permit the creation of any lien ranking prior fo or equal with the lien of
the Mortgage on any of the mortgaged property. Notice of a proposed modification must be published
in newspapers of general circulation in New York, New York and Cincinnati, Ohio, and the Mortgage
provides that the modification must be consented to in writing within twelve months after the first
publication of the notice. CG&E may, without the consent of bondholders, amend the Mortgage to
remove this time limitation and to cure any ambiguity or correct any defective provision.

Redemption

The first mortgage bonds may be redeemable in whole or in part at the election of CG&E on
30 days’ notice. Reference is made to the relevant prospectus supplement for the redemption terms of
the first morigage bonds. In the event that CG&E elects (o redeem less than all of the first mortgage
bonds, the first mortgage bonds to be redeemed will be drawn by lot in such manner as the morigage
trustce may ¢lect,
Events of Default

A completed default is defined in the Mortgage as being:

s default in payment of principal;

¢ default for 90 days in payment of any interest;

= default in certain cases in payment of interest or principal of outstanding prior lien bonds
beyond the period of grace specified in the Mortgage or other lien constituting a prior lien;

+ default for 90 days after notice in the performance of any other covenant in the Mortgage; and
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* certain events of bankruptey, insolvency, or reorganization.

The Mortgage provides that the mortgage trustee may withhold notice to the bondholders of any
default (except in payment of principal of, or interest on, the bonds) if the mortgage trustee considers
it in the interest of the bondholders to do so. The Mortgage provides that, if a completed default has
occurred, either the mortgage trustee or the holders of 25% in principal amount of the bonds then
outstanding may declarce the principal of and accrued interest on all the bonds to be due and payable.
In certain cases the holders of a majority in principal amount of the bonds then outstanding may annul
the declaration and its consequences, and may waive past defaulis if the agreements in respect to which
the default occurred have been fully performed and all arrears of interest, principal of any bonds then
due, and mortgage trustee’s expenses have been paid. Evidence of compliance with certzin conditions
and covenants of the Mortgage is periodically furnished by CG&E. The holders of a majority in
principal amount of the bonds at the time outstanding have the right to direct the method and place of
conducting any proceeding for any sale, foreclosure, or other proceeding under the Mortgape, as well
as the right to direct the mortgage trustee to exercise any frust or power with respect to entry or sale
conferred on it, so long as the direction is in accordance with the Mortgage and applicable law and the
holders offer the mortgage trustee indemnity against its costs, expenses, and liabilities.

Subject to the right of any holder to enforce the payment of the principal of and interest on the
holder’s bonds at and after the maturity, no holder of any bond has the right to institute any
proceceding to enforce the Mortgage unless the holder has given the mortgage trustee notice of a
completed default and unless the holders of at least 25% in aggregate principal amount of the bonds
then outstanding have:

* madc written request to the mortgage trustee;

* offered the mortgage trustee reasonable opportunity to exercise its powers or institute action in
its own name; and

+ offered the mortgage trustee indemnity satisfactory to it against its costs, expenscs, and
liabilities,

Concerning the Mortgage Trustee

The Bank of New York is the mortgage trustee under the Mortgage. It also makes loans to, and
performs other financial scrvices for, vs and our affiliates in the normal course of business.

Book Entry; Delivery and Form

Unless otherwise specified in the applicable prospectus supplement, the first mortgage bonds will
be issued in fully registered form, without coupons. Except as described below or otherwise specified in
the applicable prospectus supplement, the first mortgage bonds will be deposited with, or on behalf of,
the Depository Trust Company, New York, New York, or DTC, and registered in the name of DTC’s
nominee, in the form of a global bond.

We expect that pursuant to procedures established by DTC:

* upon deposit of the bond, DTC or its custodian will credit on its internal system interests in the
global hond to the accounts of persons who have accounts with DTC, the participants; and

* ownership of intcrests in the global bond wilk be shown on, and the transfer of those interests
will be effected anly through, records maintained by DTC or its nominee (with respect to
interests of the participants) and the records of the participants (with respect to interests of
petsons other than participants). Ownership of beneficial interests in the global bond will be
limited to participants or persons who hold interests through participants.
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So long as DTC or its nominee is the registered owner of the first mortgage bonds, DTC or the
nominee will be considered the sole owner of the first mortgage bonds represented by the global bond
for all purposes under the Mortgage unless we indicate differently in a prospectus supplement. Except
as specified below, no beneficial owner of an interest in the glabal bond will be able to transfer that
interest except in accordance with DTC’s procedures, in addition to those provided for under the
Moartgage with respect to the first mortgage bonds.

Unless otherwise specified in the applicable prospectus supplement, payments of the principal of
and interest on the global bond will be made 1o DTC or its nominee, as the case may be, as the
registered owner thereof, Nonc of CG&E, the mortgage trustee or any paying agent under the
Mortgage will have any responsibility or liability for any aspect of the records relating to or payments
made on account of beneficial ownership interests in the global bond or for maintaining, supervising or
reviewing any records relating to those bencficial ownership interests.

Unless otherwise specified in the applicable prospectus supplement, we expect that DTC or its
nominee, upon receipt of any payment of the principal of or interest on the global bond, will
immediately credit the participants’ accounts with payments in amounts proportionate to their
respective beneficial interests in the principal amount of the global bond as shown on the records of
DTC or its nominee. We also expect that payments by participants to owners of beneficial interests in
the global bond held through such participants will be governed by standing customer instructions and
customary practice as is now the case with securities held in nominee accounts. These payments will be
the responsibility of the participants.

Transfers between participants in DTC will be effected in accordance with DTC’s rules and will be
settled in immediately available funds. If a holder requires physical delivery of a certificated first
mortgage bond for any reason, including to sell first mortgage bonds to persons in states which require
physical delivery of the first mortgage bonds or to pledge such securities, the holder must transfer its
interest in the global bond in accordance with the normal procedures of DTC and with the procedures
set forth in the Moritgage.

Unless otherwise specified in the applicable prospectus supplement, we expect that DTC will

advise us that:

s it will take any action permitted to be taken by a holder of first mortgage bonds (including the
presentation of the first morigage bonds for exchange as described below) only at the direction
of one or more participants to whose account at DTC interests in the global bond are credited
and only in respect of that portion of the aggregate principal amount of first mortgage bonds as
to which the participant or participants has or have given direction. However, as described
below, if there is an event of default under the Mortgage, DT'C will exchange the global bonds
for certificated first mortgage bonds, which it will distribute to its participants;

* it is a limited purposc trust company organized under the laws of the State of New York, a
member of the Federal Reserve System, a “clearing corporation” within the meaning of the
Uniform Commercial Code and a “clearing agency” registered pursuant to the provisions of
Section 17A of the Exchange Act; and

* it was created to hold securities for its participants and facilitate the clearance and settlement of
securities transactions between participants through electronic book-entry changes in accounts of
its participants, thereby eliminating the need for physical movement of certificates. Participants
include securities brokers and dealers, banks, trust companies, clearing corporations and cerfain
other orpanizations. Indirect access to the DTC system is available to others such as banks,
brokers, dealers and trust companies that clear through or maintain a custodial relationship with
a narticipant, cither dircetly or indirectly.
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Although DTC is expected to agree to the forepoing procedures in order to facilitate transfers of
interest in the global bond among the participants, it is under no obligation to perform those
procedures, and the procedures may be discontinued at any time. Neither CG&E nor the mortgage
trustee will have any responsibility for the performance by DTC or its participants or indirect
participants of their respective obligations under the rules and procedures governing their operations.

Exchange of Interests in Global Bonds for Certificated Bonds

Unless otherwise specified in the applicable prospectus supplement, the entire global bond may be
exchanged for definitive first mortgage bonds in registered, certificated form if:

= DTC notifies us that it is unwilling or unable to continue as depositary for the global bond and
we fail to appoint a successor depositary within 90 days;

* DTC has ceased to be a clearing agency registered under the Exchange Act;

« we notify the mortgage trustee in writing that we elect to cause the issuance of certificated
bonds; or

+ there shall have occurred and be continuing a default or an event of default with respect to the
first mortgage bonds.

Unless otherwise specified in the applicable prospectus supplement, beneficial interests in the
global bond may be exchanged for certificated bonds only upon at least 20 days’ prior written notice
given to the mortgage trustee by or on behalf of DTC in accordance with customary DTC procedures.
Certificated bonds delivered in exchange for any beneficial interest in the global bond will be registered
in the names, and issued in any approved denominations, requested by IXI'C on behalf of its direct or
indirect participants.

Neither CG&E nor the mortgage trustee will be liable for any delay by the holder of the global
bond or DTC in identifying the beneficial owners of the first mortgage bonds, and CG&E and the
mortgage trustee may conclusively rely on, and will be protected in relying on, instructions from the
holder of the global bond or DTC for all purposes.

DESCRIPTION OF THE PREFERRED STOCK

We may issuc from time to time one or more series of preferred stock. When we issue shares of
preferred stock, we will provide specific information about the preferred stock being offered in a
prospectus supplement.

We have summarized certain terms and provisions of our Amended Articles of Incorporation. The
summary is not complete. The Articles are an exhibit to the regisiration statement of which this
prospectus forms a part. You should read the entire Articles for provisions that may be important to
you.

The Articles limit the number of shares of preferred stock which we may issue to 6,000,000 shares,
with a par value of 3100 each. There are currently outstanding 169,834 shares of the 4% Series and
35,015 of shares the 4%% Serics.

The Articles also prohibit, without the consent of helders of at least two-thirds of the total number
of then-outstanding shares of preferred stock, the issuance of additional shares of preferred stock
unless the consolidated income of CG&E and its subsidiaries for any 12 consecutive calendar months
within the 15 calendar months immediately preceding the issuance has been at least 1.5 times the
annual interest charges on all debt, including that of CG&E's subsidiaries, and the annual dividend
requirement on all preferred stock of CG&E and its subsidiaries (and any class of stock with equal or
prior rank) to be outstanding after the issuance of additional shares of preferred stock. As of
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December 31, 2002, CG&E would have been permitted to issue the entire amount of the preferred
stock, This amount will fluctuate at any given time depending on future earnings and dividend rates,

General

The Board of Directors of CG&E may from time to time adopt amendments to the Articles
providing for the issuance of one or more series of preferred stock and fixing the terms of the series.
The relevant prospectus supplement will describe these terms, including:

¢ the designation and number of shares of the series;
* the dividend rate of the series;
= the dividend payment dates for the series;

* the price or prices at which shares of the series may be redeemed, except that the price may not
be less than 3100 a share or more than $115 a share, plus an amount equal to all accrued
dividends to the date fixed for redemption;

* the amount of any sinking fund applicable to the purchase or redemption of shares of the series
and the manner of its application;

» whether or not the shares of the series are convertible into, or exchangeable for, shares of any
other class or classes or of any other series of the same class of stock of CG&E and, if so, the
conversion price or prices, or the rates of exchange, and the adjustments, if any, at which the
conversion or cxchange may be made; and

= whether or not the issue of any additional shares of the series or any future series shall be
subject to any restrictions and, if so, the nature of those restrictions.

Dividend Rights

Holders of the preferred stock will be entitled to receive cumulative dividends, if and when
deelared by our Board of Directors, as specified in the relevant prospectus supplement. We may not
declare or get apart for payment any dividends or make any distribution on our common stock, or
redeem or repurchase any preferred or common stock, while there are any arrears in payment of
dividends on any outstanding preferred stock.

Voting Rights

Holders of the preferred stock do not have general voting rights, However, whenever dividends
payable on the preferred stock are in default in an aggregate amount equivalent to four full quarterly
dividends on ail outstanding shares, the hoiders of the preferred stock of all series, voting separately as
onc class, arc entitled to ¢lect a majority of the Board of Dircetors, That right continues until all
dividends then in default have been paid or declared and set apart for payment.

CG&E may not, without the consent in writing of the holders of record of at least two-thirds of
the total number of shares of preferred stock of all series then outstanding:

*+ create or authorize any kind of stock ranking prior to the preferred stock with respect to the
payment of dividends or upon the dissolution, liquidation or winding up of the Company,
whether voluntary or involuntary, or create or authorize any obligation or security convertible
into shares of any such kind of stock;

« amend, alter, change or repeal any of the express terms of the preferred stock so as to affect its
holders adversely; or

« sell all or substantially all its assets, or sell all or substantially all its electric properties.
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Liquidation Rights

Upon any dissolution, liquidation, winding up or reduction of the capital stock of CG&E resulting
in a distribution of assets to its shareholders, holders of outstanding shares of preferred stock will be
entitled to receive, before any distribution of assets is made to the holders of our common stock:

* in the event of any involuntary dissolution, liquidation or winding up, $100 a share together with
an amount equal to all accrued dividends; and )

= in the cvent of any voluntary dissolution, liquidation or winding up or in the event of a
reduction of the capital stock of the company resulting in a distribution of assets to its
shareholders, an amount equal to the redemption price then in effect of the preferred stock of
the series.

If the asscts to be distributed among the holders of the preferred stock are insufficient to permit
the payment to the holders of the full preferential amounts, then all remaining assets of the Company
will be distributed ratably among the holders of the preferred stock in proportion to the full
preferential amounts to which they are entitled. After payment to the holders of the preferred stock of
the full preferential amounts, the holders of the preferred stock, as such, will have no right or claim to
any of the remaining assets of the Company, which will be distributed to the holders of the common
stock.

Other Provisions

Holders of the preferred stock have no rights to subscribé for or purchase or receive any part of
any new or additional issue of stock of any class or securities convertible into stock of any class,
whether now or hereafter authorized and whether issued for cash, property or by way of dividends. The
preferred stock will be, when issued and paid for, fully paid and non-assessabie.

Transfer Agent and Registrar

The transfer agent and registrar for our preferred stock is National City Bank.

PLAN OF DISTRIBUTION

We may sell the securities directly to purchasers or indircctly through nnderwriters, dealers or
agents. The names of any underwriters, dealers or agents will be set forth in the relevant prospectus
supplement, We will also set forth in the relevant prospectus supplement:

* the terms of the offering of the securities;

* the proceeds we will receive from the sale;

* any underwriting discounts and other items constituting underwriters’ compensation,
* any initial public offering price;

¢ any discounts or concessions allowed or reallowed or paid to dealers; and

« any securities exchanges on which we may list the securities.

We may distribute the securities from time to time in one or more transactions at:

* u fixed price;

* prices that may be changed;

* market prices at the time of sale;

* prices related to prevailing market prices; and
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* negotiated prices.
We will describe the method of distribution in the relevant prospectus supplement.

If we use underwriters with respect to an issuance of securities, we will set forth in the relevant
prospectus supplement:

*+ the name of the managing underwriter, if any; and
* the name of any other underwriters.

The underwritcrs will acquire any sccurities for their own accounis and they may resell the
securities from time to time in one or more transactions, including negotiated transactions, at a fixed
public offering price and at varying prices determined at the time of sale.

Any initial public offcring price and any discounts or concessions allowed or reallowed or paid to
deulers may be changed from time to time. We anticipate that any underwriting agreement pertaining
1o any securities will:

» entitle the underwriters to indemnification by us against certain civil liabilities under the
Securities Act, or to contribution with respect to payments that the underwriters may be
required to make related to any such civil liability;

* subject the obligations of the underwriters to certain conditions precedent; and

* obligate the underwriters to purchase all securities offered in a particular offering if any
scouritics are purchased.

In connection with an offering of securities, underwriters may engage in transactions that stabilize,
maintain or otherwise affect the price of the securities. Specifically, underwriters may:

* averallot in connection with the offering, creating a syndicate short position;
* bid for, and purchase, securities in the open market to cover syndicate short positions;
* bid for, and purchase, securities in the open market to stabilize the price of the securities; and

* reclaim selling concessions allowed for distributing the securitics in the offering if the syndicate
repurchases previously distributed securities in syndicate covering transactions, in stabilization
transactions or otherwise.

Ay of these activities may stabilize or maintain the market price of the securities above
independent market levels, Underwriters are not required to engage in these activities, and may end
any of these activities at any time,

If we use a dealer in an offering of securities, we will sell the securities to the dealer, as principal.
The dealer may then resell the securitics to the public at varying prices to be determined by the dealer
at the time of resale, We will set forth the name of the dealer and the terms of the transaction in the
prespectus supplement.

If we use an agent in an offering of sccurities, we will name the agent and describe the terms of
the agency in the relevant prospectus supplement. Unless we indicate otherwise in the prospectus
supplement, we will require an agent to act on a best efforts basis for the period of its appointment.

Dealers and agents named in a prospectus supplement may be considered underwriters of the
securities described in the prospectus supplement under the Securities Act. We may indemnify them
against certain civil liabilities under the Securities Act. In the ordinary course of business, we may
engage in transactions with underwritess, dealers and agenis and they may perform services for us.
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We may solicit offers to purchase securities and make sales directly to institutional investors or
others who may be considered underwriters under the Securities Act with respect to those sales. We
will deseribe the terms of any such offer in the relevant prospectus supplemennt.

If we authorize underwriters or other agents to solicit from institutional investors offers to
purchase securities pursuant to contracts providing for payment and delivery at a future date, we will
indicate that we arc doing so in the relevant prospectus supplement. We must approve all purchasers
under these contracts; the institutional investors may include commercial and savings banks, insurance
companies, pension funds, investment companies, educational and charitable institutions and others. We
will not subjeet the obligations of these purchasers to any conditions except that:

* we will not allow purchases if they violate the laws of any jurisdiction to which a proposed
purchaser is subject; and

* if we are also selling the securities to underwriters, we will not sell to the underwriters subject to
delayed delivery.

Underwriters and other agents will not be responsible for the validity or performance of contracts
providing for payment and delivery at a future date.

We will set forth in the relevant prospectus supplement the anticipated delivety date of securities
and the prospectus delivery obligations of dealers.

LEGAL MATTERS

The validity of the securitics wiil be passed apon for us by Taft, Stettinius & Hollister LLP,
Cincinnati, Ohjo, and for the underwriters, if any, by Davis Polk & Wardwell, 450 Lexington Avenue,
New York, New York 10017, who may rely as to matters of Ohio law on the opinion of Taft, Stettinius
& Hollister LLP or other Ohio counsel. In the past, Davis Polk & Wardwell has acted as counsel in
certain matters for us and our affiliates.

EXPERTS

The financial statements and the related financial statement schedule incorporated in this
prospectus by reference from The Cincinnati Gas & Electric Company’s Annual Report on Form 16-K
have been audited by Deloitte & Touche LLF, independent auditors, as stated in their report, which is
incorporated herein by reference, and has been so incorporated in reliance upon the report of such
firm given upon their authority as experts in accounting and auditing.
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New Issue—-Book-Entry-Oaly

In the opinion of Sguire, Sanders & Dempsey L.L.P., Bond Counsel, under existing law (i} assuming continuing compliance with certain covenants
and the accuracy of certaln representations, interest on the Bonds is excluded from gross income for federal income tax purposes, except interest on
any Bond for any period during which it is held by a "substantinl user” or ¢ “related person,” as those terms are used in Section 147(a) of the
Iniernal Revenue Code of 1986, as amended (the “Code”), (ii) inferest on the Bonds is an item of tax preference for purposes of the federal
alternative minimum tax imposed on individuals and corporations and (ifi) interest on, and any profit made on the sale, exchange or other
dispesition of, the Bonds are exempl from the Ohio persoral income iax, the net income base of the Ohio corporate franchise tax, and municipel ond
school district income taxes in Ohio. For @ more complete discussion of the tax aspects, see "TAX MATTERS™ herein.

$94,000,000

Ohio Air Quality Development Authority
State of Ohio

Air Quality Development Revenue Bonds

(The Cincinnati Gas & Electric Company Project)
347,000,000 $47,000,000
2004 Series A 2004 Series B
Dated: Date of [ssuance Due: November 1, 2039

. The Bonds will be issued to provide funds to finance a portion of the costs of the acquisition, construction and installation of portions of
Eertam solid waste disposal facilities comprising air quality facilities at the Miami Fort Generating Station for The Cincinnati Gas & Electric
ompany.

The Bonds will be special obligations of the State of Ohio (the “State”) issued by the Ohio Air Quality Development Authority (the
*Issuer”), The Bonds will not constitute a debt, or 2 pledge of the faith and credit, of the Issuer or the State or of any political subdivision
thereof, and the holders or owners of the Bonds will have no right to have taxes levied by the General Assembly of the State or the taxing
aunthority of any political subdivision of the State for the payment of the principai or purchase price thereof or premium, if any, or interest
thereon. The Bonds will be payable solely, except to the extent paid out of monsys attributable fo proceeds thereof, from and secured by an
assignment by the Issuer of loan payments to be received under separate, but substantially identical, Loan Agreements with

The Cincinnati Gas & Electric Company

Payment of the principal of and interesi on the Bonds when due will be insured by separate bond insurance policies to be issued by XL
Capital Assurance Inc. simultaneously with the delivery of the Bonds.

ML CAPITAL ASSURANCE

Intercst on each series of Bonds will acerue at the Auction Rate from the date of issuance and will be payable on the Business Day after the
Auction Period, subject (0 certain exceptions. The initial Auction Period for the 2004 Series A Bonds will end on January 4, 2005 and, unless
changed in accordance with the Auction Procedures described in this Official Statement, the 2004 Series A Bonds thereafier will bear interest at
Auclion Rates for 35-day Auction Periods. The initial Auction Period for the 2004 Series B Bonds will end on January 11, 2005 and, untess changed
in accordance with the Auction Procedures, the 2004 Serics B Bonds thereafier will bear interest at Auction Rates for 35-day Auction Periods. The
Auction Rate for all Bonds for the applicable Auction Period afier the initial Auction Period will be the rate of interest per annum that the Auction
Apgent advises results from an Auclion condueted in accordance with the Auction Procedures, subject to certain conditions. Deutsche Bank National
Trust Company will serve as Trustee, Paying Agent and Registrar and Deutsche Bank Trust Company Americas will serve as the initial Auction
Agent under separate, bul substantially idenlicaf, Trust Indentures. Banc of America Securities LLC will serve as the initial Broker-Dealer and as
F]lerrzlglacftsing Ag]§nBl f():j the 2004 Series A Bonds and Lehman Brothers Inc. will serve as the initial Broker-Dealer and as the Remarketing Agent for
1he eries B Bonds.

The method for determining the interest rate to be borne by a series of the Bonds may be changed from an Auction Rate to a Daily Rate,
Weekly Rate, Commercial Paper Rate or 2 Term Rate at the times and in the manner set forth in this Official Statement.

Prospective purchasers should carefully review the Auction Procedures described in this Official Statemeni and should note that (i} a Bid or
a Sell Order constitutes a commitment to purchase or seil Auction Rate Bonds based upon the results of an Auction, (if) Auctions will be conducted
through telephone or telefax communications and (iii) settlement for purchases and sales will be made on the Business Day following an Auction.
Auction Rate Bonds may be transferred only pursuant to & Bid or a Sell Order placed in an Auctien or to or through a Broker-Dealer. See also “THE
BONDS — Auction Rate Period — Special Considerations Relating to Auciion Rate Bonds.”

. The Bonds wilt be subject 1o optional, extraordinary optional and mandatory redemption and optional and mandatory tender prior to
maturily, in each case at the price, in the manner and at the time set forth in this Official Statement,

The Bonds will be issued only as fully registered bonds and initially will be registered in the name of Cede & Co., as nominee for The
Depository Trust Company, New York, New Yark (“DTC”). DTC will act as a securities depository for the Bonds, Purchases of beneficial interests
in the Bonds initially will be made in book-entry-only form (without certificates) in denominations of $25,000 or any integral multiple thereof and
under certain circumstances are exchangeable as more fully described herein.  Principal of and any premiurn on the Bonds will be payable upon
presentation and surrender of the Bonds at the principal corporate trust office of the Repistrar. So long as DTC or its nominee, Cede & Co., is the
registered owner of the Bonds, payments of the principal of, premium, if any, and interest on the Bonds will be made directly tc Cede & Co. See
“THE BONDS -- Book-Entry-Only System™ herein.

Price: 100%

The Bonds are offered when, as and if issued by the Issuer and accepted by the Underwriters, subject to prior sale, withdrawal or modification of the
offer without notice, the aqpproval of legality l{v Squire, Sanders & Demp.reg L.L.P., as Bond Counsel, and certain other conditions. Certain legal
maiters wifl be passed upon for The Cincinnati C?as & Eleciric Company by J. William DuMond, Esq., Senior Counsel; for the Ohio Air Quality
Development Authority by Forbes, Fields & Associares Co., L.P.A; and for the Underwriters by Squire, Sanders & Dempsey LLP. It is expected
that delivery of the Bonds in book-eniry-only form will be made on or about November 18, 2004 in New York, New York, against payment therefor.

Banc¢ of America Securities LLC Lehman Brothers
2004 Series A Bonds only 2004 Series B Bonds only

Dated: November 10, 2004



No dealer, broker, salesman or other person has been authorized by the Ohio Air
Quality Development Authority, The Cincinnati Gas & Electric Company, Banc of America
Securities LLC or Lehman Brothers Inc. (the “Underwriters”) to give any information or to
make any represeniation with respect to the Bonds, other than those contained in this Official
Statement, and, if given or made, such other information or representation must not be relied
upon as having been authorized by any of the foregoing. Certain information contained herein
has been obtained from the Ohio Air Quality Development Authority, The Cincinnati Gas &
Electric Company, XL Capital Assurance Inc, and the Underwriters and other sources which are
believed to be reliable.

The information and expressions of opinion herein are subject to change without
notice and neither the delivery of this Official Statement nor any sale made hersunder shall,
under any circumstances, create any implication that there has been no change in the affairs of
the parties referred to above since the date hereof.

The Underwriters have provided the following sentence for inclusion in this Official
Statement. The Underwriters have reviewed the information in this Official Statement in
accordance with, and as part of, their responsibilities to investors under the federal securities
laws as applied to the facts and circumstances of this transaction, but the Underwriters do not
guarantee the accuracy or completeness of such information.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE
UNDERWRITERS MAY OVER-ALLOT OR EFFECT TRANSACTIONS WHICH
STABILIZE OR MAINTAIN THE MARKET PRICES OF SUCH BONDS AT LEVELS
ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH
STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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OFFICIAL STATEMENT

594,000,000
Ohio Air Quality Development Authority
State of Ohio
Air Quality Development Revenue Bonds
(The Cincinnati Gas & Electric Company Project)
$47,000,000 $47,000,000
2004 Series A 2004 Series B

INTRODUCTORY STATEMENT

This Official Statement, including the cover page and Appendices, of the Ohio Air
Quality Development Authority (the “Issuer”), is provided to furnish information in connection
with the offer and sale by the Issuer of $47,000,000 aggregate principal amount of its State of
Ohio Air Quality Development Revenue Bonds, 2004 Series A (The Cincinnati Gas & Electric
Company Project) (the “2004 Series A Bonds™) and $47,000,000 aggregate principal amount of
its State of Ohio Air Quality Development Revenue Bonds, 2004 Series B (The Cincinnati Gas
& Electric Company Project) (the “2004 Series B Bonds™; together with the 2004 Series A
Bonds, the “Bonds"”), to be issued under separate, but substantially identical, Trust Indentures,
dated as of November 1, 2004 (each an “Indenture”; together the “Indentures™), between the
[ssuer and Deutsche Bank National Trust Company, as trustee (the “Trusfee”). The Registrar
and Paying Agent will be Deutsche Bank National Trust Company, located in Chicago, Illinois
and Deutsche Bank Trust Company Americas will be the initial Auction Agent. Terms used as
defined terms and not otherwise defined herein are used as defined in the Indentures,

The proceeds of the Bonds will be loaned by the Issuer to The Cincinnati Gas &
Electric Company, a public utility and corporation organized and existing under the laws of the
State of Ohio (the “Compamy), pursuant to separate, but substantially identical Loan
Agreements dated as of November 1, 2004 (cach a “Loan Agreement”; together the “Loan
Agreements™), between the Company and the Issuer. The Bonds are being issued to provide
funds in order to assist the Company in financing its portion of the costs of acquiring,
constructing and instaliing portions of certain solid waste disposal facilities comprising air
quality facilities at Units 7 and 8 at the Miami Fort Generating Station (the “Plant”) located in
Hamilton County, Ohio (collectively, the “Project”); the Company owns as tenant in common
approximately a 64% interest in the Project. The Company will agree in each Loan Agreement
to make payments sufficient to pay when due the principal of and interest and any premium on
the related series of the Bonds and any other amounts relating thereto, including payments of the
purchase price. See “THE LOAN AGREEMENTS.”

The Bonds will be dated the date of their original issuance, will mature on November
1, 2039, will be subject to optional and mandatory tender for purchase, and will be subject to
optional and mandatory redemption, as provided in each Indenture and as funrther described in
this Official Statement. The 2004 Series A Bonds will bear interest initially at an interest rate
determined for the Auction Period ending on January 4, 20035, and thereafter will bear interest at



Auction Rates for 35-day Auction Periods, unless changed in accordance with the Auction
Procedures described herein or until a conversion to a different interest rate determination
method or until the maturity of the 2004 Series A Bonds. The 2004 Series B Bonds will bear
interest initially at an interest rate determined for the Auction Period ending on January 11, 2005,
and thereafter will bear interest at Auction Rates for 35-day Auction Periods, unless changed in
accordance with the Auction Procedures or until a conversion to a different interest rate
determination method or until the maturity of the 2004 Series B Bonds.

The Bonds are special obligations of the State of Ohio, issued by the Issuer and payable
solely from the revenues and other amounts received by the Trustee pursuant to the Loan
Agreements and the Indentures, The Bonds da not constitute a debt or a pledge of the faith and
credit of the State of Ohio or any pelitical subdivision thereof and the holders or owners of the
Bonds have no right to have taxes levied by the General Assembly of the State of OChio or
taxing authorify of any political subdivision of the State of Ohio for the payment of the
principal of, or redemption price of, or interest on, or purchase price of, the Bonds. The
Issuer has no taxing power.

Prospective investors should note that the L.oan Agreements allow the Company to
transfer all or any part of its electric generating facilities and associated assets and liabilities to
one or more other entities, to assign all of its obligations under the Loan Agreements (which
represent the source of repayment of the Bonds) to any one or more of such entities and to be
released from its obligations under the Loan Agreements, While the Company contemplates that
any such ultimate obligor will be capitalized so as not to impair that entity’s ability to fulfill its
obligations under the Loan Agreements, there is no requirement in the Loan Agreements that the
Company or any ultimate obligor of the Company’s obligations hold any particular assets. The
Company may only make such an assignment if certain conditions have been satisfied, including
that the Company either (i) makes the assignment as of a date on which the Bonds are subject to
mandatory tender for purchase or (ii) has delivered to the Issuer written evidence from each of
Moody's Investor Service, Inc. (“Moody’s”) and Standard & Poor’s Ratings Service (“S&P”)
that the Bonds have received, after taking into account the assignment, an Investment Grade
Rating (as defined below) from such rating agency. The Issuer and the Trustee must
acknowledge and agree to any such assignment and assumption agreement. See “THE LOAN
AGREEMENTS-Restructuring Transaction.”

Upon the issuance of the Bonds, XL Capital Assurance Inc. (the “Bond Insurer”) will
issue separate, but substantially identical, bond insurance policies (together the “Bond Insurance
Policies™) that will guarantee the payment of the principal of and interest on the related series of
the Bonds when due and upon special mandatory redemption on determination of taxability as
hereinafter described. The Bond Insurance Policies will be issued pursuant to an Insurance
Agreement between the Company and the Bond Insurer to be dated the date of issuance of the
Bonds (the “Insurance Agreement™). The Bond Insurance Policies will not insure payment of
the purchase price of the Bonds subject to mandatory purchase or purchase on the demand of the
bondholders thereof, losses suffered as a result of a bondholder’s inability to sell the Bonds at an
Auction, or payment of the principal, premium or interest on the Bonds as a result of an
acceleration, redemption (other than special mandatory redemption on determination of
taxability) or other advancement of maturity. Certain information with respect to the Bond
insurance Policies and the Bond Insurer is included in this Official Statement. See “THE BOND



INSURANCE POLICIES” and Appendix F. So long as the Bond Insurer is not in defauit under
the Bond Insurance Policics, the Indentures and Loan Agreements may not be amended or
supplemented without the prior written consent of the Bond Insurer, in accordance with the
provisions of the Indentures. Upon the occusrrence of an Event of Default under the Indentures,
the Bond Insurcr will be entitled to conirol and direct the enforcement of all rights and remedies
granted to the bondholders or the Trustee. See “THE INDENTURES ~ Events of Default” and
“—Rights of Bond Insurer.”

Brief descriptions of the Issuer, the Bonds, the Bond Insurance Policies, the Loan
Agreements, the Indentures and the Continuing Disclosure Agreement are included in this
Official Statement. Certain information with respect to the Company is included as or
incorporated by reference in Appendix A hereto. Appendix B sets forth Certain Definitions;
Appendix C .describes the Auction Procedures for the Bonds; Appendix D describes the
Settlement Procedures for the Bonds; Appendix E-1 and Appendix E-2 are the proposed form of
the opinton of Bond Counsel to be delivered in connection with the issuance and delivery of each
series of the Bonds; and Appendix F is a Specimen Bond Insurance Policy.

All references herein to the documents are qualified in their entirety by reference to
such documents, and references herein to the Bonds are qualified in their entirety by reference to
the definitive forms thereof included in each refated Indenture. Copies of certain of the financing
documents will be available for inspection at the principal corporate trust office of the Trustee
and, until the issuance of the Bonds, may be obtained from the Underwriters. Appendix A to this
Officiai Statement and alt information contained under the heading “APPLICATION OF
PROCEEDS” has been furnished by the Company. The information contained under the heading
“THE BONDS--Book Entry Only System” has been furnished by DTC, and none of the Issuer,
the Company, the Underwriters or Bond Counsel assume any responsibility for the accuracy or
completeness of such information. The information relating to Bond Insurer and the Bond
Insurance Policies contained under the heading “THE BOND INSURANCE POLICIES” and in
Appendix F has been provided by the Bond Insurer and neither the lssuer, the Company, the
Underwriiers nor Bond Counsel assume any responsibility for the accuracy or compieteness of
such information.

THE ISSUER

The Issuer is a body politic and corporate, organized and existing under the laws of
the State of Ohio (the “Siare ), including Section 13 of Article VIII of the Ohio Constitution and
Chapter 3706, Ohio Revised Code, as amended (collectively, the “Acr). Pursuant to the Act, the
Issuer is authorized to issue the Bonds and to loan the proceeds thereof to the Company for the
purpose of financing the Company’s portion of the cost of acquiring, constructing and installing
the Project and to secure the Bonds by an assignment of the payments under the Loan
Agreements, To accomplish such actions, the Issuer is authorized to enter into the Indentures
and the Loan Agreements.

The Bonds are special obligations of the State, issued by the Issuer and payable solely
from the revenues and other amounts received by the Trustee pursuant to the Loan Agreements
and the Indentures. The Bonds do not constitute a debt or a pledge of the faith and credit of
the State or any political subdivision thereof and the holders or owners of the Bonds have no



right to have taxes levied by the General Assembly of the State or taxing authority of any
political subdivision of the State for the payment of the principal of, or redemption price of, or
interest on, or the purchase price of, the Bonds. The Issuer has no taxing power.

APPLICATION OF PROCEEDS

The proceeds of the Bonds will be applied to finance the acquisition and construction
of the Company’s interest in certain solid waste disposal facilities comprising air quality
facilities at the Company’s Miami Fort Generating Station in Hamilton County, Ohio. The
proceeds of the Bonds also will be applied to pay costs of issuance of the Bonds.

The Issuer does not monitor the operation of the Project by the Company but relies
upon the representations of the Company contained in the Loan Agreements.

THE BONDS

Each series of the Bonds will be issued under a separate Indenture, although each
Indenture contains substantially identical terms and provisions. The occurrence of an event of
default with respect to one series of the Bonds will not constitute an event of defauit with respect
fo the other series of the Bonds, Redemption or conversion of one series of the Bonds may be
made in the manner described herein withou! the redemption or conversion of the Bonds of the
other series. Funds pledged under an Indenture to secure one series of the Bonds will not be
available for or pledged to the other series of the Bonds. In the following summary of terms of
the Bonds, references to the Bonds, the Indenture, the Loan Agreement and other defined terms
should be read as separaiely referring to each series of the Bonds and the related Indenture,
Loan Agreement and other defined terms, except as otherwise noted.

General

The Bonds will be issued under the Indenture in the aggregate principal amount and
mature on the date set forth on the cover page hereof, subject to optional and mandatory
redemption and optional and mandatory tender prior to maturity as described below. The Bonds
will be issuable as fully registered Bonds without coupons in Authorized Denominations.

Auction Rate Period

Auction Rates. Interest on the Bonds will accrue from the date of issuance and
delivery. For the Initial Interest Periods ending on, respectively, January 4, 2005 and Januvary 11,
2005, the interest rate will be the rate of interest per annum that is the minimum rate necessary to
sell the Bonds on the date of issuance of the Bonds at the principal amount thereof (without
regard to accrued interest). After the Initial Interest Periods, and prior to any subsequent
selection of a new interest rate determination method, the Bonds will be Auction Rate Bonds.
The interest rate on Auction Rate Bonds (the “duction Rate”) for each Auction Period after the
Initial Interest Periods will, subject to certain exceptions described below, be the rate that the
Auction Agent advises has resulted on the Auction Date from the implementation of auction
procedures set forth in Appendix C to this Official Statement (the “Auction Procedures”), in



which persons determine to hold or offer to sell or, based on interest rates bid by them, offer to
purchase or sell Auction Rate Bonds. Each periodic implementation of the Auction Procedures
is an “Auction.” Interest on Auction Rate Bonds will be computed on the basis of a 360-day year
for the number of days actually elapsed.

The rate of interest on the Auction Rate Bonds for each subsequent Interest Period
will be the Auction Rate; provided that if, on any Auction Date, an Auction is not held for any
reason, then the rate of interest for the next succeeding Interest Period will equal the Auction
Rate in effect for the preceding Interest Period. In no event will the Auction Rate be an interest
rate in excess of the Maximum Auction Rate on any Auction Date or the Maximum Interest Rate
at any time. Notwithstanding the foregoing, if: (a) the ownership of the Auction Rate Bonds is
no longer maintained in the Book-Entry System, the rate of interest on the Auction Rate Bonds
for any Interest Period commencing after the delivery of certificates representing Auction Rate
Bonds will equal the Auction Rate in effect for the preceding Interest Period; (b) a Payment
Default occurs, Auctions will be suspended and the Applicable Auction Rate Bonds Rate for the
Interest Period commencing on or after such Payment Default and for each Interest Period
thereafier to and including the Interest Period, if any, during which, or commencing less than the
Applicable Number of Business Days after, such Payment Default is cured will equal the
Maximum Auction Rate; or {c) if a failed conversion occurs following a proposed selection of a
different method of determining interest on the Bonds, and the next succeeding Auction Date
will be two or fewer Business Days after (or on) the effective date of any such failed conversion,
then an Auction will not be held on such Auction Date and the rate of interest on the Auction
Rate Bonds for the next succeeding Interest Period will be equal to the Auction Rate in effect for
the preceding Interest Period. Certain special provisions apply regarding the determination of an
Auction Rate if Sufficient Clearing Bids have not been made or in the event of the failure to meet
certain conditions required to (i) change the length of an Auction Period, (ii) adjust the
percentages used to determine the Maximum Auction Rate or (iii) effect a change in the method
of determining interest on the Bonds. See “Auction Procedures--Appendix C.”

Auction Periods and Dates. An Auction to determine the Auction Rate for each
Auction Period after the initiai Auction Period will occur on each Auction Date. The Auction
Date for each Auction Period will be the Business Day immediately preceding the first day of
each Interest Period, other than: (a) each Interest Period commencing after the ownership of the
Auction Rate Bonds is no longer maintained in book entry form by the Depository; (b) each
Interest Period commencing after the occurrence and during the continuance of a Payment
Default; or (¢} any Interest Period commencing less than the Applicable Number of Business
Days after the cure or waiver of a Payment Default. It is presently anticipated that (i) an Auction
Period of 35 days will be maintained for the 2004 Series A Bonds and, therefore, Auctions for
the 2004 Series A Bonds are anticipated to be held every fifth Tuesday, and (ii) an Auction
Period of 35 days will be maintained for the 2004 Series B Bonds and, therefore, Auctions for
the 2004 Series B Bonds are anticipated to be held every fifth Tuesday. The Company may
change the length of one or more Auction Periods or establish a different day as the Auction
Date for future Auction Periods. See “Changes in the Auction Terms--Changes in the Auction
Date.”

Special Considerations Relating to Auction Rate Bords. A broker-dealer may submit
orders in auctions for its own account. Any broker-dealer submifting an order for its own




account in any auction will have an advantage over other bidders in that it would have
knowledge of other orders placed through it in that auction (but it would not have knowledge of
orders placed through other broker-dealers, if any). As a result of the broker-dealer bidding, the
auction clearing rate may be higher or lower than the rate that would have cleared if the broker-
dealer had not bid. A broker-dealer may also bid in order to prevent what would otherwise be (i)
a failed auction; or (ii) an auction clearing at a rate that the broker-dealer deems, in its discretion,
to be too high given prevailing market conditions, A broker-dealer may also encourage
additional or revised investor bidding in order to prevent an ‘all-hold’ auction or an auction
clearing at a rate which the broker-dealer deems, in its discretion, to be too low given prevailing
market conditions.

The Securities and Exchange Commission (the “SEC™) is conducting an informal
inquiry relating to auction rate securities transactions. Recent financial market news reports
indicate that a number of participants in the auction rate securities market have received a letter
from the SEC requesting the recipient to conduct a voluntary internal investigation of the firm’s
practices and procedures relating to auction rate securities. Banc of America Sccurities LLC, the
underwriter and broker-dealer for the 2004 Series A Bonds, and Lehman Brothers Inc., the
underwriter and broker-dealer for the 2004 Series B Bonds, each have advised the Issuer that it
has received such a letter and is responding to the SEC in this inquiry. What action, if any, the
SEC will take at the conclusion of its inquiry cannot be predicted. It is possible that the inquiry
could lead to changes in practices relating to auctions which, among other things, might
adversely affect the market for, and liquidity of, auction rate securities such as the Bonds.

Interest Payment Dates. Inicrest on the Auction Rate Bonds initially will be payable
on the first Business Day after the end of each Auction Period. It is presently anticipated that (i)
for the 2004 Series A Bonds, each Auction Period will be 35 days, in which case the Interest
Payment Dates after the initial Interest Payment Date (January 5, 2005) will generally be every
fifth Wednesday, and (ii) for the 2004 Series B Bonds, each Auction Period will be 35 days, in
which case the Interest Payment Dates after the initial Interest Payment Date (January 12, 2005)
will generally be every fifth Wednesday.

The determination of any interest rate by the Remarketing Agent in accordance with
the Indenture or by the Auction Agent in accordance with the Auction Procedures will be
conclusive and binding upon the Issuer, the Trustee, the Paying Agent, the Auction Agent, the
Remarketing Agent, the Company, all Broker-Dealers and the registered and beneficial owners
of Auction Rate Bonds. Failure of the Remarketing Agent, the Paying Agent, the Trustee, the
Auction Agent or DTC or any DTC Participant to give any of the notices described in the
Indenture, or any defect therein, will not affect the interest rate to be borne by any Auction Rate
Bonds nor the applicable Auction Period.

In no event will the Auction Rate be more than the Maximum Auction Rate on any
Auction Date or the Maximum Interest Rate at any time.

Auction Agency Agreement. The Company will enter info an agreement (the
“Auction Agency Agreement’) with Deutsche Bank Trust Company Americas (together with any
successor bank or trust company or other entity entering into a similar agreement with the
Company, the “Auction Agent”) which provides, among other things, that the Auction Agent




will follow the Auction Procedures for the purposes of determining the Auction Rate so long as
the Auction Rate is to be based on fhe results of an Auction. See “Auction Procedures—-
Concerning the Auction Agent.”

Remarketing Agreemeni. The Company will enter into separate, but substantially
identical, Remarketing Agreements (each a “Remarketing Agreememt” and together the
“Remarketing Agreements™) with Banc of America Securities LLC with respect to the 2004
Series A Bonds (together with any successor as remarketing agent under the related Indenture,
the “2004 Series A Remarketing Agent”) and with Lehman Brothers Inc. with respect to the 2004
Series B Bonds (together with any successor as remarketing agent under the relaied Indenture,
the “2004 Series B Remarketing Agent”; together with the 2004 Series A Remarketing Agent,
each a “Remarketing Agemt” and together the “Remarketing Agents”), which sets forth the
Remarketing Agent’s duties and responsibilities and provides for the remarketing of Bonds
bearing an interest rate other than an Auction Rate. For each Rate Period, the interest rate for the
Bonds will be determined by the Remarketing Agent in accordance with the Indenture; provided
that, the interest rate or rates borne by the Bonds may not exceed the lesser of (a) 13% per
annum, (b) the maximum rate of interest permitted under State law, or (¢) in the case of Bonds
bearing interest at a Variable Rate, the maximum rate of interest permitted by any Liguidity
Facility then in effect (the “Maximum Interest Rate”). See also “THE INDENTURES—
Remarketing Agents.”

Liguidity Facility. Under the Indenture, upon conversion to a Rate Period that
provides for either optional or mandatory tender for purchase of Bonds prior to maturity, a
Liquidity Facility acceptable to the Bond Insurer must be delivered to the Trustee to provide for
the payment of purchase price of Bonds tendered for optional or mandatory purchase, unless the
requirement to deliver a Liquidity Facility is waived by the Bond Insurer. Ne Liguidity Facility
will be provided in connection with Auction Rate Bonds. As a consequence, certain provisions in
the Indenture that would be applicable to the Bonds if a Liquidity Facility were delivered are not
described in this Official Statement. If, at the option of the Company, a Liquidity Facility is
delivered with respect to the Bonds, the Bonds will be subject to mandatory tender for purchase
at a purchase price equal to 100% of the principal amount thereof on the date of the delivery of
the Liquidity Facility.

Broker-Dealer Agreements, Each Auction requires the participation of one or more
broker-dealers. The Auction Agent will enter into separate, but substantially identical
agreements with each Underwriter {(or an affiliate thereof) and may enter into similar agreements
(collectively, the “Broker-Dealer Agreements”) with one or more additional broker-dealers
(collectively, the “Broker-Dealers”) selected by the Company with the approval of the
Remarketing Agents (which approval will not be unreasonably withheld) which provide for the
participation of Broker-Dealers in Auctions. The Broker-Dealer will be paid a fee calculated as
set forth in the Broker-Dealer Agreements. In the event that there is more than one Broker-
Dealer, the Company will specify which Broker-Dealer is to perform certain functions under the
Indenture.

Depository. Unless a successor securities depository is designated pursuant to the
Indenture, or unless the Company otherwise directs, DTC will act as the Depository for its
members and participants (the “DTC Participants ) with respect fo Auction Rate Bonds. On the



date of delivery of Auction Rate Bonds offered hereby, the Auction Rate Bonds will be issued in
a global Bond in the denomination equal to the aggregate principal amount of Auction Rate
Bonds authorized pursuant to the Indenture. It is anticipated that such Bond will be registered in
the name of Cede & Co., a nominee of DTC. The global Bond will bear a legend to the effect
that such global Bond is issued subject fo the provisions restricting transfers of Auction Rate
Bonds contained in the Indenture. Stop-transfer instructions will be issued to the Paying Agent.
DTC or its nominee will be the holder of record of all issued and outstanding Auction Rate
Bonds and beneficial owners of such Auction Rate Bonds may not obtain physical possession of
Auction Rate Bonds beneficially owned by them.

Payment of principal, interest and premium, if any, on Auction Rate Bonds will be
tmade to DTC or its nominee, Cede & Co., as registered owner of Auction Rate Bonds. Upon
receipt of moneys, the current practice of DTC is to credit immediately the accounts of the DTC
Participants in accordance with their respective holdings shown on the records of DTC.
Payments by DTC Participants to beneficial owners are governed by standing instructions and
customary practices, as is now the case with municipal securities held for the accounts of
customers in bearer form or registered in “street name,” and will be the responsibility of such
DTC Participants and not of DTC, the Issuer, the Trustee, the Paying Agent, the Auction Agent
or the Company, subject to any statutory and regulatory requirements as may be in effect from
time to time. No assurances can be provided that in the event of bankruptcy or insolvency of
DTC or a DTC Participant through which a beneficial owner holds its interest in Auction Rate
Bonds, payment will be made by DTC or the DTC Participant on a timely basis.

The 1ssuer, the Trustee, the Paying Agent, the Company and the Remarketing Agent
will recognize DTC or its nominee as the registered owner of Auction Rate Bonds for all
purposes, including notices and consents. Conveyance of notices and other communications by
DTC to DTC Participants and by DTC Participants to beneficial owners will be governed by
arrangements among them, subject to any statutory and regulatory requirements as may be in
effect fram time to time.

Bond certificates are required to be issued in exchange for a global certificate and
registered in such names of the Beneficial Owner and in Authorized Denominations as the
Depository, pursuant to instructions from the Participants or otherwise, will instruct the Trustee
under the following circumstances:

(a)  The Depository determines to discontinue providing its service with
respect to the Bonds and no successor has been appointed within 90 days after the
Company receives notice thereof. Such a determination may be made by a Depository
at any time by giving notice to the Company, the Issuer, the Trustee, the Auction
Agent, the Registrar and the Paying Agent and discharging its responsibilities with
respect thereto under applicable law,

(b)  The Company determines that continuation of the system of Book-
Entry transfers through the Securities Depository is not in the best interests of the
Beneficial Owners.



(c) The Remarketing Agent has notified the Issuer, the Company, the
Auction Agent, the Registrar, the Paying Agent and the Trustee that the Auction Rate
Bonds should not be maintained in the Book-Entry System.

(d) The Depository is no longer registered or in good standing under the
Securities Exchange Act or other applicable statute or regulation and no successor has
been appointed within 90 days after the Company receives notice thereof.

DTC, which is a New York-chartered, limited purpose trust company, performs
services for its participants (including the DTC Participants), some of whom (and/or their
representatives) own DTC. DTC maintains lists of its participants and will maintain the
positions (ownership interests) held by each DTC Participant in Auction Rate Bonds, whether as
an Existing Holder for its own account or as a nominee for another Existing Holder. Each
beneficial owner of Auction Rate Bonds must make arrangements with its DTC Participant or
Broker-Dealer to receive notices and payments with respect to Auction Rate Bonds.

Beneficial Owners of the Bonds may wish to take certain steps to augment the
transmission to them of notices of significant events with respect to the Bonds, such as
redemptions, tenders, defaults and proposed amendments to the Bond documents, Beneficial
Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their benefit has
agreed to obtain and transmit notices to Beneficial Owners, or in the alternative, Beneficial
Owners may wish to provide their names and addresses to the Registrar and request that copies
of notices be provided directly to them.

THE ISSUER, THE COMPANY, THE TRUSTEE, THE REGISTRAR, THE
PAYING AGENT, THE AUCTION AGENT, THE BROKER-DEALERS AND THE
REMARKETING AGENTS HAVE NO RESPONSIBILITY WITH RESPECT TO (I) THE
ACCURACY OF THE RECORDS OF DTC OR ANY DTC PARTICIPANT AS TO THE
BENEFICIAL OWNERSHIP OF AUCTION RATE BONDS; (I} THE DELIVERY OF
EITHER NOTICES OR PAYMENT TO ANY PARTY OTHER THAN DTC OR ITS
NOMINEE AS REGISTERED OWNER OF AUCTION RATE BONDS; (111} ANY CONSENT
GIVEN OR OTHER ACTION TAKEN BY DTC OR ITS NOMINEE AS THE HOLDER OF
RECORD OF ALL ISSUED AND OUTSTANDING AUCTION RATE BONDS; OR (1V) THE
SELECTION BY DTC OR ANY DTC PARTICIPANTS OF ANY BENEFICIAL OWNERS
TO RECEIVE PAYMENT IN THE EVENT OF A PARTIAL REDEMPTION OF AUCTION
RATE BONDS.

See “Book-Eniry-Only System” below for further information about DTC and its
procedures.

Auction Procedures

Auciion and Settlement Procedures. A summary of the Auction Procedures is set
forth in Appendix C to this Official Statement.




A summary of the Settlement Procedures (as set forth in Exhibit A to the initial
Broker-Dealer Agreement) to be used with respect to Auctions is set forth as Appendix D to this
Official Statement.

Concerning the Auction Agent. Deutsche Bank Trust Company Americas is the
initial Auction Agent. The Auction Agent is acting as agent for the Company in connection with
Auctions. In the absence of willful misconduct or negligence on its part, the Auction Agent will
not be liable for any action taken, suffered or omitted or for any error of judgment made by it in
the performance of its duties under the Auction Agency Agreement and will not be liable for any
error of judgment made in good faith unless the Auction Agent has been negligent in
ascertaining (or failing to ascertain) the pertinent facts necessary to make such judgment,

The Auction Agent may terminate the Auction Agency Agreement upon notice in
accordance with the Indenture. The Auction Agent may be removed at any time by the
Company, with the consent of the Bond Insurer {(such consent not to be unreasonably denied), or
the holders of a majority of the aggregate principal amount of the Auction Rate Bonds upon at
least 45 days” written notice to the Auction Agent, the Paying Agent, the Registrar, the Issuer,
the Broker-Dealers, the Bond Insurer and the Remarketing Agent. If the Auction Agent should
resign or be removed, the Company is obligated under the Remarketing Agreement to use its best
efforts to appoint a successor Auction Agent and enter info an agreement with a successor
Auction Agent, subject to the consent of the Bond Insurer, containing substantially the same
terms and conditions as the Auction Agency Agreement.

Changes in the Auction Terms

Changes in an Auction Period. The Company may change the length of one or more
Auction Periods (and will make a corresponding change in the Interest Payment Date) in order to
conform with then current market practice with respect to similar securities. The Company may
also change the length of one or more Auction Periods (and may make a corresponding change in
the Interest Payment Date) in order to accommodate economic and financial factors that may
affect or be relevant to the length of the Auction Period and the interest rate borne by the Auction
Rate Bonds.

The Company will initiate the change in the length of one or more Auction Periods by
giving written notice to the Trustee, the Paying Agent, the Auction Agent, the Remarketing
Agent, the Issuer and the Depository in the form required by the Indenture at least five days prior
to the Auction Date for such Auction Period.

Any such changed Auction Period may not be less than seven days and must be an
integral multiple of seven days.

The change in the length of one or more Auction Periods will not be allowed uniess
Sufficient Clearing Bids existed at both the Auction before the date on which the notice of the
proposed change was given and the Auction immediately preceding the proposed change.

The change in length of one or more Auction Periods will take effect only if (A) the
Paying Agent, the Remarketing Agent and the Auction Agent receive, by 11:00 a.m., New York
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City time on the Business Day before the Auction Date for the first such Auction Period, a
certificate from the Authorized Company Representative in substantially the form required by
the Indenture, authorizing the change in the length of one or more Auction Periods specified in
such certificate and (B) Sufficient Clearing Bids exist at the Auction on the Auction Date for
such first Auction Period. If the condition referred to in (A) above is not met, the Applicable
Auction Rate Bonds Rate for the next Auction Period will be determined pursuant to the Auction
Procedures and the Auction Period will be the Auction Period determined without reference to
the proposed change. If the condition referred to in (A) is met but the condition referred to in (B)
above is not met, the Applicable Auction Rate Bonds Rate for the next Auction Period will be
the Maximum Auction Rate and the Auction Period will be the Auction Period determined
without reference to the proposed change.

Changes in the Auction Date. The Company may specify an earlier Auction Date
(but in no event more than five Business Days earlier) than the Auction Date that would
otherwise be determined in accordance with the definition of “Auction Date” with respect to one
or more specified Auction Periods in order to conform with then current market practice with
respect to similar securities, The Company, in order to accommodate economic and financial
factors that may affect or be relevant to the day of the weck constituting an Auction Date and the
interest rate borne on the Auction Rate Bonds, may specify an earlier Auction Date (but in no
event more than five Business Days earlier) than the Auction Date that would otherwise be
determined in accordance with the definition of “Auction Date” with respect to one or more
specified Auction Periods. The Authorized Company Representative will provide notice of any
determination to specify an earlier Auction Date for one or more Auction Periods by means of a
written notice delivered at least five days prior to the proposed changed Auction Date to the
Trustee, the Paying Agent, the Auction Agent, the Remarketing Apgent, the Issuer and the
Depository. Such notice will be substantially in the form of, or contain substantially the
information required by, the Indenture.

Notice Regarding Changes. Pursuant to the Auction Agency Agreement, the Auction
Agent will mail to the Existing Holders within two Business Days of its receipt thereof: (1) any
notice of a change in the Auction Period and (2) any certificate authorizing the adjustment of the
All Hold Rate and/or the Applicable Percentage used to determine the Maximum Auction Rate.
EXISTING HOLDERS TO WHOM ANY OF THE FOREGOING NOTICES HAVE BEEN
DELIVERED SHOULD CONTACT THEIR BROKER-DEALER TO BE GIVEN
INFORMATION REGARDING ANY OF THE FOREGOING CHANGES.

Interest Rate Determination Methods

Determination of Interest Rates and Rate Periods (other than Auction Rate). Foliowing

Conversion from an Auction Rate Period, each interest rate to be determined by the Remarketing
Agent will be the lowest rate of interest which, in the judgment of the Remarketing Agent, would
cause the Bonds to have a market value on the commencement date of such Rate Period equal to the
principal amount thereof plus accrued and unpaid interest, if any, under prevailing market
conditions as of the date of determination. In no event will the Variable Rate be an interest rate in
excess of the Maximum Interest Rate. All determinations of Variable Rates, including Commercial
Paper Rate Periods and Term Rate Periods, pursuant to the Indenture will be conclusive and binding
upon the Issuer, the Company, the Trustee, the Paying Agent, the Liquidity Facility Issuer and the
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holders of the Bonds. The Variable Rate in effect for Bonds during any Rate Period will be
available to Holders on the date such Variable Rate is determined, between 1:00 p.m. and 5:00 p.m.,
New York City time, from the Remarketing Agent or the Trustee at their principat offices. Under
the Indenture, the Bonds may be in different Rate Periods at any one time and the provisions of the
Indenture will separately apply with respect to each portion of the Bonds.

During any transitional period for a conversion from the Commercial Paper Rate Period
to a Daily or Weekly Rate Period in which the Remarketing Agent is setting different Commercial
Paper Rate Periods in order to effect an orderly transition of such conversion, Bonds bearing interest
at the Commercial Paper Rate will be governed by the provisions of the Indenture applicable to
Commercial Paper Rate Periods and Commercia! Paper Rates, and Bonds bearing interest at the
Daily Rate or Weekly Rate, as applicable, will be governed by the provisions of the Indenture
applicable to such Daily Rates and Daily Rate Periods or Weekly Rates and Weekly Rate Periods,
as the case may be,

Commercial Paper Rate and Commercial Paper Rate Period. The Commercial Paper
Rate Period for each Bond will be determined separately by the Remarketing Agent on or prior to
the first day of such Commercial Paper Rate Period as being the Commercial Paper Rate Period
which, in the judgment of the Remarketing Agent, will, with respect to each Bond, ultimately
produce the lowest overall interest cost on the Bonds during the Commercial Paper Rate Period,;
provided that each Commercial Paper Rate Period will be from one day to 270 days in length, will
begin on a Business Day and end on a day preceding a Business Day or the day preceding the
Maturity Date. The Commercial Paper Rate for cach Commercial Paper Rate Period will be
effective from and including the commencement date of such period and remain in effect to and
including the last day thereof. Each such Commercial Paper Rate will be determined by the
Remarketing Agent no later than 1:00 p.m., New York City time, on the first day of the Commercial
Paper Rate Period as the minimum rate of interest necessary, in the judgment of the Remarketing
Agent, to enable the Remarketing Agent to sell such Bond on that day at a price equal to the
principal amount thereof. If the Remarketing Agent has received notice of any conversion to a
Term Rate Period, the remaining number of days prior to the Conversion Date or, if the
Remarketing Agent has received notice of any conversion from a Commercial Paper Rate Period to
a Daily or Weekly Rate Period, the length of each Commercial Paper Rate Period for each Bond
will be determined by the Remarketing Agent to be either (i) that length of period that, as soon as
possible, will enable the Commercial Paper Rate Periods for all Bonds to end on the day before the
Conversion Date, or (ii) that length of period which, based on the Remarketing Agent’s judgment,
will best promote an orderly transition to the next Rate Period. If a Liquidity Facility is then in
effect, no Commercial Paper Rate Period may be established which is longer than a period equal to
the maximum number of days’ interest coverage provided by such Liquidity Facility minus 15 days
or which extends beyond the remaining term of such Liquidity Facility minus 15 days.

Daily Rate and Daily Rate Perigd. Daily Rate Periods will commence on a Business
Day and will extend to, but not include, the next succeeding Business Day. The Daily Rate for each
Daily Rate Period will be effective from and including the commencement date thereof and will
remain in effect during that Daily Rate Period. Each such Daily Rate will be determined by the
Remarketing Agent no later than 10:30 a.m., New York City time, on the Business Day which is the
commencement date of the Daily Rate Period to which it relates.
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Weekly Rate and Weekly Rate Period Weekly Rate Periods will commence on
Wednesday of each week and end on Tuesday of the following week, except that (i) in the case of a
conversion to a Weekly Rate Period, the initial Weekly Rate Period for Bonds will commence on
the Conversion Date and end on Tuesday of the following week; and (ii) in the case of a conversion
from a Weekly Rate Period to a different Rate Period, the last Weekly Rate Period prior to
conversion will end on the last day immediately preceding the Conversion Date, The Weekly Rate
for each Weekly Rate Period will be effective from and including the commencement date of such
period and will remain in effect through and including the last day thereof. Each such Weekly Rate
will be determined by the Remarketing Agent no later than 10:00 a.m., New York City time, on the
commencement date of the Weekly Rate Period to which it relates.

Term Rate and Term Rate Period. Term Rate Periods will commence either on a
Conversion Date (including a conversion from a Term Rate Period to a Term Rate Period of a
different duration} or, if then in a Term Rate Period, the commencement date of an immediately
successive Term Rate Period of the same duration and extend to but not include either the
commencement date of an immediately successive Term Rate Period (of whatever duration) or the
Conversion Date on which an Auction, Daily, Weekly or Commercial Paper Rate Period becomes
effective. The Term Rate for each Term Rate Period will be effective from and including the
commencement date of such period and remain in effect through and including the last day thereof.
Each such Term Rate will be determined by the Remarketing Agent not later than 12:00 noon, New
York City time, cn the Business Day immediately preceding the commencement date of such
period. The duration of each successive Term Rate Period will be the same as the then current Term
Rate Period until the Company elects to convert the Term Rate Period to an Auction, Daily, Weekly
or Commercial Paper Rate Period, or to an additional Term Rate Period, all as provided in the
Indenture.

Failure of Remarketing Agent to Set Rate. 1f the Remarketing Agent fails for any reason
to determine the rate for any Rate Period, then the Bonds will bear such interest at the last effective
rate established for such Rate Period, except as otherwise set forth in the Indenture.

Conversions

Conversions Between Rate Perfods. At the option of the Company, the Bonds may be
converted from one Rate Period to another, including a conversion from one Term Rate Period to
another Term Rate Period of a different duration. The Conversion Date must be an Interest
Payment Date for the Rate Period from which the conversion is to be made; provided, however, that
(1) if the conversion is from a Term Rate Period to another Rate Period, including a Term Rate
Period of a different duration, the Conversion Date must be limited to any Interest Payment Date
upon which the Bonds are subject to opticnal redemption pursuant to the Indenture or the last
Intercst Payment Date of that Term: Rate Period, as the case may be; (ii) if the conversion is from a
Daily Rate Period to a Weekly Rate Period, or from a Weekly Rate Period to a Daily Rate Period,
the Conversion Date may be any Wednesday, regardless of whether the Wednesday is an Interest
Payment Date; and (iii) if the conversion is from a Commercial Paper Rate Period, the Conversion
Date must be the last Interest Payment Date on which interest is payable for all Bonds bearing
Commercial Paper Rates theretofore established; provided, however, that if the conversion is from a
Commercial Paper Rate Period to a Daily or Weekly Rate Period, there may be more than one
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Conversion Date in accordance with the Indenture and in that case the Conversion Date with respect
to each Bond must be an Interest Payment Date for such Bond.

Not fewer than 15 days prior to the Conversion Date in the case of conversions from
Auction, Daily, Weekly and Commerciat Paper Rate Periods, and not fewer than 30 days prior to
the Conversion Date in the case of a conversion from a Term Rate Period, and not fewer than 30
days prior to the last Business Day before the commencement of a new Term Rate Period, the
Trustee will mail by first class mail a written notice of the conversion or of the commencement of
such new Term Rate Period to each holder stating: (i) in the case of a conversion, the type of Rate
Period to which the conversion will be made and the Conversion Date, (ii) that the Bonds will be
subject to mandatory tender for purchase on the Conversion Date or on the Business Day
immediately succeeding the last day of a Term Rate Period, as the case may be, and the purchase
price- of the Bonds, and (iii) if the Bonds are no longer in book-entry form and are therefore in
certificated form, information with respect to required delivery of bond certificates and payment of
the purchase price pursuant to the Indenture.

Conditions Precedent {o Conversions. Any conversion (i) from an Auction, Daily,
Weekly or Commercial Paper Rate Period to a Term Rate Period, (ii) from a Term Rate Period to an
Auction, Daily, Weekly or Commercial Paper Rate Period, or (iii) to a Term Rate Period from a
Term Rate Period (on a date other than the date originally scheduled as the last Interest Payment
Date of the then current Term Rate Period) will be subject to the condition that on or before the
Conversion Date, the Company will have delivered to the Issuer, the Trustee, the Auction Agent,
the Paying Agent, the Bond Insurer and the Remarketing Agent an Opinion of Bond Counsel to the
effect that the conversion is authorized under the Indenture and the Act and will not adversely affect
the exclusion from gross income of interest on the Bonds for federal income tax purposes.

As a condition fo any conversion from the Auction Rate Period to a Rate Period that
provides for either optional or mandatory tender for purchase of Bonds prior to maturity, unless the
Bond Insurer otherwise consents, a Liquidity Facility acceptable to the Bond Insurer must be
delivered to the Trustee. The Liquidity Facility, if any, to be held by the Trustee after the
Conversion Date must be sufficient to cover the principal of and accrued interest on the outstanding
Bonds for the maximum Interest Period permitted for that particular Rate Period plus 15 days, and,
if a Liquidity Facility is to be held by the Trustee after the conversion of the Bonds to a Term Rate
Period, that Liquidity Facility must also extend for the entire Term Rate Period plus 15 days. Ifa
Liquidity Facility is in effect and the purchase price of the Bonds under the Indenture includes any
premium, such conversion will be subject to the condition that the Trustee will have confirmed prior
to mailing notice to the holders of such conversion that the Trustee is entitled to draw on that
Liquidity Facility in an aggregate amount sufficient to pay the applicable purchase price (including
such premium). Notwithstanding anything in the foregoing, if an Event of Default involving a
payment default on the part of the Company has occurred and is continuing, the Bond Insurer will
succeed to the rights of the Company to request or direct a change in the Rate Period, provided that
such payment default has occurred and is continuing for a period of 35 days from the date of such
payment default.

Failure of Conversion. If for any reason a condition precedent to a conversion of the
Bonds is not met, the conversion will not be effective (although any mandatory tender pursuant to
the Indenture will be made on such date if the notice required under the Indenture has been sent to

14




holders stating that the Bonds would be subject to mandatory purchase on that date), and the Bonds,
except as otherwise provided and subject to the conditions set forth in the Indenture, generally will
be converted to a Weekly Rate Period and bear interest at the Weekly Rate determined by the
Remarketing Agent as of the date on which the conversion was to occur.

Optional Tenders

Purchase Price and Purchase Dates. The holders of Bonds bearing interest for a Daily
or Weekly Rate Period may elect to have their Bonds or portions thereof purchased at a purchase
price equal to 100% of the principal amount of such Bonds (or portions thereof), plus any interest
accrued from the immediately preceding Interest Payment Date and unpaid. There is no optional
tender right while the Bonds are in a Commercial Paper Rate, Term Rate or Auction Rate Period.

Datily Rate. Bonds bearing interest at Daily Rates may be tendered for purchase at a
price payable in immediately available funds on any Business Day, upon telephonic or electronic
notice of tender given not later than 11:00 a.m., New York City time, on the purchase date to the
Paying Agent. Any telephonic notice must be promptly confirmed by the holder to the Paying
Agent in writing,

Weekly Rate. Bonds bearing interest at Weekly Rates may be tendered for purchase at a
price payable in immediately available funds on any Business Day, upon delivery of written or
electronic notice of tender to the Paying Agent not later than 5:00 p.m., New York City time, on a
Business Day not fewer than seven days prior to the purchase date.

Notice of Tender. When a book-entry-only system is in effect, a Beneficial Owner
through its Direct Participant of that book-entry-only system may tender ifs interest in a Bond (or
porticn of Bond) by delivering notice, in the manner and by the time set forth above, to the Paying
Agent stating the principal amount of the Bond (or portion of Bond being tendered), payment
instructions for the purchase price and the purchase date. The Beneficial Owner will effect delivery
of such Bonds by causing such Direct Participant to transfer its interest in the Bonds equal to such
Beneficial Owner’s interest on the records of IDTC to the participant account of the Paying Agent
with DTC. When a book-entry-only system is not in effect, a holder of a Bond may tender the Bond
(or portion of Bond) by delivering a notice, in the manner and by the time set forth above, to the
Paying Agent which states (A) the principal amocunt of the Bond or Bonds to which the notice
relates, (B) that the holder irrevocably demands purchase of such Bond or Bonds or a specified
portion thereof in an amount equal to the lowest denomination then authorized or an integral
multiple of such lowest denomination, (C) the date on which such Bond or portion is to be
purchased, and (D) payment instructions with respect to the purchase price.

Mandatory Tenders

Commercigl Paper Rate Periods. Each Bond bearing interest at a Commercial Paper
Rate will be subject to mandatory tender for purchase, on the Interest Payment Date applicable to
such Bond, at a purchase price equal to 100% of the principal amount thereof.

Conversion Dates. On any Conversion Date (other than a Conversion Date from a Daily
Rate Period to a Weekly Rate Period or from a Weekly Rate Period to a Daily Rate Period), the
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Bonds will be subject to mandatory tender for purchase on such Conversion Date at a purchase price
equal to 100% of the principal amount thereof or, in the case of Bonds bearing interest at a Term
Rate which are tendered on a day on which those Bonds are subject to optional redemption at a
redemption price of more than 100% of the principal amount redeemed, at a purchase price equal to
that redemption price.

Term Rate Periods. On the Business Day immediately succeeding the last day of each
Term Rate Period, the Bonds will be subject to mandatory tender for purchase on such date at a
purchase price equal to 100% of the principal amount thereof.

Notices of Mandatory Tenders. Not fewer than 15 days prior to the Conversion Date in
the case of conversions from Auction, Daily, Weekly and Commercial Paper Rate Periods, and not
fewer than 30 days prior to the Conversion Date in the case of a conversion from a Term Rate
Period and not fewer than 30 days prior to the last Business Day before the commencement of a
new Term Rate Period, the Trustee will mail by first class mail a written notice to each holder,
setting forth those matters required by the Indenture, including a statement that the Bonds will be
subject to mandatory purchase on the Conversion Date or on the Business Day immediately
succeeding the last day of the current Term Rate Period. No notice will be given in connection with
the mandatory purchase of a Bond bearing interest at a Commercial Paper Rate on an Interest
Payment Date applicable to such Bond.

Remarketing and Purchase of Tendered Bonds

The Indenture provides that, unless otherwise instructed by the Company, the
Remarketing Agent will offer for sale and use its best efforts to find purchasers for Bonds for which
notice of tender has been received or which are subject to mandatory tender for purchase. The
Remarketing Agent will not sell any Bond as to which a notice of conversion from one type of Rate
Period to another has been given by the Trustee, unless the Remarketing Agent has advised the
person to whom the sale is made of the conversion. There will be no purchase of Bonds if an
acceleration has been declared under the Indenture due to any Event of Default described under
“THE INDENTURES--Events of Default,” and there will be no remarketing of Bonds if there has
accurred and is continuing an Event of Default or a Default under the Indenture, except in the sole
discretion of the Remarketing Agent.

The purchase price of Bonds tendered for purchase will be paid by the Paying Agent
from the following funds in the priority indicated: (i) proceeds of the remarketing of such Bonds by
the Remarketing Agent to persons other than the Company, its affiliates or the Issuer, (ii) proceeds
of the Liquidity Facility, if any, and (iii) proceeds of the remarketing of such Bonds by the
Remarketing Agent to the Company, its affiliates or the Issuer.

Payment of Purchase Price
When a book-entry-only system is in effect, the requirement for physical delivery of the

Bonds will be deemed satisfied when the ownership rights in the Bonds are transferred by Direct
Participants on the records of DTC to the participant account of the Paying Agent.
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When a book-entry-only system is not in effect, all Bonds to be purchased on any date
must be delivered to the Principal Office of the Paying Agent at or before (i) 12:00 noon, New York
City time, on the purchase date in the case of Bonds accruing interest at Auction or Weekly Rates;
(ii) 1:00 p.m., New York City time, on the purchase date in the case of Bonds bearing interest at
Daily or Commercial Paper Rates; or (iii) 3:00 p.m,, New York City time, on the purchase date in
the case of Bonds bearing interest at a Term Rate. If the holder of any Bond (or portion thereof)
that is subject to purchase fails to deliver such Bond to the Paying Agent for purchase on the
purchase date, and if the Paying Agent is in receipt of the purchase price, the Bond will be
purchased on the day fixed for purchase and ownership of such Bond (or portion thereof) will be
transferred to the purchaser, If on the purchase date the Paying Agent is in receipt of the purchase
price for all Bonds to be purchased on that purchase date, the holder of any such Bond will have no
further rights thereunder except the right to receive the purchase price thereof and, if the purchase
date coincides with an Interest Payment Date and if such holder was the holder of the Bond on the
Regular Record Date pertaining to the Interest Payment Date, such rights as the holder may have to
interest accrued to and unpaid on such Interest Payment Date.

Redemption

Optional Redempiion. The Bonds will be subject to optional redemption by the Issuer
at the direction of the Company, in whole or in part, as follows:

(iy During any Auction, Daily or Weekly Rate Period, on any Interest Payment Date,
at a redemption price equal to 100% of the principal amount thereof, plus accrued and unpaid
interest, if any, to the redemption date.

(i)  During any Commercial Paper Rate Period for a Bond, on the Interest Payment
Date for that Bond, at a redemption price equal to 100% of the principal amount thereof, plus
accrued and unpaid interest, if any, to the redemption date.

(iii} During a Term Rate Period, on any date which occurs on or after the first day of
the optional redemption period, and at the redemption prices, expressed as a percentage of the
principal amount being redeemed, plus accrued and unpaid interest, if any, to the redemption date,
as follows:
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Length of Term First Day of Optional
Rate Period Redemption Period Redemption Price
More than 15 years Tenth anniversary of 100%

commencement of Term
Rate Period

More than 10, but not Eighth anniversary of 100%
more than 15 years commencement of Term

Rate Period
More than 3, but not Fifth anniversary of 100%
more than 10 years commencement of Term

Rate Period
5 years or less Non-callable Non-callable

If at the time of the Company’s notice to the Trustee of a conversion to a Term Rate
Period (including a conversion from a Term Rate Period to a Term Rate Period of a different
duration), the Company satisfies certain conditions, including provision of an Opinion of Bond
Counsel that a change in the redemption provisions of the Bonds will not adversely affect the
exclusion from gross income of interest on the Bonds for federal income tax purposes, the
redemption periods and redemption prices may be revised, effective as of the date of such
conversion.

Extraordinary Optional Redemption During a Terim Rate Period During any Term
Rate Period, the Bonds are subject to redemption by the Issuer in whole at a redemption price of

100% of the principal amount redeemed, plus accrued and unpaid interest to the redemption date in
whole upon the occurrence of the event described below in paragraph (c) and in part upon the
accurrence of the other events described below in accordance with the applicable provisions of the
Indenture. In the event that any of the events described below affect less than all of the Project
Facilities and the Generating Station which they serve, the Bonds may be redeemed in an amount
equal to the outstanding principal amount of the Bonds multiplied by the following allocable
percentage figures for each Project Facility: 48% for Unit No. 7 at the Generating Station and
52% for Unit No. 8 at the Generating Station.

(a) The Project or the Plant are damaged or destroyed to such an extent that (1)
the Project or the Plant cannot reasonably be expected to be restored, within a period
of six consecutive months, to the condition thereof immediately preceding such
damage or destruction or (2) the Company is reasonably expected to be prevented
from carrying on its normal use and operation of the Project or the Plant for a period
of six consecutive months.

(b) Title to, or the temporary use of, all or a significant part of one or more of the
Project or the Plant is taken under the exercise of the power of eminent domain to
such an extent that (1) the Project or the Plant cannot reasonably be expected to be
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restored within a period of six consecutive months to a condition of usefulness
comparable to that exisiing prior to the taking or (2) the Company is reasonably
expected to be prevented from carrying on its normal use and operation of the
Project or the Plant for a period of six consecutive months.

(c) As a result of any changes in the Constitution of the State, the Constitution
of the United States of America or any state or federal laws or as a result of
legislative or administrative action (whether state or federal) or by final decree,
judgment or order of any court or administrative body (whether state or federal)
entered after any contest thereof by the Issuer or the Company in good faith, the
Loan Agreement becomes void or unenforceable or impossible of performance in
accordance with the intent and purpose of the parties as expressed in the Loan
Agreement.

(d) Unreasonable burdens or excessive liabilities are imposed upon the Issuer or
the Company with respect to the Project or the Plant or the operation thereof,
including, without limitation, the imposition of federal, state or other ad valorem,
property, income or other taxes other than ad valorem taxes at the rates presently
levied upon privately owned property used for the same general purpose as the
Project or the Plant.

(e Changes in the economic availability of raw materials, operating supplies,
energy sources or supplies or facilities (including, but not limited to, facilities in
connection with the disposal of industrial wastes) necessary for the operation of the
Project or the Plant occur or technological or other changes occur which the
Company cannot reasonably overcome or confrol and which in the Company’s
reasonable judgment render the Project or the Plant uneconomic or obsolete for the
Project purposes.

(f) Any court or administrative body enters a judgment, order or decree, or takes
administrative action, requiring the Company to cease all or any substantial part of
its operations served by the Project or the Plant to such extent that the Company is or
will be prevented from carrying on its normal operations at the Project or Plant for a
period of six consecutive months.

(g The termination by the Company of operations at the Plant.

Mandatory Redemption Upon a Determination of Taxability. The Bonds are subject to

mandatory redemption by the Issuer at a redemption price of 100% of the principal amount thereof,
plus interest accrued to the redemption date, at the earliest practicable date selected by the Trustee,
after consultation with the Company, but in no event later than 180 days following the receipt by the
Trustee of notification of a Determination of Taxability, as defined below. Such redemption will be
either in whole or, if in the Opinion of Bond Counsel the Determination of Taxability will not apply
to Bonds remaining outstanding after such redemption, in part.

A “Determination of Taxability” means written notice from the Company of the
occurrence of a final decision, ruling or technical advice by any federal judicial or administrative
authority to the offect that, as a result of a failure by the Company to observe or perform any
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covenant, agreement or obligation on its part to be observed or performed under the lLoan
Agreement or the inaccuracy of any representation made by the Company in the Loan Agreement,
interest on any Bond is or was includable in the gross income of the owner of that Bond for federal
income tax purposes, other than an owner who is a “substantial user” of the Project or a “related
person” as those terms are used in Section 147(a) of the Code; provided that, no decision by any
court or deciston, ruling or technical advice by any administrative authority will be considered final
(a) unless the owner involved in the proceeding or action giving rise to such decision, ruling or
technical advice (i) gives the Company and the Trustee prompt notice of the commencement thereof
and (ii) offers the Company the opportunity to control the contest thereof, provided that the
Company has agreed to bear all expenses in connection therewith and to indemnify the owner
against all liabilities in connection therewith, and (b) until the expiration of all periods for judicial
review or appeal. A Determination of Taxability will not result from the inclusion of interest on any
Bond in the computation of the alternative minimum tax imposed by Section 55 of the Code, the
branch profits tax on foreign corporations imposed by Section 884 of the Code or the tax imposed
on net excess passive income of certain S corporations under Section 1375 of the Code.

If the Indenture has been released in accordance with its terms prior to the occurrence of
a Determination of Taxability, the Bonds will not be subject to mandatory redemption.

Notice of Redemption. The Trustee will give notice of the redemption on behalf of the
Issuer by mailing a copy of the redemption notice by first class mail, postage prepaid, at least 30
days but not more than 90 days prior to the redemption date, to the owner of each Bond subject to
redemption in whole or in part and to the Auction Agent and the Bond Insurer. Failure to receive
any such notice, or any defect therein in respect of any Bond, will not affect the validity of the
redemption of any Bond, If at the time of mailing of the notice of redemption there has not been
deposited with the Trustee moneys sufficient to redeem all Bonds called for redemption, such notice
may state that it is conditional, subject to the deposit of moneys sufficient for the redemption. If
either (A} unconditional notice of redemption was mailed or (B) conditional notice was mailed and
the moneys sufficient to redeem all Bonds on the redemption date have been deposited with the
Trustee, then in either event, the Bonds and portions thereof called for redemption will become due
and payable on the redemption date, and upon presentation and surrender thereof at the place or
places specified in that notice, will be paid at the redemption price, plus interest accrued {o the
redemption date.

So long as Cede & Co., as nominee of DTC, is the registered owner of the Bonds, all
notices of redemption will be sent only to Cede & Co., and delivery of notice of redemption to the
Direct Participants, if any, will be solely the responsibility of DTC.

Book-Entry-Only System

Portions of the following information concerning DTC and DTC’s book-entry-only
system have been obtained from DIC. The Issuer, the Company, Bond Counsel and the
Underwriters make no representation as to the accuracy of such information. See “THE
BONDS--Auction Rate Period--Depository” for information about DTC and its procedures
relating to Auction Rate Bonds.

The Depository Trust Company (“D7TC"), New York, New York, will act as securities
depository for the Bonds. The Bonds will be issued as fully-registered bonds registered in the
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name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an
authorized representative of DTC. One fully-registered Bond certificate will be issued for each
series of the Bonds, in the aggregate principal amount of such series, and will be deposited with
DTC or its custodian.

DTC, the world’s largest securities depository, is a limited-purpose trust company
organized under the New York Banking Law, a “banking organization” within the meaning of the
New York Banking Law, 2 member of the Federa! Reserve System, a “clearing corporation”
within the meaning of the New York Uniform Commercial Code, and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934,
DTC holds and provides asset servicing for over 2.2 million issues of U.S. and non-U.S, equity
issues, corporate and municipal debt issues, and money market instruments from over 100
countries that DTC’s participants (“Direct Participants ) deposit with DTC. DTC also facilitates
the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic computerized book-entry transfers and pledges between
Direct Participants’ accounts. This eliminates the need for physical movement of securifies
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-
owned subsidiary of The Depository Trust & Clearing Corporation { “DTCC”). DTCC, in turn, is
owned by a number of Direct Participants of DTC and Members of the National Securities
Clearing Corporation, Fixed Income Clearing Corporation, and Emerging Markets Clearing
Corporation, (NSCC, FICC and EMCC, also subsidiaries of DTCC), as well as by the New York
Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of
Securities Dealers, Inc. Access to the DTC system is also available to others such as both U.S.
and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations
that clear through or maintain a custodial relationship with a Direct Participant, either directly or
indirectly ( “Indirect Participanis”). DTC has Standard & Poor’s highest rating: AAA. The DTC
Rules applicable to its Participants are on file with the Securities and Exchange Commission.
More information about DTC can be found at www.dtcc.com and www dtc.org.

Purchases of Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Bonds on DTC’s records. The ownership interest
of each actual purchaser of each Bond (“Beneficial Owrner™} is in turn to be recorded on the
Direct and Indirect Participants’ records, Beneficial Owners will not receive written confirmation
from DTC of their purchase. Beneficial Owners are, however, expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their holdings,
from the Direct or Indirect Participant through which the Beneficial Owner entered into the
transaction. Transfers of ownership interests in the Bonds are to be accomplished by entries made
on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial
Owners will not receive certificates representing their ownership interests in Bonds, except in the
event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name
as may be requested by an authorized representative of DTC. The deposit of Bonds with DTC
and their registration in the name of Cede & Co. or such other DTC nominee do not effect any
change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the
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Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts such
Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to DTC. If less than all of the Bonds within an issue
are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each
Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
respect to Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures,
Under its usual procedures, DTC mails an Omnibus Proxy to the Issuer as soon as possible after
the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those
Direct Participants to whose accounts Bonds are credited on the record date (identified in a listing
attached to the Omnibus Proxy).

Payments of principal of and interest on the Bonds will be made to Cede & Co., or
such other nominee as may be requested by an authorized representative of DTC. DTC’s practice
is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail
information from the Issuer or Paying Agent, on payable date in accordance with their respective
holdings shown on DTC’s records., Payments by Participants to Beneficial Owners will be
governed by standing instructions and customary practices, as is the case with securities held for
the accounts of customers in bearer form or registered in “street name,” and will be the
responsibility of such Participant and not of DTC nor its nominee, the Paying Agent, the Issuer or
the Company, subject to any statutory or regulatory requirements as may be in effect from time to
time. Payment of principal of and interest on the Bonds to Cede & Co. {or such other nominee as
may be requested by an authorized representative of DTC) is the responsibility of the Issuer or
Paying Agent, disbursement or such payments to Direct Participants will be the responsibility of
DTC, and disbursement of such paymenis to the Beneficial Owners will be the responsibility of
Direct and Indirect Participants.

A Beneficial Owner may give notice to elect to have its Bonds purchased or tendeted,
through its Participant, to the Paying Agent, and will effect delivery of such Bonds by causing the
Direct Participant to transfer the Participant’s interest in the Bonds on DTC’s records to the
Paying Agent. The requirement for physical delivery of Bonds in connection with a demand for
purchase or a mandatory purchase will be deemed satisfied when the ownership rights in the
Bonds are transferred by Direct Participants on DTC’s records.

DTC may discontinue providing its services as depository with respect to the
Securities at any time by giving reasonable notice to the lssuer or Paying Agent. Under such
circumstances, in the event that a successor depository is not obtained, Bond certificates are
required to be printed and delivered.
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The Issuer may decide to discontinue use of the system of book-entry transfers through
DTC (or a successor securities depository). In that event, Bond certificates will be printed and
delivered.

The information in this section concerning DTC and DTC’s book-entry system has
been obtained from sources that the Issuer believes to be reliable, but the lIssuer takes no
responsibility for the accuracy thereof.

So long as Cede & Co., as nominee of DTC, is the registered owner of any of the
Bonds, the Beneficial Owners of such Bonds will not receive or have the right to receive physical
delivery of the Bonds, and references herein to the registered owners of such Bonds will mean
Cede & Co. and will not mean the Beneficial Owners of such Bonds.

THE ISSUER, THE COMPANY, THE PAYING AGENT, THE REGISTRAR, THE
UNDERWRITERS AND THE TRUSTEE CANNOT AND DO NOT GIVE ANY
ASSURANCES THAT THE DIRECT PARTICIPANTS OR THE INDIRECT PARTICIPANTS
WILL DISTRIBUTE TO THE BENEFICIAL OWNERS OF THE BONDS (1) PAYMENTS OF
PRINCIPAL OF OR INTEREST AND PREMIUM, IF ANY, ON THE BONDS, (2}
CERTIFICATES REPRESENTING AN OWNERSHIP INTEREST OR OTHER
CONFIRMATION OF BENEFICIAL OWNERSHIP INTERESTS IN THE BONDS, OR (3)
NOTICES OF REDEMPTION OR OTHER NOTICES SENT TO DTC OR ITS NOMINEE,
CEDE & CO., AS THE REGISTERED OWNER OF THE BONDS, OR THAT THEY WILL
DO SO ON A TIMELY BASIS OR THAT DTC, DIRECT PARTICIPANTS OR INDIRECT
PARTICIPANTS WILL SERVE AND ACT IN THE MANNER DESCRIBED IN THIS
OFFICIAL STATEMENT. THE CURRENT “RULES” APPLICABLE TO DTC ARE ON
FILE WITH THE SEC, AND THE CURRENT “PROCEDURES” OF DTC TO BE
FOLLOWED IN DEALING WITH PARTICIPANTS MAY BE OBTAINED FROM DTC.

THE ISSUER, THE COMPANY, THE PAYING AGENT, THE REGISTRAR, THE
UNDERWRITERS AND THE TRUSTEE WILL NOT HAVE ANY RESPONSIBILITY OR
OBLIGATIONS TO ANY DIRECT PARTICIPANTS OR INDIRECT PARTICIPANTS OR
THE PERSONS FOR WHOM THEY ACT WITH RESPECT TO: (i) THE BONDS; (2} THE
ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR ANY SUCH DIRECT
PARTICIPANT OR INDIRECT PARTICIPANT; (3) THE PAYMENT BY ANY
PARTICIPANT OF ANY AMOUNT DUE TO THE BENEFICIAL OWNER IN RESPECT OF
THE PRINCIPAL OR REDEMPTION PRICE OF OR INTEREST ON THE BONDS; (4) THE
DELIVERY BY ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY
NOTICE TO ANY BENEFICIAL OWNER THAT IS REQUIRED OR PERMITTED UNDER
THE TERMS OF THE INDENTURE TO BE GIVEN TO BONDHOLDERS; (5) THE
SELECTION OF THE BENEFICIAL OWNERS TO RECEIVE PAYMENT IN THE EVENT
OF ANY PARTIAL REDEMPTION OF THE BONDS; OR (6} ANY CONSENT GIVEN OR
OTHER ACTION TAKEN BY DTC AS BONDHOLDER.

The book-entry-only system for registration of the ownership of the Bonds may be
discontinued at any time i (i) DTC determines to resign as securities depository for the Bonds;
or (ii) the Company determines (and notifies the Issuer in writing of its determination and the
Issuer provides 30 days’ notice of such discontinuation to the Trustee and DTC) to discontinue
the system of book-entry transfers through DTC (or through a successor securities depository).
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Upon occurrence of either such event, the issuer may, at the request of the Company, attempt to
establish a securities depository book-entry relationship with another securities depository. If the
Issuer does not do so, or is unable to do so, and afier the Issuer has notified DTC and upon
surrender to the Trustee of the Bonds held by DTC, the Issuer will issue and the Trustee will
authenticate and deliver the Bonds in registered certificate form in authorized denominations, at
the expense of the Company, to such Persons, and in such maturities and principal amounts, as
may be designated by DTC, but without any liability on the part of the Issuer, the Company or
the Trustee for the accuracy of such designation. In any such event (unless the Issuer appoints a
successor securities depository), the Bonds will be delivered in registered certificate form to such
persons, and in such maturities and principal amounts, as may be designated by DTC, but
without any liability on the part of the Issuer or the Trustee for the accuracy of such designation.
Whenever DTC requests the Issuer or the Trustee to do so, the Issuer or the Trustee will
cooperate with DTC in taking appropriate action after reasonable notice to arrange for another
securities depository to maintain custody of certificates evidencing the Bonds.

Revision of Book-Entry-Only System; Replacement Bonds

In the event that the Issuer or the Trustee determines that DTC is incapable of
discharging its responsibilities described in the Indenture and that it is in the best interest of the
Beneficial Owners of the Bonds that they be able to obtain certificated Bonds, the Issuer or the
Trustee will (i} appoint a successor Depository, qualified to act as such under Section 17A of the
Securities Exchange Act of 1934, as amended, notify DTC and Participants, identified by DTC,
of the appointment of such successor Depository and transfer one or more separate Bonds to
such successor Depository or (ii) notify DTC and Participants, identified by DTC, of the
availability through DTC of Bonds and transfer one or more separate Bonds to Participants,
identified by DTC, having Bonds credited to their DTC accounts. In such event, the Bonds will
no longer be restricted to being registered in the registration books of the Trustee in the name of
Cede & Co., as nominee of DTC, but may be registered in the name of the successor Depository,
or its nominee, or in whatever name or names Bondholders transferring or exchanging Bonds
designate, in accordance with the provisions of the Indenture.

Upon the written consent of 100% of the Beneficial Owners of the Bonds, the Trustee
will withdraw the Bonds from DTC, and authenticate and deliver Bonds fully registered to the
assignees of DTC or its nominee. If the request for such withdrawal is not the result of any
Issuer action or inaction, such withdrawal, authentication and declivery will be at the cost and
expense (including costs of printing, preparing and delivering such Bonds) of the persons
requesting such withdrawal, authentication and delivery.

In the event that the book-entry-only system is discontinued, the following provisions
will apply. The Bonds may be issued in Authorized Denominations. Bonds may be transferred
or exchanged in authorized denominations upon surrender of such Bonds at the principal office
of the Trustee, accompanied by an assignment satisfactory to the Trustee, duly executed by the
Owner or the Owner’s duly authorized attorney-in-fact. Neither the Issuer nor the Trustee will
be required to make any such transfer or exchange of any Bond during the period beginning at
the opening of business 15 days immediately preceding the mailing of a notice of Bonds selected
for redemption and ending at the close of business on the day of such mailing, or, with respect to
a Bond, after such Bond or any portion thereof has been selected for redemption. The Issuer or
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the Trustee may make a charge to the Owner for every transfer or exchange of a Bond sufficient
to reimburse it for any tax or other governmental charge required to be paid with respect to such
transfer or exchange, and may demand that such charge be paid before any new Bond is
delivered,

Insurance Agreement with Company

The following summarizes certain provisions of the Insurance Agreement, to which
reference is made for the detailed provisions thereof. All references in this summary to the
Bonds, the Bond Insurance Policy and other defined terms should be read as separately
referring to each series of the Bonds and the related Bond Insurance Policy and other defined
lerms,

The Bond Insurer has agreed to issue the Bond Insurance Policy pursuant to the
Insurance Agreement. Under the Insurance Agreement, the Company is obligated to reimburse
the Bond Insurer, immediately and unconditionally upon demand, for all payments made by the
Bond Insurer under the terms of the Bond Insurance Policy. The Company is also obligated to
deliver certain collateral to the Bond Insurer in certain circumstances and to comply with certain
financial covenants specified therein. The Insurance Agreement includes certain events of
default, including the failure of the Company to pay amounts owed thereunder to the Bond
Insurer and certain breaches by the Company of representations and warranties set forth therein.
If any such event of default should occur and be continuing, the Bond Insurer may, among other
things, notify the Trustee of such an event of default which would result in an “Event of Default”
under the Loan Agrcement and the Indenture. See “THE LOAN AGREEMENTS - Events of
Default and Remedies™ and “THE INDENTURES - Events of Default.”

THE BOND INSURER

The information relating to XL Capital Assurance Inc. contained herein has been
Jurnished solely by XL Capital Assurance Inc. No representation is made by the Underwriters,
the Remarketing Agents, the Issuer, Bond Counsel or the Company as to the accuracy or
adequacy of such information or as to the absence of material adverse changes in the condition
of XL Capital Assurance Inc. subsequent to the date hereof. The following discussion does not
purport to be complete and is qualified in its entirety by reference to the Bond Insurance
Policies, a specimen of the form of which is attached heveto as Appendix I. The Bond Insurer
accepls no responsibility for the accuracy or completeness of this Official Statement or any other
information or disclosure contained herein, or omitted herefrom, other than with respect to the
accuracy of the information regarding the Insurer and ils affiliates set forth under this heading.
In addition, the Bond Insurer makes no representation regarding the Bonds or the advisability of
investing in the Bonds.
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General

The Bond Insurer is a monoline financial guaranty insurance company incorporated
under the laws of the State of New York. The Bond Insurer is currently licensed to do insurance
business in, and is subject to the insurance regulation and supervision by, the State of New York,
forty-eight other states, the District of Columbia, Puerto Rico, the U.S. Virgin Islands and
Singapore. The Bond Insurer has a license application pending with the State of Wyoming, the
only state in which it is not currently licensed.

The Bond Insurer is an indirect wholly owned subsidiary of XL Capital Ltd, a
Cayman Islands corporation (XL Capital Ltd”). Through its subsidiaries, XL Capital Ltd is a
leading provider of insurance and reinsurance coverages and financial products to industrial,
commercial and professional service firms, insurance companies and other enterprises on a
worldwide basis. The common stock of XL Capital Ltd is publicly traded in the United States
and listed on the New York Stock Exchange (NYSE: XL). XL Capital Ltd is not obligated to
pay the debts of or claims against the Insurer.

The Bond Insurer was formerly known as The London Assurance of America Inc.
(“Landon™), which was incorporated on July 25, 1991 under the laws of the State of New York.
On February 22, 2001, XL Reinsurance America Inc. ("X Re") acquired 100% of the stock of
London, XL Re merged its former financial guaranty subsidiary, known as XL Capital
Assurance Inc. {formed September 13, 1999) with and into London, with London as the
surviving entity. London immediately changed its name to XL Capital Assurance Inc. All
previous business of London was 100% reinsured to Royal Indemnity Company, the previous
owner at the time of acquisition.

Reinsurance

The Bond Insurer has entered into a facultative quota share reinsurance agreement
with XL Financial Assurance Ltd (“XLFA™), an insurance company organized under the laws of
Bermuda, and an affiliate of the Bond Insurer. Pursuant to this reinsurance agreement, the Bond
Insurer expects to cede up to 90% of its business to XLLFA. The Bond Insurer may also cede
reinsurance to third parties on a transaction-specific basis, which cessions may be any or a
combination of quota share, first loss or excess of loss. Such reinsurance is used by the Bond
Insurer as a risk management device and to comply with statutory and rating agency
requirements and does not alter or limit the Bond Insurer's obligations under any financial
guaranty insurance policy. With respect to any transaction insured by the Bond Insurer, the
percentage of risk ceded to XLFA may be less than 90% depending on certain factors including,
without limitation, whether the Bond Insurer has obtained third party reinsurance covering the
risk. As a result, there can be no assurance as to the percentage reinsured by XLFA of any given
financial guaranty insurance policy issued by the Bond Insurer, including the Bond Insurance
Policies.

Based on the audited financials of XLFA, as of December 31, 2003, XLFA had total
assets, liabilities, redeemable preferred shares and shareholders’ equity of $831,762,000,
$401,123,000, $39,000,000 and 3$391,639,000, respectively, determined in accordance with
generally accepted accounting principles in the United States. XLFA’s insurance financial
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strength is rated “Aaa” by Moody’s and “AAA™ by S&P and Fitch Inc. In addition, XLFA has
obtained a financial enhancement rating of “AAA” from S&P.

The obligations of XLFA to the Bond Insurer under the reinsurance agreement
described above are unconditionally guaranteed by XL Insurance (Bermuda) Ltd ("XLI"), a
Bermuda company and one of the world's leading excess commercial insurers, XLI is a wholly
owned indirect subsidiary of XL Capital Ltd. In addition to A.M. Best’s rating of “A+”
(Negative Outlook), XLI’s insurance financial strength rating is “Aa2” by Moody’s, “AA-" by
Standard & Poor’s and “AA™ by Fitch. The ratings of XLFA and XLI are not recommendations
to buy, sell or hold securities, including the Bonds and are subject to revision or withdrawal at
any time by Moody’s, Standard & Poor’s or Fitch.

Notwithstanding the capital support provided to the Bond Insurer described in this
section, the holders of the Bonds will have direct recourse against the Bond Insurer only, and
neither XLFA nor XL1 will be directly liable to the holders of the Bonds.

Financial Strength and Financial Enhancement Ratings of Bond Insurer

The Bond Insurer's insurance financial strength is rated “Aaa” by Moody’s and
“AAA” by Standard & Poor’s and Fitch, Inc. (“Fitch™). In addition, the Bond Insurer has
obtained a financial enhancement rating of “AAA™ from Standard & Poor’s. These ratings reflect
Moody’s, Standard & Poor’s and Fitch's current assessment of the Bond Insurer's
creditworthiness and claims-paying ability as well as the reinsurance arrangement with XLFA
described under "Reinsurance” above.

The above ratings are not recommendations to buy, sell or hold securities, including
the Bonds and are subject to revision or withdrawal at any time by Moody’s, Standard & Poor’s
or Fitch, Any downward revision or withdrawal of these ratings may have an adverse effect on
the market price of the Bonds. The Bond Insurer does not guaranty the market price of the
Bonds nor does it guaranty that the ratings on the Bonds will not be revised or withdrawn.

Capitalization of the Bond Insurer

Based on the audited statutory financial statements for the Bond Insurer as of
December 31, 2002 filed with the State of New York Insurance Department, the Bond Insurer
has total admitied assets of $180,993,189, total liabilities of $58,685,217 and total capital and
surplus of $122,307,972 determined in accordance with statutory accounting practices prescribed
or permitted by insurance regulatory authorities (“SAP”). Based on the audited statutory
financial statements for the Bond Insurer as of December 31, 2003 filed with the State of New
York Insurance Department, the Bond Insurer has total admitted assets of $329,701,823, total
liabilities of $121,635,535 and total capital and surplus of $208,066,288 determined in
accordance with SAP.

For further information concerning the Bond Insurer and XLFA, see the financial
statements of the Bond Insurer and XLFA, and the notes thereto, incorporated by reference in
this Official Statement. The financial statements of the Bond Insurer and XLFA are included as
exhibits to the periodic reports filed with the Securities and Exchange Commission (the
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“Commission”) by XL Capital Lid and may be reviewed at the EDGAR website maintained by
the Commission. All financial statements of the Bond Insurer and XLFA included in, or as
exhibits to, documents filed by XL Capital Lid pursuant to Section 13(a), 13(c), 14 or 15(d) of
the Securities Exchange Act of 1934 on or prior to the date of this Official Statement, or after the
date of this Official Statement but prior to termination of the offering of the Bonds, shall be
deemed incorporated by reference in this Official Statement. Except for the financial statements
of the Bond Insurer and XLFA, no other information contained in XL Capital Ltd's reports filed
with the Commission is incorporated by reference, Copies-of the statutory quarterly and annual
statements filed with the State of New York Insurance Department by the Bond Insurer are
available upon request to the State of New York Insurance Department.

Regulation of the Bond Insurer

The Bond Insurer is regulated by the Superintendent of Insurance of the State of New
York. In addition, the Bond Insurer is subject to regulation by the insurance laws and regulations
of the other jurisdictions in which it is licensed. As a financial guaranty insurance company
licensed in the State of New York, the Bond Insurer is subject to Article 69 of the New York
Insurance Law, which, among other things, limits the business of each insurer to financial
guaranty insurance and related lines, prescribes minimum standards of solvency, including
minimum capital requirements, establishes contingency, loss and unearned premium reserve
requirements, requires the maintenance of minimum surplus to policyholders and limits the
aggregate amount of insurance which may be written and the maximum size of any single risk
exposure which may be assumed. The Bond Insurer is also required to file detailed annual
financial statements with the New York Insurance Department and similar supervisory agencies
in each of the other jurisdictions in which it is licensed,

The extent of state insurance regulation and supervision varies by jurisdiction, but
New York and most other jurisdictions have laws and regulations prescribing permitted
investments and governing the payment of dividends, transactions with affiliates, mergers,
consolidations, acquisitions or sales of assets and incurrence of liabilities for borrowings.

THE FINANCIAL GUARANTY INSURANCE POLICIES ISSUED BY THE BOND
INSURER, INCLUDING THE BOND INSURANCE POLICIES, ARE NOT COVERED
BY THE PROPERTY/CASUALTY INSURANCE SECURITY FUND SPECIFIED IN
ARTICLE 76 OF THE NEW YORK INSURANCE LAW,

The principal executive offices of the Bond Insurer are located at 1221 Avenue of the

Americas, New York, New York 10020 and its telephone number at this address is (212) 478-
3400.
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THE LOAN AGREEMENTS

Each Loan Agreement is separate from and will operate independently of the other Loan
Agreement, and the occurrence of an Event of Default under one Loan Agreement will not, in and of
itself, constitute an Event of Defaull under the other Loan Agreement. The Loan Agreemenis
contain substantially identical terms and provisions. All references in this summary to the Bonds,
the Issuer, the Indenture, the Loan Agreement and other defined terms should be read as referring
separately to each series of the Bonds and the velated Indenture, Loan Agreement and other defined
terms. Reference is made to each Loan Agreement for the detailed provisions thereof.

Loan of Proceeds

The Issuer will foan the proceeds of the sale of the Bonds to the Company, in
accordance with the Loan Agreement and the Indenture, (0 assist the Company in financing a
portion of the costs of the Project as defined in the Indenture.

Application of Proceeds; Completion

Net proceeds of the Bonds will be deposited into the Project Fund and disbursed to pay
Project Costs in accordance with the Loan Agreement. The Completion Date for the Project will be
established by the Company in accordance with the Loan Agreement. Any moneys in the Project
Fund remaining after the Completion Date and payment, or provision for payment, in full of the
Project Costs at the direction of the Company promptly will be (a) used to acquire, construct or
install such additional real and personal property comprising solid waste disposal facilities and Air
Quality Facilities as defined in the Act for use in connection with the Project as is designated by the
Company and the acquisition, construction, equipment, installation and improvement of which will
be such as is permitted under the Act, (b) used for the purchase of Bonds in the open market for the
purpose of cancellation at prices not exceeding the fair market value thereof plus accrued interest to
the date of payment therefor, (c) paid into the Bond Fund to be applied to the payment of Bond
Service Charges on the Bonds or the redemption of the Bonds, or (d) used for a combination of the
foregoing as is provided in that direction or for any other purposes as are or may be permitted under
the Act; provided that, in all such cases, (A) those moneys will be so used or applied only to the
extent that such use or application will not, in the opinion of Bond Counse!l or under a ruling of the
Internal Revenue Service, adversely affect the exclusion of the interest on the Bonds from the gross
income of the holders thereof and (B) any money remaining in the Project Fund following
completion of the Project will be invested in accordance with the Code in such manner as nof to
adversely affect the exclusion of the interest on the Bonds from the gross income of the holders
thereof. 1f moneys in the Project Fund are not sufficient to pay all Project Costs, the Company,
nonetheless, will complete the Project or cause the Project to be compleied, in order to fulfill the
Project Purposes set forth in the Loan Agreement and will pay alt such additional Project Costs
from its own funds.

Loan Payments

The Company is obligated to make Loan Payments under the Loan Agreement which
correspond, as to time, and are equal in amount, to the amount then payable as principal of and
premium, if any, and interest on the Bonds. All payments under the Loan Agreement related to the
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Loan will be assigned to the Trustee, and the Company will make such payments directly to the
Trustee for the account of the Issuer and for deposit in the Bond Fund created under the Indenture.

Obligation to Purchase Bonds

The Company will agree to pay or cause to be paid to the Trustee or the Paying Agent,
on or before each day on which Bonds may be or are required to be tendered for purchase, amounts
equal to thc amounts to be paid by the Trustee or the Paying Agent with respect to the Bonds
tendered for purchase on such dates pursuant to the Indenture; provided, however, that the
obligation of the Company to make any such payment will be reduced by the amount of (A) moneys
paid by the Remarketing Agent as proceeds of the remarketing of such Bonds by the Remarketing
Agent, (B} moneys drawn under a Liquidity Facility, if any, for the purpose of paying such
purchase price and (C) other moneys made available by the Company.

Term of Loan Agreement

The Loan Apreement will remain in full force and effect until such time as (i) all of the
Bonds are fully paid (or provision has been made for such payment) and the Indenture has been
released pursuant to the terms thereof and (ii) all other sums payable by the Company under the
Loan Agreement have been paid.

Maintenance and Modification

During the term of the Loan Agreement, the Company will use its best efforts to keep
and maintain the Project in good repair and good operating condition so that the Project will
continue to constitute Air Quality Facilities (as defined in the Loan Agreement) for the purposes of
the operation thereof.

Subject to certain conditions, the Company has the right, from time to fime, to remodel
the Project or make additions, modifications and improvements thereto, the cost of which must be
paid by the Company. The Company also has the right, subject to certain conditions, to substitute
or remove any portion of the Project.

Maintenance of Corporate Existence

Subject to the provisions below relating to an assignment or a Restructuring Transaction,
the Company will agree that during the term of the Loan Agreement, it will maintain its corporate
existence, will not dissolve or otherwise dispose of all or substantially all of its assets and will not
consolidate with or merge into another corporation or permit one or more other corporations to
consolidate with or merge into it; provided that the Company may consolidate with or merge into
another corporation, or permit one or more other corporations to consolidate with or merge into it,
or sell or otherwise transfer to another corporation all or substantially all of its assets as an entirety
and thereafter dissolve, provided the surviving, resulting or transferee corporation, as the case may
be (if other than the Company), is a corporation organized and existing under the laws of one of the
states of the United States, and assumes in writing all of the obligations of the Company under the
Loan Agreement and, if not an Ghio corporation, is qualified to do business in the State.
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Tax Covenant

The Company will covenant and represent in the L.oan Agreement that it has taken and
caused to be taken and will take and cause to be taken all actions that may be required of it for the
interest on the Bonds to be and remain excluded from the gross income of the owners thereof for
federal income tax purposes, and that it has not taken or permitted to be taken on its behalf, and it
will not take or permit to be taken on its behalf, any action which, if taken, would adversely affect
that exclusion under the provisions of the Code.

Assignment by Company

Notwithstanding any other provisions of the Loan Agreement, the Loan Agreement may
be assigned in whole or in part by the Company and the Project may be sold or conveyed by the
Company without the necessity of obtaining the consent of either the Issuer or the Trustee, subject,
however, to each of the following conditions:

(@) no assignment (other than as described under “Maintenance of Corporate
Existence” above or “Restructuring Transaction” below) will relieve the Company from
primary liability for any of its obligations under the Loan Agreement, and in the event of
any such assignment the Company will continue to remain primarily liable for the
payment of the Loan Payments and Additional Payments (as defined in the Loan
Agreement) and for performance and observance of the agreements on its part therein
provided to be performed and observed by it;

{b) any assignment by the Company must retain for the Company such rights and
interests as will permit it to perform its obligations under the Loan Agreement, and any
assignee from the Company must assume the obligations of the Company thereunder to
the extent of the interest assigned;

(c) the Company must, within 30 days after the execution thereof, furnish or cause
to be furnished to the Issuer and the Trustee a frue and complete copy of each such
assignment together with any instrument of assumption; and

(d) Any assignment from the Company may not materially impair fulfillment of the
Project Purposes to be accomplished by operation of the Project as provided in the Loan
Agreement,

Restructuring Transaction

Notwithstanding any other provisions of the Loan Agreement, the Loan Agreement
may be assigned as a whole by the Company, subject, however, to each of the following
conditions:

(a) The Company’s rights, duties and obligations under the Loan Agreement and
all related documents are assigned to, and assumed in full by, the assignee cither (i) as
of a date the Bonds are subject to mandatory purchase under the Indenture or (ii) as of
a date specified by the Company in connection with a Restructuring Transaction (as
defined below) but, in such case, only if the assignee is the GenCo (as defined below)
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and the Company has delivered to the Issuer and the Trustee written evidence of an
Investment Grade Rating (as defined below) (taking into account such assignment to,
and assumption in full by, the GenCo) with respect to the Bonds from each Rating
Agency.

(b)  The assignee and the Company execute an assignment and assumption
agreement, in form and substance reasonably acceptable to the Company, and
acknowledged and agreed to by the Issuer and the Trustee, and consented to by the
Bond I[nsurer, whereby the assignee confirms and acknowiedges that it has assumed
all of the rights, duties and obligations of the Company under the Loan Agreement
and all related documentation and agrees to be bound by and to perform and comply
with the terms and provisions of the Loan Agreement and all related documentation
as if it had originally executed the same; provided further that if there is more than
one assignee, such assignment and assumption agreement are on a joint and several
basis among all assignees.

(c) The Company furnishes to the 1ssuer, the Bond Insurer and the Trustee (i) an
Opinion of Bond Counsel that such assignment is authorized or permitted by the Act
and will not adversely affect the exclusion from gross income of interest on the
Bonds, (ii) an opinion of counsel to the assignee to the effect that such assignment
and assumption agreement has been duly authorized by the assignee and constitutes
the legal, valid and binding obligation of the assignee, enforceable against the
assighee in accordance with its terms, subject to laws relating to or affecting generally
the enforcement of creditors® rights, including, without limitation, bankruptcy and
insolvency laws and to general principles of equity (regardless of whether considered
in a proceeding in equity or at law) and (iii) a certificate of an Authorized Company
Representative and an opinion of counsel to the Company, each stating that such
transaction complies with the Loan Agreement and that all conditions precedent
therein relating to such transaction have been complied with.

(d) The Company furnishes or causes to be furnished, within 30 days after
execution thereof, to the Issuer and the Trustee a true and complete copy of such
assignment and assumption agreement.

(e) Any assignment from the Company does not materially impair fulfillment of
the purpose of the Project as herein provided.

(f) Upon the effectiveness of such assignment and assumption, the assignee is
deemed to be the “Company” under the Loan Agreement and the assignor is relieved
of all liability thereunder,

(g) Such assignment must have been approved in writing by the Bond Insurer in
its absolute discretion; provided, however, such approval may not be unreasonably
denied if the assignment is to a Regulated Utility (as defined in the Insurance
Agreement) with a credit rating equal fo or better than that of the Company.

The following definitions apply for the purposes of the I.oan Agreement:
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“Restructuring Transaction” means the sale or transfer by the Company of some or all
of its electric generating facilities and associated assets and liabilities, which sale or transfer
includes the Plant, to an entity or entities organized and existing under the laws of one of the states
of the United States of America, the District of Columbia or under the laws of the United States of
America and qualified to do business in the State (the “GenCo”) if such transfer or sale is, in the
sole discretion of the Company, necessary or desirable in order to permit the Company or an
affiliate of the Company to provide retail electric service in the State or to comply with any law of
the State relating to electric utility restructuring.

“Investment Grade Rating” means a long-term debt rating by a Rating Agency that is
included in one of the four highest debt rating categories of the Rating Agency, provided that
such rating categories mean generic categories and without regard to or other qualifications of
ratings within each such generic rating category such as “+”, -7, “1”, “2” or “3.”

“Rating Agency” means Moody’s and S&P.
Events of Default and Remedies

The Loan Agreement provides that the occurrence of each of the following events will
constitute an “event of default™

(a) The occurrence of an event of default described in paragraphs (a), (b) or {(c)
under “THE INDENTURES--Events of Default”;

(b)  Failure by the Company to observe and perform any other agreement, term or
condition contained in the Loan Agreement, other than a failure as has resulted in an
event of default described in (a) above, which failure continues for a period of 90 days
after notice by the Issuer or the Trustee, or for such longer period as the Issuer and the
Trustee agree to in writing; provided, that such failure will not constitute an event of
default so long as the Company institutes curative action within the applicable period
and diligently pursues that action to completion within 150 days after the expiration of
the initial 90 day cure period or within such longer period as the Issuer and the Trustee
may agree to in writing;

(c) The receipt by the Trustee of written notice from the Bond Insurer that an event
of default has occurred and is continuing under the Insurance Agreement; and

(d)  The occurrence of cerfain voluntary or involuntary events of bankiuptey,
reorganization or receivership with respect to the Company.

A failure by the Company described in paragraph (b} above will not be a default if it
occurs by reason of certain events of “force majeure” specified in the Loan Agreement not
reasonably within the control of the Company.

Whenever any event of default under the Loan Agreement has happened and is
subsisting, either or both of the following remedial steps may be taken by the Issuer or the Trustee:
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@ Have access to, inspect, examine and make copies of the books, records,
accounts, and financial data of the Company, only, however, insofar as they pertain to
the Project; or

(b) Pursue all remedies existing at law or in equity to recover ail amounts then due
and thereafter to become due under the Loan Agreement or to enforce performance and
observance of any other obligation or agreement of the Company under the Loan
Agreement.

Any amounts collected pursuant to action taken upon the happening of an event of
default will be paid into the Bond Fund and applied pursuant to the Indenture.

Amendment to the Loan Agreement

The Indenture provides that the 1.oan Agreement may be amended without the consent
of or notice to the holders of the Bonds only as may be required (i) by the provisions of the Loan
Agreement or the Indenture, (ii) for the purpose of curing any ambiguity, inconsistency or formal
defect or omission therein, (iii) in connection with an amendment of the Indenture not requiring the
consent of holders, or {iv) in connection with any other change therein which, in the judgment of the
Trustee, is not to the prejudice of the Trustee or the holders of the Bonds. The Loan Agreement
may be amended, but only with the consent of the holders of all of the outstanding Bonds, to change
the amounts or times as of which Loan Payments under the Loan Agreement are required to be
made. Any other amendments to the Loan Agreement may be made only with the written approval
or consent of the holders of not less than a majority in aggregate principal amount of the Bonds
outstanding. No amendment to the Loan Agreement will be effective without the consent of the
Bond Insurer (such consent not to be unreasonably denied).

Before the Issuer and the Trustee may consent to any amendment to the Loan
Agreement, there must be delivered to the Trustee an Opinion of Bond Counsel stating that such
amendment is authorized or permitted by the Act and is authorized under the Indenture, that such
amendment will, upon the execution and delivery thereof, be valid and binding in accordance with
its terms, and that such amendment will not adversely affect the exclusion from gross income of the
interest on the Bonds for federal income tax purposes.

THE INDENTURES

Each Indenture is separate from and will operate independently of the other
Indenture, and the occurrence of an Event of Default under one Indenture will not, in and of
itself, constitute an Event of Defaull under the other Indenture. The Indentures contain
substantially identical terms and provisions. All references in this summary to the Bonds, the
Indenture, the Loan Agreement, the Bond Insurance Policy and other defined terms should be
read as referring separately to each series of the Bonds and the related Indenture, Loan
Agreement, Bond Insurance Policy and other defined terms. Reference is made to each
Indenture for the derailed provisions thereof.
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Pledge of Revenues

Pursuant to the Indenture, all right, title and interest of the Issuer in and to the
“Revenues” (as defined below) and under the Loan Agreement (except for certain rights of the
Issuet), will be pledged or assigned to the Trustee to secure the payment of the principal or
redemption price of and interest on the Bonds.

“Revenues’ are defined to mean: (a) the Loan Payments, (b} all other moneys received
or to be received by the Issuer (excluding any fees paid to the Issuer and all Unassigned Authority
Rights} or the Trustee in respect of repayment of the Loan including, without limitation, all moneys
and investments in the Bond Fund, (¢} any moneys and investments in the Project Fund, and (d) all
income and profit from the investment of the foregoing moneys. The term “Revenues” does not
include any moneys or investments in the Rebate Fund or the Bond Purchase Fund as those terms
are defined in the Indenture.

Project Fund

The net proceeds of the sale of the Bonds, other than any accrued interest, will be
deposited in and credited to the Project Fund created under the Indenture and will be used by the
Trustee to pay a portion of the costs of financing the acquisition and construction of the Project
Facilities.

Bond Fund

A Bond Fund will be established with the Issuer and maintained by the Trustee as a trust
fund under the Indenture. The amounis with respect to the payment of principal of and premium, if
any, and interest on the Bonds derived under the Loan Agreement and certain other amounts
specified in the Indenture will be deposited in the Bond Fund. While the Bonds are outstanding,
moneys in the Bond Fund will be used solely for the payment of the principal or redemption price of
and interest on the Bonds as they become due on any Interest Payment Date or at stated maturity, by
redemption or upon acceletation.

Bond Purchase Fund

A Bond Purchase Fund will be established and maintained by the Paying Agent for the
deposit of amounts to be used to pay the purchase price of Bonds. Moneys in the Bond Purchase
Fund will be used solely for the payment of the purchase price of Bonds. Moneys in the Bond
Purchase Fund will not be pledged to the payment of the principal of or interest or any premium on
the Bonds and will not be invested.

Investments

Any moneys held as a part of the Project Fund, the Bond Fund and the Rebate Fund will
be invested and reinvested by the Trustee as provided in the Indenture. Any such investments will
be held by or under the control of the Trustee and will be deemed at all times a part of the respective
Fund.
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Events of Default

So long as the Bond Insurance Policy is in effect, the Bond Insurer will be entitled io
control and direct the enforcement of all rights and remedies granted to the Bondholders and the
Trustee for the benefit of the Bondholders, including, without limitation: (i) the right fo
accelerate the principal of the Bonds and (ii) the right to annul any declaration of acceleration,
and the Bond Insurer also will be entitled fo approve all waivers of events of default.

The Indenture provides that each of the following events will constitute an “Event of
Default” thereunder:

(a) Payment of any interest on any Bond is not made when it becomes due and
payable;

(b)  Payment of the principal or redemption price of any Bond is not made when it
becomes due and payable, whether at stated maturity, by redemption, by acceleration
or otherwise;

(c) Payment of the purchase price of any Bond tendered for purchase pursuant to the
provisions of the Indenture is not made when due and payable;

(d} Failure by the Issuer to observe or perform any other covenant, agreement or
obligation on its part to be observed or performed contained in the Bonds or the
Indenture (other than a failure described in paragraphs (a), (b) or (¢) above), which
failure has continued for a period of 90 days after written notice (or for such longer
period as the Trustee may agree to in writing), by registered or certified mail, to the
Issuer and the Company given by the Trustee, either in its discretion or at the written
request of the holders of not less than 35% in aggregate principal amount of Bonds then
outstanding; provided, that failure will not constitute an Event of Default so long as
the Issuer institutes curative action within the applicable period and diligently pursues
that action to completion within 150 days afier the expiration of the initial cure period
as determined above, or within such longer period as the Trustee may agree fo in
writing; or

(e) The occurrence and continuance of an event of default as described in
paragraphs (c) or (d) under “THE LOAN AGREEMENTS--Events of Default.”

Remedies

Upon the occurrence and continuance of any Event of Default described under “Events
of Default” above, (i) at the written direction of the Bond Insurer or (ii} upon the written regquest of
the holders of not less than 35% in aggregate principal amount of Bonds then outstanding and with
the written consent of the Bond Insurer, in either event, the Trustee, by written notice to the Issuer
and the Company, must declare the principal of all Bonds then outstanding (if not then due and
payable), and the accrued and unpaid interest thereon, to be due and payable immediately.

Interest on the Bonds will accrue at the rates per annum borne by the Bonds to the date
determined by the Trustee for the tender of payment to the holders pursuant to that declaration;
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provided, that interest on any unpaid principal of Bonds outstanding will continue to accrue from
the date determined by the Trustee for the tender of payment to the holders of those Bonds until that
principal amount has been paid or made available to the Trustee for the benefit of the holders. The
Trustee will give immediate written notice of such declaration by mail to the holders of all Bonds
then outstanding.

The provisions above are subject to the condition that if at any time after declaration of
acceleration and prior to the entry of a judgment in a court for enforcement (after an opportunity for
hearing by the Issuer and the Company), all sums payable (except the principal of and interest on
Bonds which have not reached their stated maturity dates but which are due and payable solely by
reason of that declaration of acceleration), plus interest to the exient permitted by law on any
overdue installments of interest at the rate then borne by the Bonds, have been duly paid or
provision therefor having been made by deposit with the Trustee or Paying Agent and all existing
Events of Default have been cured, then such payment or provision for payment will constitute an
automatic waiver of the Event of Default and its consequences and will constitute an automatic
rescission and annulment of that declaration.

If an Event of Default occurs and is continuing, the Trustee, before or after the principal
of the Bonds becomes immediately due and payable, may pursue any available remedy to enforce
the payment of principal of, premium, if any, and interest on the Bonds or the observance and
performance of any other covenant, agreement or obligation under the Indenture, the Loan
Agreement or any other instrument providing security for the Bonds. If, upon the occurrence and
continuance of an Event of Default, the Trustee is directed so to do by the Bond Insurer or requested
s0 to do by the holders of at least 35% in aggregate principal amount of Bonds outstanding and with
the written consent of the Bond Insurer, the Trustee will be required to exercise any rights and
powers conferred by, and subject to, the Indenture.

The Bond Insurer will have the right or, with the consent of the Bond Insurer, the
holders of a majority in aggregate principal amount of Bonds then outstanding will have the right at
any time to direct, by an instrument or document or instruments or documents in writing executed
and delivered to the Trustee, the time, method and place of conducting all proceedings to be taken in
connection with the enforcement of the terms and conditions of the Indenture or any other
proceedings thercunder; provided, that (i) any direction may not be other than in accordance with
the provisions of law and of the Indenture, (ii) the Trustee must be indemnified as provided in the
Indenture, (iil) the Trustee may take any other action which it deems to be proper and which is not
inconsistent with the direction and (iv) the Bond Insurer will have no rights in respect of remedies
against the Bond Insurer.

All moneys received under the Indenture by the Trustee upon the occurrence of an Event
of Default (provided that moneys received under the Bond Insurance Policy will be used only for
payment of principal of and interest then due on the Bonds) will be applied first to the payment of
the costs and expenses of the proceedings resulting in the collection of such money and of the fees
and expenses incurred by the Trustee, and the balance of such money will be deposited in the Bond
Fund and applied to the payment of the principal of and premium, if any, and interest on the Bonds
in the manner and in the priorities set forth in the Indenture. The Trustee will have a first lien
against the trust estate, payable prior to debt service on the Bonds, provided, however, that moneys
received under the Bond Insurance Policy will be used only for payment of the principal of and
interest then due on the Bonds.
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No holder of any Bond will have any right to institute any suit, action or proceeding for
the enforcement of the Indenture or for the exercise of any other remedy under the Indenture, unless
(i) an Event of Default has occurred and is continuing and the Trustee has or is deemed to have
notice of the same, (ii) the holders of not less than 35% in aggregate principal amount of the then
outstanding Bonds have made written request to the Trustee and have afforded the Trustee
reasonable opportunity to proceed to exercise the remedies, rights and powers granted by the
Indenture or to institute a suit, action or proceeding in its own name and have offered to the Trustee
satisfactory indemnity as provided in the Indenture, and (iii) the Trustee thereafter has failed or
refused to exercise the remedies, rights and powers granted under the Indenture or to institute such
action, suit or proceeding in its own name. Notwithstanding the foregoing, each holder of a Bond
will have a right to enforce the payment of the principal of and premium, if any, and interest on any
Bond held or owned by that holder at and afier the maturity thereof at the place, from the sources
and in the manner expressed in said Bond.

Supplemental Indentures

The Issuer and the Trustee may, with the consent of the Bond Insurer (such consent not
to be unreasonably denied) and without the consent of, or notice to, any holder of a Bond, enter into
supplemental indentures which will not, in the opinion of the Issuer and the Trustee, be inconsistent
with the Indenture for any one or more of the following purposes:

(a) To cure any ambiguity, inconsistency or formal defect or omission in the
Indenture;

()] To grant to or confer upon the Trustee for the benefit of the holders of the Bonds
any additional rights, remedies, powers or authority that lawfully may be granted to or
conferred upon the holders or the Trustee;

(c) To assign additional revenues under the Indenture;

(d)  To accept additional security and instruments and documents of further
assurance with respect to the Project, including without limitation, first mortgage bonds
of the Company;

(e) To add to the covenants, agreements and obligations of the Issuer under the
Indenture, other covenants, agreements and obligations to be observed for the protection
of the holders of the Bonds, or to surrender or limit any right, power or authority
reserved to or conferred upon the Issuer in the Indenture;

H To evidence any succession to the Issuer and the assumption by its successor of
the covenants, agreements and obligations of the Issuer under the Indenture, the Loan
Agreement and the Bonds;

(g)  To permit the exchange of Bonds, at the option of the holder or holders thereof,
for coupon Bonds payable to bearer, if the Trustee has received an Opinion of Bond
Counsel to the effect that the exchange would not adversely affect the exclusion from
gross income for federal income tax purposes of the interest on the Bonds outstanding;
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(h) To permit the transfer of Bonds from one Depository to another, and the
succession of Depositories, or the withdrawal of Bonds issued to a Depository for use in
a book entry system and the issuance of replacement Bonds in fully registered form to
others than a Depository;

() To permit the Trustee to comply with any obligations imposed upon it by law;

()] To specify further the duties and responsibilities of, and to define further the
relationship among, the Trustee, the Registrar, the Bond Insurer, the Auction Agent, the
Remarketing Agent and any authenticating agents or Paying Agents;

k) To achieve compliance of the Indenture with any applicable federal securities or
tax law;

0 To make amendments to the provisions of the Indenture relating to arbitrage
matters under Section 148(f) of the Code, if, in the opinion of Bond Counsel, those
amendments would not adversely affect the exclusion from gross income for federal
income tax purposes of the interest on the Bonds outstanding;

(m)  To make any amendments appropriaie or necessary to provide for or facilitate
the delivery of any Liguidity Facility;

(n) Prior to, or concurrently with, the conversion of the Bonds from a Daily,
Weekly, Commercial Paper, or Term Rate Period to an Auction Rate Period, to make
any amendments appropriate or necessary with respect to the Auction Rate
Procedures and any definitions or provisions in the Indenture or exhibits thereto in
order to provide for or facilitate the marketability of Auction Rate Bonds; and

(n) To permit any other amendment which, in the judgment of the Trustee, is not to
the prejudice of the Trustee or the holders of the Bonds.

Exclusive of such supplemental indentures, the holders of not less than a majority in
aggregate principal amount of the Bonds then outstanding, with the written consent of the Bond
Insurer (such consent not to be unreasonably denied) and, if required by the Indenture, of the
Company, will have the right to consent to and approve any supplemental indenture, except that no
supplemental indenture will permit:

(a) An extension of the maturity of the principal of or the date for payment of
interest on any Bond, a reduction in the principal amount of any Bond or the rate of
interest or premivm thereon, a reduction in the purchase price of any Bond or an
extension of the date for payment of the purchase price of any Bond without the consent
of the holder of each Bond so affected; or

(b)  The creation of a privilege or priority of any Bond or Bonds over any other Bond
or Bonds, or a reduction in the aggregate principal amount of the Bonds required for
consent to a supplemental indenture, without the consent of the holders of all of the
Bonds then outstanding.
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Any supplemental indenture which affects the rights or obligations of the Company
requires the written consent of the Company. Before the Issuer and the Trustee may enter into any
supplemental indenture, there must be delivered to the Trustee an Opinion of Bond Counsel stating
that such supplemental indenture is authorized or permitted by the Act and is authorized under the
Indenture, that such supplemental indenture will, upon the execution and delivery thereof, be valid
and binding in accordance with its terms, and that such supplemental indenture will not adversely
affect the exclusion from gross income of interest on the Bonds for federal income tax purposes.

Discharge of Indenture

The lien created by the Indenture will be discharged when the Issuer pays or causes to be
paid, or if there otherwise is paid, fo or for the holders of the Bonds the principal, premium, if any,
and interest due or to become due thereon and provision is also made for the payment of all other
sums payable pursuant to the provisions of the Indenture and the Loan Agreement,

Al of the Bonds will be deemed to have been paid and discharged within the meaning
of the Indenture if:

(a) The Trustee as paying agent and any Paying Agents have received, in trust for
and irrevocably committed thereto, sufficient moneys, or

(b)  The Trustee has received, in trust for and irrevocably committed thereto,
noncallable and nonprepayable Government Obligations which are certified by an
independent public accounting firm of national reputation (with a copy of the
certification being delivered to the Rating Agencies) to be of such maturities or
redemption dates and interest payment dates, and to bear such interest as will be
sufficient together with moneys referred to in (a) above, without further investment or
reinvestment of either the principal amount thereof or the interest earnings therefrom, for
the payment of all principal of and premium, if any, and interest on such Bonds (interest
will be calculated at the maximum interest rate permitted to be borne by the Bonds
pursuant to the Indenture unless the Bonds are in a Term Rate Period and the Bonds will
mature or be redeemed on or prior to the last day of such Term Rate Period) at their
maturity or redemption dates, as the case may be; provided, that if any of such Bonds are
to be redeemed prior to maturity, notice of such redemption must have been duly given
or irrevocable provision satisfactory to the Trustee must have been duly made for the
giving of such notice.

“Goavernment Obligations” are defined to mean (i) direct obligations of the United
States for which its full faith and credit are pledged for the full and timely payment thereof, (ii)
obligations of a person controiled or supervised by and acting as an agency or instrumentality of the
United States, the full and timely payment of which is unconditionally guaranteed as a full faith and
credit obligation of the United States, or (iii) certificates or receipts representing direct ownership
interests in obligations or specifted portions (such as principal or interest) of obligations described
in (i) or (ii}, which obligations are held by a custodian in safekeeping on behalf of such certificates
or receipts.
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Liquidity Facility

The Company may deliver a Liquidity Facility to the Trustee on any Interest Payment
Date upon which the Bonds are subject to optional redemption or, if the Bonds are in a Term Rate
Period, the last Interest Payment Date for that Term Rate Period. Any such Liquidity Facility is
required to provide for direct payments to or upon the order of the Trustee of the principal and
purchasc price of and interest on the Bonds when due. The Bond Insurer must consent in writing
to the delivery of any Liquidity Facility or waive in writing any requirement to deliver a
Liquidity Facility (such consent not to be unreasonably denied). Any Liquidity Facility will be
subject to the prior written consent of the Bond Insurer (such consent not to be unreasonably
denied).

Rights of Bond Insurer

The Indenture grants certain rights to the Bond Insurer. In addition to those rights, the
Bond Insurer will, fo the extent it makes payment of principal of or interest on the Bonds, become
subrogated to the rights of the recipients of such payments in accordance with the terms of the Bond
Insurance Policy. 1f an Event of Default occurs, the Bond Insurer will have the right to institute any
suit, action or proceeding at taw or in equity under the same terms as a Bondholder may institute
any action under the Indenture.

To the extent that the Indenture confers upon or gives or grants to the Bond Insurer any
right, remedy or ¢laim under or by reason of the Indenture, the Bond Insurer is explicitly recognized
under the Indenture as being a third-party beneficiary thereof and may enforce any such right,
remedy or claim conferred, given or granted thereunder.

As long as the Bond Insurance Policy is in full force and effect with respect to the Bonds
and the Bond Insurer is not in default thereunder: (a) any provision of the Indenture expressiy
recognizing or granting rights in or to the Bond Insurer may not be amended in any manner which
affects the rights of the Bond Insurer thereunder without the prior written consent of the Bond
Insurer; (b) any action under the Indenture which requires the consent or approval of Bondholders
will, in addition to such approval, be subject to the prior written consent of the Bond Insurer; (c)
upon occurrence and continuance of an Event of Default, and subject to certain indemnification
provisions, the Bond Insurer will be entitled to control and direct the enforcement of all rights and
remedies granted to the Bondholders or the Trustee for the benefit of the Bondholders under the
Indenture including, without limitation, (i) the right to accelerate the principal of the Bonds and (ii)
the right to annul any declaration of acceleration, and the Bond Insurer will also be entitled to
approve all waivers of Events of Default; and (d) the Bond Insurer will be entitled to receive copies
of notices, certificates and other documents received by the Trustee pursuant to the Indenture and
notification of any failure to provide any such document as required by the Indenture or the Loan
Agreement.

Notwithstanding anything in the Indenture to the contrary, in the event that the principal
or interest due on the Bonds is paid by the Bond Insurer pursuant to the Bond Insurance Policy, the
Bonds will remain outstanding for all purposes, not be defeased or otherwise satisfied and not be
considered paid by the Issuer, and the assignment and pledge of the trust estate and all covenants,
agreements and other obligations of the Issuer to the Bondholders will continue to exist and run to

41



the benefit of the Bond Insurer, and the Bond Insurer will be subrogated to the rights of the
Bondholders.

No Personal Liability of Issuer’s Officials

No covenant, stipuiation, obligation or agreement of the Issuer contained in the
Indenture will be or be deemed to be a covenant, stipulation, obligation or agreement of any present
or future member, officer, agent or employee of the Issuer in other than his or her official capacity.
No official of the Issuer executing the Bonds, the Indenture, the Loan Agreement (or amendments
or supplements to either) will be [liable personally on the Bonds or be subject to any personal
liability or accountability by reason of the issuance thereof or the execution of the Indenture or the
Loan Agreement (or amendments or supplements to either),

The Trustee

Except for any period during which an Event of Default, of which the Trustee has been
notified or is deemed to have knowledge, has occurred and is continuing, the Trustee (i) will
undertake to perform only the duties specifically set forth in the Indenture and (ii) in the absence of
bad faith on its part, may rely conclusively upon the truth of the statements and the correctness of
the opinions furnished to it pursuant to the Indenture. In case an Event of Default has occurred and
is continuing (of which the Trustee has been notified or is deemed to have notice), the Trustee will
exercise the rights and powers vested in it by the Indenture and will use the same degree of care and
skill as a prudent person would use under the circumstances in the conduct of his or her own affairs.
The Trustee will not be required to expend or risk its own funds in performing its duties under the
Indenture and will be entitled to compensation and the reimbursement of its expenses.

The Trustee may resign at any time from the trusts created by the Indenture by giving
written notice of the resignation to the Issuer, the Company, the Registrar, any Paying Agents, the
Remarketing Agent, the Auction Agent, the Bond Insurer and authenticating agents and by mailing
written notice thereof to the holders of the Bonds. The resignation will take effect only upon the
appointment of a successor Trustee acceptable o the Bond Insurer.

The Trustee may be removed at any time by the holders of not less than a majority in
aggregate principal amount of the Bonds then outstanding. The Trustee also may be removed at any
time for any breach of trust or for acting or proceeding in violation of, or for failing to act or
proceed in accordance with, any provision of the Indenture with respect to the duties and obligations
of the Trustee by any court of competent jurisdiction upon the application of the Issuer, upon its
own volition or at the request of the Company or the holders of not less than 35% in aggregate
principal amount of the Bonds then outstanding under the Indenture. The removal will take effect
only upon the appointment of a successor Trustee acceptable to the Bond Insurer,

Every successor Trustee appointed pursuant to the Indenture (1) must be a trust
company or a bank having the powers of a trust company, (ii) must be in good standing within
the State, (iii) must be duly authorized to exercise trust powers within the State, (iv) must have a
reported capital and surplus of not less than $75,000,000, (v) so long as the Bonds are rated by
Moody’s, must either be rated at least Baa3 or P-3 by Moody’s or be otherwise acceptable to
Moody’s, (vi) so long as the Bonds are rated by S&P, must be acceptable to S&P, and (vii) must
be acceptable to the Bond Insurer.
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Remarketing Agent

The 2004 Series A Remarketing Agent’s principal office is at Banc of America
Securities LLC, 600 Peachtree Street N.E., 4ih Floor, Atlanta, Georgia 30308 Attention:
Municipal Bond Department. The 2004 Series B Remarketing Agent’s principal office is at
Lehman Brothers Inc., 399 Park Avenue, 16" Floor, New York, New York 10022 Attention:
Public Finance. The Remarketing Agent will determine the Variable Rates and the Commercial
Paper Rate Periods for the Bonds and will remarket Bonds subject to optional or mandatory
tender. The Remarketing Agent must have a capifalization of at least $50,000,000 and be
authorized by law to perform all the duties imposed upon it by the Indenture. Any successor
Remarketing Agent must be rated at feast Baa3/P-3 or otherwise be acceptable to Moody’s and
must have been approved in writing by the Bond Insurer (such approval not to be unreasonably
dertied).

If at any time the Remarketing Agent is unable or unwilling to act as a Remarketing
Agent, the Remarketing Agent may resign upon the earlier to oceur of (i) the twentieth day
following receipt by the Company, the Issuer, the Trustee, the Auction Agent and the Paying
Agent of written notice of resignation and (ii) the day of appointment by the Company of a
successor Remarketing Agent pursuant to the Indenture and acceptance of such appointment by
such successor Remarketing Agent. The Remarketing Agent may be removed at any time by the
Company upon five days’ written notice signed by the Company and delivered to the
Remarketing Agent, the Issuer, the Trustee, the Bond Insurer, the Auction Agent and the Paying
Agent,

TAX MATTERS

[n the opinion of Squire, Sanders & Dempsey L.L.P., Bond Counsel, under existing
law, as enacted and construed on the date of delivery of the Bonds, (i} interest on the Bonds is
excluded from gross income for federal income tax purposes under Section 103(a) of the Code,
except for interest on any Bond for any period during which it is held by a “substantial user” or a
“related person™ as those terms are used in Section 147(a) of the Code; (ii) interest on the Bonds
is an item of tax preference for purposes of Section 57 of the Code for purposes of the alternative
minimum tax imposed on individuals and corporations; and (iii) interest on the Bonds and any
profit made on their sale, exchange or other dispesition are exempt from Ohio personal income
tax, the net income base of the Ohio corporate franchise tax and municipal and school district
income taxes in Ohio. Bond Counsel will express no opinion as to any other tax consequences
regarding the Bonds.

The opinion on tax matters will be based on and will assume the accuracy of certain
representations and certifications and compliance with certain covenants of the Company and the
[ssuer to be contained in the transcript of proceedings and which are intended to evidence and
assure the foregoing, including that the Bonds are and will remain obligations the interest on
which is excluded from gross income for federal income tax purposes. Bond Counsel will not
independently verify the accuracy of the certifications and representations made by the Company
and the Issuer.
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The Code prescribes a number of qualifications and conditions for the interest on
state and local government obligations to be and to remain excluded from gross income for
federal income tax purposes, some of which, including provisions for potential payments by the
Issuer to the federal government, require future or continued compliance after issuance of the
obligations in order for the interest to be and to continue to be so excluded from the date of
issuance. Noncompliance with certain of these requirements by the Company or the Issuer with
respect to the Bonds could cause the interest on the Bonds to be included in gross income for
federal income tax purposes and to be subject to federal income taxation retroactively to the date
of their issuance., The Company and Issuer will each covenant to take all actions required of it to
assure that the interest on the Bonds shall be and remain excluded from gross income for federal
income tax purposes, and not to take any actions that would adversely affect that exclusion.

Under the Code, interest on the Bonds may be subject to a branch profits tax imposed
on certain foreign corporations doing business in the United States and to a tax imposed on the
excess net passive income of certain S corporations,

Under the Code, the exclusion of interest from gross income for federal income tax
purposes can have certain adverse federal income tax consequences on items of income,
deductions or credits for certain taxpayers, including financial institutions, certain insurance
companies, recipients of Social Security and Railroad Retirement benefits, those that are deemed
to incur or continue indebtedness to acquire or carry tax-exempt obligations and individuals
otherwise eligible for the earned income credit. The applicability and extent of these or other tax
consequences will depend upon the particular tax status or other tax items of the owner of the
Bonds. Bond Counsel will express no opinion regarding such consequences.

CONTINUING DISCLOSURE AGREEMENT

Certain provisions of the Continuing Disclosure Agreement are described below.
Reference is made to the Continuing Disclosure Agreement for the detailed provisions thereof.

The Company will agree, in a Continuing Disclosure Agreement (the “Continuing
Disclosure Agreement”) for the benefit of the holders and beneficial owners from time to time of the
Bonds, in accordance with, and as the only obligated person with respect to the Bonds under, Rule
15¢2-12 (the “Rule”) of the Securities and Exchange Commission (the “SEC™), to provide or cause
to be provided such financial information and operating data of the Company (collectively, “Annual
Information”), audited financial statements and notices, in such manner, as may be required for
purposes of paragraph (b)}(5)(i) of the Rule, including specifically the following:

(a) To each nationally recognized municipal securities information repository
designated from time to time by the SEC (“NRMSIR”), to any state information
depository (“S10°) and to the Trustee: Annual Information for each fiscal year of
the Company, ending on or after December 31, 2004, consisting of (i) so long as the
Company files reports with the SEC on Form 10-K or a successor form, such
reports, (ii) in the event that the Company no longer is required to file such reports
on Form 10-K or a successor form, the Company’s audited financial statements
prepared in accordance with accounting principles applied from time to time in the
preparation of the Company’s annual financial statements, initially generally
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(b)

accepted accounting principles and such related financial and operating data
disclosure as is made available to the Company’s public sharcholders generally, or
(iii) in the event that the Company no longer is required to file such reports on Form
10-K or a successor form and no fonger has any public shareholders, information
concerning the Company’s business and properties, selected financial data and
management’s discussion and analysis, together with the Company’s audited
financial statements prepared in accordance with the aforementioned accounting
principles, comparable to the information contained in such report on Form 10-K.
Such reports are required to be filed by the 30™ day (or the next Business Day if that
day is not a Business Day) following the date by which the Company is required to
file annual reports with the SEC or, in the event that the Company is no longer
required to file annual reports with the SEC, by the 120" day (or the next Business

. Day if that day is not a Business Day) following the end of each fiscal year.

To each NRMSIR or to the Municipal Securities Rulemaking Board (“MSRB”), and
to any SID, in a timely manner, notice of;

(1) The occurrence of any of the following events, within the meaning of the
Rule, with respect to the Bonds, if material:

(i) principal and interest payment delinquencies;
(i)  nonpayment related defaults;

(iii)  unscheduled draws on debt service reserves reflecting financial
difficulties;

(iv)  unscheduled draws on credit enhancements reflecting financial
difficulties;

(v}  substitution of credit or liquidity providers, or their failure to
perform;

(vi}  adverse tax opinions or events affecting the tax-exempt status of the
Bonds;

(vii) modifications to rights of holders or beneficial owners;
(viii) Bond calls for the Bonds;
(ix)  defeasances;

(x)  release, substitution, or sale of property securing repayment of the
Bonds; and

(xi}  rating changes for the Bonds.

Although enumerated in the Rule, the events described in subparagraphs (iii)
and (x) above currently are inapplicable with respect to the Bonds.
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(2)  The Company’s failure to provide the Annual Information within the time
specified above.

(3)  The termination of the Continuing Disclosure Agreement.

The Continuing Disclosure Agreement may be amended, and any of its provisions may
be waived, it such amendment or waiver is supported by a legal opinion of independent counsel
who is expert in federal securities laws to the effect that such.amendment or waiver would not, in
and of itself, violate the Rule. If the amendment or waiver will materially impair the interests of
Bondholders or beneficial owners, then the Trustee must also obtain the approval of the holders.

The Continuing Disclosure Agreement is solely for the benefit of the holders and
beneficial owners from time to time of the Bonds. The exclusive remedy for any breach of the
Continuing Disclosure Agreement is limited to a right of holders and beneficial owners to cause to
be instituted and maintained, proceedings in equity to obtain the specific performance by the
Company of its obligations under the Continuing Disclosure Agreement. Any individual holder or
beneficial owner may institute and maintain, or cause to be instituted and maintained, such
proceedings to require the Company fo provide a pertinent filing if such a filing is due and has not
been made. Any such proceedings to require the Company to perform any other obligation under
the Continuing Disclosure Agreement (including any proceedings that contest the sufficiency of any
pertinent filing) may be instituted and maintained only by the holders and beneficial owners of not
less than 35% in principal amount of the Bonds then outstanding or their agent.

Any failure by the Company to comply with any provision of the Continuing Disclosure
Agreement will not constitute a failure or a default, or an event of default, under the Loan
Agreements or the Indentures.

The Continuing Disclosure Agreement will remain in effect only for such period that
any of the Bonds are outstanding in accordance with their terms and the Company remains an
obligated person with respect to the Bonds within the meaning of the Rule.

There have not been, and the Company will covenant that as of the closing date for the
sale of the Bonds, there will not have been, any instances in which the Company failed to comply,
in all material respects, with any previous continuing disclosure agreement made by the Company
for purposes of the Rule.

The following NRMSIRs exist at this time: Bloomberg Municipal Repository,
Skillman, New Jersey; DPC Data Inc., Fort Lee, New Jersey; and FT Interactive Data and Standard
& Poor's Securities Evaluations, Inc., each of New York, New York. The following SID exists at
this time: Ohic Municipal Advisory Council, Twinsburg, Ohio.

LEGAL MATTERS
Legal matters incident to the authorization and issuance of the Bonds are subject to
the approving opinion of Squire, Sanders & Dempsey L.L.P., Bond Counsel. The form of such

opinion is included as Appendix E hereto. Certain legal matters in connection with the issuance
of the Bonds will be passed upon for the Issuer by Forbes, Fields & Associates Co., L.P.A.

46



‘n_, .

Certain legal matters will be passed upon for the Company by J. William DuMond, Esq., Senior
Counsel. Certain legal matters will be passed upon for the Bond Insurer by an Assistant General
Counsel. Certain legal matters will be passed upon for the Underwriters by Squire, Sanders &
Dempsey L.L.P, From time to time, Squire, Sanders & Dempsey L.L.P. has represented the
Company and its affiliates in various matters,

UNDERWRITING

Under the terms of a Bond Purchase Agreement, the Underwriters will agree, jointly
and severally, subject to the approval of certain legal matters by counse! and 1o certain other
conditions, to purchase the Bonds from the Issuer at a price of $93,671,000 (representing 100%
of the aggregate principal amount of the Bonds less an underwriting discount of $329,000). The
Company also will agree to reimburse the Underwriters for certain expenses. The Underwriters
will agree to purchase alt of the Bonds, if any of the Bonds are purchased. Afier the Bonds are
released for saie to the public, the offering price and other selling terms may from time fo time
be varied by the Underwriters, and such Bonds may be offered and sold to certain dealers
(including dealers depositing such Bonds into investment accounts) and others at prices lower
than the public offering price set forth on the cover page hereof.

The Company will agree to indemnify the Underwriters and the Issuer against certain
liabilities, including certain liabilities under federal securities laws.

Each Underwriter also will act as a Broker-Dealer during the Auction Rate Period.
The Broker-Dealers will be compensated for their services as Broker-Dealers. Banc of America
Securities LLC has been appointed to serve as 2004 Series A Remarketing Agent and Lehman
Brothers Inc. has been appointed to serve as 2004 Serics B Remarketing Agent. Each
Remarketing Agent will be separately compensated by the Company.

In the ordinary course of their respective businesses, the Underwriters and certain of
their respective affiliates have engaged, and may in the future engage, in investment banking or
other transactions with the Company and its affiliates.
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This Official Statement has been duly authorized, executed and delivered by the Company and

the Issuer,
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Appendix A
THE CINCINNATI GAS & ELECTRIC COMPANY

The information contained herein as Appendix A to the Official Statement relates to and
has been supplied by the Company. The delivery of this Official Statement shall not create any
implication that there has been no change in the affairs of the Company since the date hereof, or
that the information contained, referred to or incorporated by reference in this Appendix A is
correct as of any time subsequent to its date. The Issuer makes no representation or warranty as
lo the accuracy or completeness of the information contained or incorporated by reference in
this Appendix A,

THE CINCINNATI GAS & ELECTRIC COMPANY

The following information is furnished solely to provide limited introductory information
regarding The Cincinnati Gas & Electric Company (the “Company”) and does not purport to be
comprehensive, The data are qualified in their entirety by reference to the detailed information
and financial statements appearing in ihe documents incorporated herein by reference and,
therefore, should be read together therewith.

The Company, an Ohio corporation, is a wholly-owned subsidiary of Cinergy Corp.
(“Cinergy”), a registered holding company under the Public Utility Holding Company Act of
1935. The Company is a combination electric and gas public utility company and is engaged in
the production, transmission, distribution, and sale of electricity and the sale and transportation
of natural gas. The Company provides service in the southwestern portion of Ohic and through
one of its subsidiaries in nearby areas of Kentucky. The Company’s principal subsidiary, The
Union Light, Heat and Power Company, is a Kentucky corporation that provides electric and gas
service in northern Kentucky. The Company’s other subsidiaries are insignificant to its results of
operations.

The Company’s principal executive and business office is located at 139 East Fourth
Street, Cincinnati, Ohio 45202 (telephone 513-421-9500).

AVAILABLE INFORMATION

The Company is subject to the informational requirements of the Securities Exchange Act
of 1934 (the “Exchange Act”) and accordingly files reports and other information with the
Securities and Exchange Commission (the “SEC”). Reports, proxy statements, and other
information can be inspected and copied at the public reference facilities maintained by the SEC
at Room 1024, 450 Fifth Street, N.W., Washington, D.C. 20549. Information on the operation of
the Public Reference Room may be obtained by calling the SEC at 1-800-SEC-0330. The
Company’s filings also may be read over the Internet at the SEC’s home page at
htip://www.sec.gov, Such material can also be inspected at the offices of the New York Stock
Exchange.
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INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The following documents filed by the Company with the SEC pursuant to the Exchange
Act are hereby incorporated in this Official Statement by reference:

(a) Annual Report on Form 10-K for the year ended December 31, 2003;

(b) Quarterly Reports on Form 10-Q for the quarters ended March 31, 2004, June 30, 2004
and September 30, 2004, and

(¢) Current Report on Form 8-K dated August 19, 2004.

All documents filed by the Company pursuant to Section 13(a), 13(c), 14 or 15(d) of the
Exchange Act after the date of this Official Statement and prior to the termination of this offering
shall be deemed to be incorporated in this Official Statement by reference and to be a part hereof
from the date of filing of such documents.

Any statement contained in a document incorporated or deemed to be incorporated by
reference herein shall be deemed to be modified or superseded for purposes of this Official
Statement to the extent that a statement contained herein or in any other subsequently filed
document which is deemed to be incorporated by reference herein modifies or supersedes such
statement.  Any such statement so modified or superseded shall not be deemed, except as so
modified or superseded, to constitute a part of this Official Statement.

The Company hereby undertakes to provide without charge to each person to whom a
copy of this Official Statement has been delivered, upon the written or oral request of any such
person, a copy of any or all of the documents referred to above which have been or may be
incorporated in this Official Statement by reference, other than exhibits to such documents.
Requests for such copies should be directed to Ms. Wendy L. Aumiller, Treasurer, The
Cincinnati Gas & Electric Company, 139 East Fourth Street, Cincinnati, Ohio 45202 (telephone
513-287-2368).
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APPENDIX B
R CERTAIN DEFINITIONS

Unless the context otherwise requires, the following terms will, as used herein, have the
Jollowing meanings:

“‘4-1" Composite Commercial Paper Rate,” on any date of determination, means
(i) the interest equivalent of the 30-day rate on commercial paper placed on behalf of
issuers whose corporate bonds are rated “A-1” by S&P, or the equivalent of such rating by
S&P, as made available on a discount basis or otherwise by the Federal Reserve Bank of
New York for the Business Day immediately preceding such date of determination; or (ii)
if the Federal Reserve Bank of New York does not make available any such rate, then the
arithmetic average of such rates, as quoted on a discount basis or otherwise, by the
Commercial Paper Dealer to the Auction Agent as of the close of business on the
Business Day immediately preceding such date of determination; provided that if any
Commercial Paper Dealer does not quote a commercial paper rate required to determine
the “A-1” Composite Commercial Paper Rate, the “A-1" Composite Commercial Paper
Rate will be determined on the basis of such quotation or quotations furnished by the
remaining Commercial Paper Dealer or Commercial Paper Dealers. For purposes of this
definition, the “interest equivalent” of a rate stated on a discount basis (a “discount
rate ") for commercial paper of a given day’s maturity will be equal to the product of (a)
100 times (b) the quotient {rounded upwards to the next higher one-thousandth (.001) of
1%) of (x) the discount rate (expressed in decimals) divided by (y) the difference between
(1) 1.00 and (2) a fraction, the numerator of which will be the product of the discount rate
{expressed in decimals) times the number of days in which such commercial paper
matures and the denominator of which will be 360,

“All Hold Rate "’ means, as of any Auction Date, 55% of LIBOR.

“Applicable Number of Business Days” means the greater of two Business Days or one
Business Day plus the number of Business Days by which the Auction Date precedes the first
day of the next succeeding Interest Period.

“Applicable Percentage,” on any date of determination, means the percentage
determined (as such percentage may be adjusted pursuant to the Indenture) based on the lower of
the prevailing credit rating on the Auction Rate Bonds in effect at the close of business on the
Business Day immediately preceding such date, as set forth below:
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CREDIT RATINGS

MOGDY’S INVESTORS  STANDARD & POOR’S APPLICABLE
SERVICE RATINGS SERVICES PERCENTAGE
“Aaa” “AAA” : 175%
“Aa3d” to “Al” “AA-" 10 “AAT” 175%
“A3” to “Al” “A-" to “A+” ~ 175%
“Baa3” to Baal” “BBB-" to “BBB+” 200%
Below “Baa3” Below “BBB-” 265%

provided, that, in the event that the Auction Rate Bonds are not rated by any nationally
recognized rating agency, the Applicable Percentage will be 265%, and, provided further, that if
a Payment Default has occurred and be continuing, the Applicable Percentage will be 300%. For
purposes of this definition, S&P’s rating categories of “AAA”, “AA”, “A” and “BBB”, and
Moody’s rating categories of “Aaa”, “Aa”, “A” and “Baa,” refer to and include the respective
rating categories correlative thereto if either or both of such rating agencies have changed or
modified their generic rating categories or if Moody’s or S&P no longer rates the Auction Rate
Bonds and has been replaced.

“Auction Date" means for the 2004 Series A Bonds January 4, 2005 and for the 2004
Series B Bonds January 11, 2005; and thercafter, the Business Day immediately preceding the
first day of each Interest Period, other than:

(a)  each Interest Period commencing after the ownership of the Auction Rate
Bonds is no longer maintained in book entry form by the Depository;

(b) each Intcrest Period commencing after the occurrence and during the
confinuance of a Payment Defauit; or

(c) any Interest Period commencing less than the Applicable Number of
Business Days after the cure or waiver of a Payment Default.

Natwithstanding the foregoing, the Auction Date for one or more Auction Periods may be
changed pursuaat to the Indenture,

“dAuction Period” means the Interest Period applicable to the particular Auction Rate
Bonds as the same may be changed pursuant to the Indenture.

“Auction Rate Bonds”’ means any Bonds which bear the Auction Rate.

“Authorized Denominations” means (i) during an Auction Rate Period, $25,000 and
integral multiples thereof; (ii} during a Commercial Paper Rate Period, a Daily Rate Period and a
Weekly Rate Period, $100,000 minimum denomination, with $5,000 increments above
$100,000; and (iii) during a Term Rate Period, $5,000 or integral multiples of $5,000.



“"Book-Entry System” means the system maintained by the Depository and described
herein under “THE BONDS—Auction Rate Period—Depository” and “THE BONDS—Book-
Entry-Only System.”

“Business Day” means any day other than (i) a Saturday or Sunday, (ii) a day on which
commercial banks in New York, New York, or the city or cities in which are located the
principal corporate trust offices or payment offices of the Trustee, the Company, the Auction
Agent, the Remarketing Agent, the Registrar or the Paying Agent are authorized by law to close
or (iii) a day on which the New York Stock Exchange is closed.

“Code” means the Internal Revenue Code of 1986, as amended from time to time,
References to the Code and Sections of the Code include relevant applicable regulations and
proposed regulations thereunder and under the Internal Revenue Code of 1954, as amended, and
any successor provisions to those Sections, regulations or proposed regulations and, in addition,
all revenue rulings, announcements, notices, procedures and judicial determinations under the
foregoing applicable to the Bonds.

“Commercial Paper Dealer” means the Remarketing Agent or, in lieu thereof, its
affiliates or successors, provided that any such entity is a commercial paper dealer, or any
substitute commercial paper dealer or dealers selected by the Company to provide the applicable
guotation or quotations.

“Commercial Paper Rate” means, when used with respect to any particular Bond, the
interest rate determined for each Commercial Paper Rate Period applicable thereto pursuant to
the Indenture.

“Commercial Paper Rate Period” means a period during which a Bond bears interest at a
Commercial Paper Rate.

“Conversion Date” means a day on which the Bonds are converted to bear interest
(i) from one Variable Rate to another Variable Rate in accordance with the terms of the
Indenture, including any change from a Term Rate Period to a Term Rate Period of a different
duration, or (ii) from an Auction Rate to a Variable Rate or (iii) from a Variable Rate to an
Auction Rate.

“Daily Rate” means the interest rate to be determined for the Bonds on each Business
Day pursuant to the Indenturc and deseribed under the caption “THE BONDS-Interest Rate
Determination Methods—Daily Rate and Daily Rate Period.”

“Daily Rate Period” means a period during which the Bonds bear interest at a Daily Rate
is in effect,

“Depository” means The Depository Trust Company (a limited purpose trust company),
New York, New York, until a successor Depository will have become such pursuant to the
applicable provisions of the Indenture and thereafter, “Depository” will mean the successor
Depository. Any Depository will be a depository that is a clearing agency under federal law
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operating and mainfaining, with its participants or otherwise, a Book Entry System fo record
ownership of beneficial interests in Bonds or bond service charges thereon, and to effect
transfers of Bonds, in a Book Entry Form,

“Existing Holder"” means a person who is listed as the beneficial owner of Auction Rate
Bonds in the records of the Auction Agent.

“Initial Interest Period” means for the 2004 Seriecs A Bonds, the period from and
including the date of delivery of the 2004 Series A Bonds and ending on January 4, 2005 and for
the 2004 Series B Bonds, the period from and including the date of delivery of the 2004 Series B
Bonds and ending on January 11, 2005.

“Interest Puyment Date” means, initially, January 35, 2005 for the 2004 Series A Bonds
and Janvary 12, 2005 for the 2004 Series B Bonds, and thereafter (a) when used with respect to
Bonds bearing interest at the Daily or Weekly Rate, the first Business Day of each caiendar
month to which interest at such rate has accrned; (b) when used with respect to Bonds bearing
interest at a Term Rate, the first day of the sixth calendar month following the month in which
the Term Rate Period begins and the first day of each sixth calendar month thereafter to which
intcrest at such rate has accrued, cxcept that the last Interest Payment Date for any Term Rate
Period which is followed by a conversion to a Daily, Weekly or Commercial Paper Rate Period
(but not a conversion to a Term Rate Period of a different duration) will be the first Business Day
of the sixth calendar month following the month in which the immediately preceding Interest
Payment Date occurs; (¢) when used with respect {o any particular Bond bearing interest at a
Commercial Paper Rate, the first Business Day following the last day of each Commercial Paper
Rate Period applicable thereto; and (d) when used with respect to any particular Auction Rate
Bond, (i) for an Auction Period of 91 days or less, the first Business Day after the end of such
Auction Period and (ii) for an Auction Period of more than 91 days, each 13" Wednesday after
the first day of such Auction Period and the first Business Day after the end of such Auction
Period. In any case, the final Interest Payment Date will be the Maturity Date.

“Interesi Period” means, unless otherwise changed as described in this Official
Statement under “THE BONDS—Changes in the Auction Terms—Changes in an Auction
Period”, for the 2004 Series A Bonds, the Initial Interest Period for the 2004 Series A Bonds and
each successive 35-day period thereafter, and for the 2004 Series B Bonds, the Initial Interest
Period for the 2004 Series B Bonds and cach successive 35-day period thereafter, in each case
commencing on a Wednesday and ending on (and including) a Tuesday, provided that each
Interest Period for such Auction Rate Bonds will commence on an Interest Payment Date and
end on, but exclude, the next succeeding Interest Payment Date. “Inferest Period”, for Bonds
bearing interest at a Variable Rate means the period from an including any Interest Payment Date
to and including the day immediately preceding the next following Interest Payment Date, as
applicable. The final Interest Period will end on the day immediately preceding the Maturity
Date,

“LIBOR” means on any date of determination for an Auction Period, the offered rate

(rounded up to the next highest one one-thousandth of one percent (0.001%)) for deposits in U.S.
dollars for a one-month period which appears on the Telerate page 3750 at approximately 11:00
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A.M.,, London time, on such date, or if such date is not a date on which dealings in U.S. dollars
are transacted in the London interbank market then on the next preceding day on which such
dealings were transacted in such market. In the event that LIBOR as defined in the preceding
sentence may not be determined on any such date, the “A-1” Composite Commercial Paper Rate
shall be used instead of LIBOR.

“Liquidity Facility” means a standby bond purchase agreement, line of credit or other
similar instrument allowing the Trustee or Paying Agent to draw thereunder to provide liquidity
support for the payment of purchase price of Bonds tendered for purchase in accordance with the
Indenture, The Bond Insurer must consent in writing (o the delivery of any Liquidity Facility or
waive in writing any requirement to deliver a Liquidity Facility. Any Liquidity Facility must be
acceptable to the Bond Insurer.

“Liquidity Facility Issuer”” means the issuer of any Liquidity Facility then in effect.
“Maturity Date” means November 1, 2039,

“Maximum Auction Rate,” on any date of determination, means the interest rate per
annum equal to the lesser of:

(i) the Applicable Percentage of LIBOR on such date; and
(ii) the Maximum Interest Rate;
rounded to the nearest one thousandth (.001) of 1%.

“Maximum Interest Rate” means the lesser of (a) 13% per annum, (b) the maximum rate
of interest permitted under State law, or (¢) in the case of Bonds bearing interest at a Variable
Rate, the maximum rate of interest permitted by any Liquidity Facility then in effect.

“Moody’s"” means Moody’s Investors Service, Inc., a corporation organized and existing
under the laws of the State of Delaware, its successors and assigns, and, if such corporation is
dissolved or liquidated or no longer performs the functions of a securities rating agency,
“Moody’s” will be deemed to refer to any other nationatly recognized securities rating agency
designated by the Issuer, with the approval of the Company, by notice to the Trustee and the
Company.

“Opinion of Bond Counsel” means a written opinion of nationally-recognized bond
counsel selected by the Company and acceptable to the Trustee and who is experienced in
matters relating to the exclusion from gross income for federal income tax purposes of interest
on obligations issued by states and their political subdivisions. Bond Counsel may be counsel to
the Trustee or the Company.

“Qutstanding Bonds”, “Bonrds outstanding” or “ouistanding” as applied to Bonds,

means, as of the applicable date, all Bonds which have been authenticated and delivered, or
which are being delivered by the Trustee under the Indenture, except:

B-5



Y f
T

(a) Bonds cancelled upon surrender, exchange or transfer, or cancelled because of
payment or redemption on or prior to that date;

(b) On or after any purchase date for Bonds pursuant to the Indenture, all Bonds (or
portions of Bonds) which are tendered or deemed to have been tendered for purchase on such
date, but which have not been delivered to the Paying Agent, provided that funds sufficient for
such purchase are on deposit with the Paying Agent in the appropriate accounts in accordance
with the provisions hereof;

{c) Bonds, or the portion thereof, for the payment, redemption or purchase for
cancellation of which sufficient moneys have been deposited and credited with the Trustee or
Paying Agent to the appropriate accounts on or prior to that date for the purpose (whether upon
or prior to the maturity or redemption date of those Bonds); provided, that if any of those Bonds
are to be redeemed prior to their maturity, notice of that redemption has been given or
arrangements satisfactory to the Trustee have been made for giving notice of that redemption, or
waiver by the affected Holders of that notice satisfactory in form to the Trustee has been filed
with the Trustee;

(d) Bonds, or the portion thereof, which are deemed to have been paid and discharged
or caused to have been paid and discharged pursuant to the provisions of the Indenture; and

3] Bonds in lieu of which others have been authenticated under the Indenture.

“Participant” means one of the entities which deposit securities, directly or indirectly, in
the Book-Entry System.

"Paying Agent” means (i) Deutsche Bank National Trust Company, located in Chicago
Illinois, or (ii) any bank or trust company designated as Paying Agent by or in accordance with
the Indenture.

“Payment Default” means failure io make payment of interest on, premium, if any, and
principal of the Auction Rate Bonds and the failure by the Bond Insurer to honor its obligations
under the applicable Bond Insurance Policy.

“Potential Holder” means any person, including any Existing Holder, who may be
inferested in acquiring Auction Rate Bonds (or, in the case of an Existing Holder thereof, an
additional principal amount of Auction Rate Bonds).

“Rate Period” means a period during which a particular rate of interest determined for
the Bonds is to remain in effect until a subsequently determined rate of interest becomes
cffective pursuant to the Indenture. In any case, the final Rate Period will end on (and include)
the day immediately preceding the Maturity Date.

“Registrar” means Deutsch Bank National Trust Company until a successor Registrar
has become such pursuant to the Indenture.
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“S&P " means Standard & Poor’s Ratings Services, and its successors and assigns, except
that if such Division is dissolved or liquidated or no longer performs the functions of a securities
rating agency, “S&P” will be deemed to refer to any other nationally recognized securities rating
arganization designated by the Issuer, with the approval of the Company, by notice to the
Trustee and the Company.

“Stare " means the State of Ohio.
“Submission Deadline” means 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 Auction Agent as specified by the Auction Agent from time to time.

“Term Rate” means the interest rate to be determined pursuant to the Indenture for the
Bonds for a term of one or more whole years or for a term to the Maturity Date.

“Term Rate Period" means a period during which the Bonds bear interest at a particular
Term Rate.

“Variable Rate " means, as the context requires, the Commercial Paper, Daily, Weekly or
Term Rate applicable from time to time to the Bonds.

“Weekly Rare” means the interest to be determined for the Bonds on a weekly basis
pursuant to the Indenture and described under the caption “THE BONDS-Interest Rate
Determination Methods-Weekly Rate and Weekly Rate Period.”

“Weekly Rate Period” means a period during which the Bonds bear interest at a Weekly
Rate,
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S (i)  (A)  Subject to the provisions of (b) below, a Bid by an Existing Holder will
constitute an irrevocable offer to sell:

(H the principal amount of Qutstanding Auction Rate Bonds specified in such
Bid if the Auction Rate determined as provided in these Auction Procedures will be less
than the rate specified in such Bid; or

(2) such principal amount or a lesser principal amount of Qutstanding Auction
Rate Bonds to be determined as set forth in (d)(i}DD) below, if the Auction Rate
determined as provided in these Auction Procedures will be equal to the rate specified in
such Bid; or

3) such principal amount or a lesser principal amount of Outstanding Auction
Rate Bonds to be determined as set forth in (d){ii)(C) below if the rate specified will be
higher than the Maximum Auction Rate and Sufficient Clearing Bids have not been
made.

(B)  Subject to the provisions of (b) below, a Sell Order by an Existing Holder
will constitute an irrevocable offer to sell:

(1) the principal amount of Qutstanding Auction Rate Bonds specified
in such Sell Order; or

N (2) such principal amount or a [esser principal amount of Outstanding
Auction Rate Bonds as set forth in (d){(ii)(C) below if Sufficient Clearing Bids
have not been made.

(C)  Subject to the provisions of (b) below, a Bid by a Potential Holder will
constitute an irrevocable offer to purchase:

(1 the principal amount of Qutstanding Auction Rate Bonds specified
in such Bid if the Auction Rate determined as provided in these Auction
Procedures will be higher than the rate specified in such Bid; or

(2) such principal amount or a lesser principal amount of Outstanding
Auction Rate Bonds as set forth in (d)(i)}(E) below if the Auction Rate determined
as provided in these Auction Procedures will be equal to the rate specified in such
Bid.

(b}(i) Each Broker-Dealer will submit in writing to the Auction Agent prior to the
Submission Deadline on each Auction Date all Orders obtained by such Broker-Dealer and will
specify with respect to each such Order:

(A}  the aggregate principal amount of Auction Rate Bonds that are the subject
of such Order;
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(B)  to the extent that such Bidder is an Existing Holder:

(0 the principal amount of Auction Rate Bonds, if any, subject to any
Hold Order placed by such Existing Holder;

2) the principal amount of Auction Rate Bonds, if any, subject to any
Bid placed by such Existing Holder and the rate specified in such Bid; and

(3)  the principal amount of Auction Rate Bonds, if any, subject to any
Sell Order placed by such Existing Holder; and

(C)  to the extent such Bidder is a Potential Holder, the rate and amount
specified in such Potential Holder’s Bid.

(i1) [f any rate specified in any Bid contains more than three figures to the right of the
decimal point, the Auction Agent will round such rate up to the next highest one thousandth
(.001) of 1%.

(iii) If an Order or Orders covering all Outstanding Auction Rate Bonds held by any
Existing Holder is not submitted to the Auction Agent prior to the Submission Deadling, the
Auction Agent will deem a Hold Order to have been submitted on behalf of such Existing Holder
covering the principal amount of Qutstanding Auction Rate Bonds held by such Existing Holder
and not subject to an Order submitted to the Auction Agent.

(iv) None of the Issuer, the Company, the Trustee, the Paying Agent, the Auction
Agent or the Remarketing Agent will be responsible for any failure of a Broker-Dealer to submit
an Order to the Auction Agent on behalf of any Existing Holder or Potential Holder.

(v) If any Existing Holder submits through a Broker-Dealer to the Auction Agent one
or more Orders covering in the aggregate more than the principal amount of Outstanding Auction
Rate Bonds held by such Existing Holder, such Orders will be considered valid as follows and in
the following order of priority:

(A)  all Hold Orders will be considered valid, but only up to and including in
the aggregate the principal amount of Auction Rate Bonds held by such Existing Holder,
and if the aggregate principal amount of Auction Rate Bonds subject to such Hold Orders
excecds the aggregate principal amount of Auction Rate Bonds held by such Existing
Holder, the aggregate principal amount of Auction Rate Bonds subject to each such Hold
Order will be reduced pro rata to cover the aggregate principal amount of Outstanding
Auction Rate Bonds held by such Existing Holder;

(B) (1) any Bid will be considered valid up to and including the excess of
the principal amount of Outstanding Auction Rate Bonds held by such Existing
Holder over the aggregate principal amount of Auction Rate Bonds subject to any
Hold Orders referred to in clause (A) of this paragraph (v);
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(2) subject to subclause (1) of this clause (B), if more than one Bid
with the same rate is submitted on behalf of such Existing Holder and the
aggregate principal amount of Qutstanding Auction Rate Bonds subject to such
Bids is greater than such excess, such Bids will be considered valid up to and
including the amount of such excess and the stated amount of Auction Rate Bonds
subject to each Bid with the same rate will be reduced pro rata to cover the stated
amount of Auction Rate Bonds equal to such excess;

(3) subject to subclause (1) and {2) of this clause (B), if more than one
Bid with different rates is submitted on behaif of such Existing Holder, such Bids
will be considered valid first in the ascending order of their respective rates until
the highest rate is reached al which such excess exists and then at such rate up fo
and including the amount of such excess; and

() in any such event, the aggregate principal amount of Outstanding
Auction Rate Bonds, if any, subject to Bids not valid under this clause (B) will be
treated as the subject of a Bid by a Potential Holder at the rate therein specified,
and

(C)  all Sell Orders will be considered valid up fo and including the excess of
the principal amount of Qutstanding Auction Rate Bonds held by such Existing Holder
over the aggregate principal amount of Auction Rate Bonds subject to valid Hold Orders
referred to in clause {A) of this paragraph (v) and valid Bids referred to in clavse (B} of
this paragraph (v).

{vi) If more than one Bid for Auction Rate Bonds is submitted on behalf of any
Potential Holder, each Bid submitted will be a separate Bid with the rate and principal amount
therein specified.

(vii)  Any Bid or Sell Order submitted by an Existing Holder covering an aggregate
principal amount of Auction Rate Bonds not equal to an Authorized Denomination therefor will
be rejected and will be deemed a Hold Order. Any Bid submitted by a Potential Holder covering
an aggregate principal amount of Auction Rate Bonds not equal to an Authorized Denomination
therefor will be rejected.

(c)(i) Not earlier than the Submission Deadline on each Auction Date, the Auction
Agent will assemble all valid Orders submitted or deemed submitted to it by the Broker-Dealers
(each such Order as submitfed or deemed submitted by a Broker-Dealer being hercinafier
referred to individually as a “Submitfed Hold Order,” a “Submitted Bid” or a "Submitted Sell
Order,” as the case may be, or as a “Submitted Order” and collectively as “Submitted Hold
Orders,” “Submitted Bids” or "Submitted Sell Orders,” as the case may be, or as “Submitted
Orders”’) and will determine:

(A)  the excess of the total principal amount of Outstanding Auction Rate Bonds over
the sum of the aggregate principal amount of Outstanding Auction Rate Bonds subject to
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