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  Louisville Gas and Electric Company

820 West Broadway

P.O. Box 32020 

Louisville, Kentucky 40232

DRAFT

VIA E-MAIL
BID INVITATION
October __, 2001

____________

____________

____________

____________

Dear Sir:

Louisville Gas and Electric Company (“LG&E”), as buyer, hereby submits this Bid Invitation for the purchase of natural gas call options.  Your company (“the Counterparty”), has been identified as a potential seller, and is invited to submit the Call Option Price and the volume offered for each of the corresponding Strike Prices by Hedge Month listed below.  Inasmuch as LG&E may choose to apportion its purchases among more than one Counterparty, LG&E may accept an option associated with all or any portion of the volumes of natural gas that are set forth below.  The volume, or volumes, accepted by LG&E will be agreed to by the parties in the Confirmation.

Option Type: NYMEX Henry Hub Monthly Call Option with Financial Settlement

Commodity: Natural Gas

Settlement Price: NYMEX Henry Hub Settlement Price on the NYMEX Options Expiration Date (NYM_HUB_PENULT), which occurs on the business day immediately preceding the expiration of the NYMEX Henry Hub Futures Contract for the applicable Hedge Month.

OR

Settlement Price: NYMEX Henry Hub Last Day Settlement Price (NYM_HUB_LASTDAY).

Settlement: If the Settlement Price (as defined above) is greater than the Strike Price (as mutually agreed to by the parties in the Confirmation) for the applicable Hedge Month, then Counterparty shall pay LG&E an amount equal to the product of the Quantity for the applicable Hedge Month (as mutually agreed to by the parties in the Confirmation) and the positive difference between the Settlement Price and the Strike Price (the “Settlement Amount”).  If the Strike Price is greater than or equal to the Settlement Price, then no Settlement Amount is due to either party.

Bid Invitation
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Volumes and Hedge Months:
        
Up to Monthly Volume

December 2001:

___,000 MMBtu



January 2002:


___,000 MMBtu



February 2002:


___,000 MMBtu

Monthly Strike Prices on which Bids are Requested:


December 2001

January 2002

February 2002
$__.___ per MMBtu
$__.___ per MMBtu
$__.___ per MMBtu

$__.___ per MMBtu
$__.___ per MMBtu
$__.___ per MMBtu

$__.___ per MMBtu
$__.___ per MMBtu
$__.___ per MMBtu

$__.___ per MMBtu
$__.___ per MMBtu
$__.___ per MMBtu

$__.___ per MMBtu
$__.___ per MMBtu
$__.___ per MMBtu

$__.___ per MMBtu
$__.___ per MMBtu
$__.___ per MMBtu

Basis from NYMEX: None
Response: Responses are due no later than 11:00 AM Eastern Prevailing Time on _______, October __, 2001.
Award: Awards will be made by LG&E 11:30 AM Eastern Prevailing Time on the response date.

Payment Terms: Invoices for the agreed upon Option Price(s) and Quantities shall be rendered by Counterparty to LG&E on or before the 10th day of month following the applicable Hedge Month.  LG&E shall make payment to Counterparty by wire transfer on the 22nd day of the month following the end of the applicable Hedge Month, or 10 days after invoice is received, whichever is later.  If applicable, LG&E will render to Counterparty on or before the tenth (10th) day of the month following the applicable Hedge Month an invoice for the Settlement Amount.  Any Settlement Amounts due to LG&E as a result of the automatic settlement of these options shall be paid by Counterparty to LG&E by wire transfer on the 22nd day of the month following the applicable Hedge Month, or 10 days after invoice is rendered by LG&E to Counterparty, whichever is later.

General Terms and Conditions: Any offer accepted by LG&E hereunder shall be subject to the terms of the Confirmation for the applicable transaction(s) and the ISDA Master Agreement (the “Agreement”) in place between the parties.  In the event the parties have not entered into an Agreement, then the transaction shall be governed by the Confirmation and LG&E’s General Terms and Conditions for Natural Gas Call Options until such time as the parties execute an Agreement.  A copy of the General Terms and Conditions has been enclosed for your review.  In the event of a conflict among the terms of transactions, the terms stipulated in the following documents shall prevail in the following order: (1) the applicable Confirmation, (2) the Agreement, and (3) the General Terms and Conditions.

LG&E reserves the right to reject any and all bids.  Any questions about this Bid Invitation should be directed to Chris Balmer at (502) 627-4578.  Responses to this Bid Invitation should be made to Chris Balmer at (502) 627-4578 and faxed to (502) 627-4655.

Very truly yours,

Chris Balmer

LOUISVILLE GAS AND ELECTRIC COMPANY

NATURAL GAS CALL OPTION BID FORM

OCTOBER __, 2001









DECEMBER 2001
STRIKE PRICE
OPTION PRICE

DAILY VOLUME



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 









JANUARY 2002
STRIKE PRICE
OPTION PRICE
DAILY VOLUME
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 









FEBRUARY 2002
STRIKE PRICE
OPTION PRICE
DAILY VOLUME
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 



 
 
MINIMUM
 



$0.0000 
 
MAXIMUM
 










SUPPLIER:
 
 
 



DATE:
 
 
 



CONTACT:
 
 
 



TITLE:
 
 
 



PHONE NO:
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