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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

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

” o« ” o ” o, ” w ” ow ” ou ” .

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

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

= fluctuations in customer growth and demand;

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

= fuel and other input costs;

= generating unit availability and capacity;

= transmission and distribution system reliabilitylampacity;

= purchased power costs and availability;

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

= federal and state legislation;

= our ownership by The AES Corporation;

= changes in our credit ratings or the credit ratioig8ES;

= decreases in the value of pension plan assetgases in pension plan expenses and our abilityni f
defined benefit pension and other post-retireméargy

= changes in financial or regulatory accounting pesic

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

= interest rates and other costs of capital;

= the availability of capital;

= labor strikes or other workforce factors;

= facility or equipment maintenance, repairs andtehpxpenditures;

= |ocal economic conditions, including the fact ttfet local and regional economy has recently been in
decline and faces considerable uncertainty fofdheseeable future which further increases marthef
risks discussed in our Annual Report on Form 1®kKilie year ended December 31, 2008;

= acts of terrorism, acts of war, pandemic evenisatural disasters such as floods, earthquakesdoss,
ice storms or other catastrophic events;

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

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

= product development and technology changes.

Most of these factors affect us through our constéid subsidiary, Indianapolis Power & Light Compahll such
factors are difficult to predict, contain uncertas that may materially affect actual results emahy are beyond
our control. Except as required of the federal gées laws, we undertake no obligation to publiapdate or
review any forward-looking information, whetheraasesult of new information, future events or ottise.



PART | — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

IPALCO ENTERPRISES, INC. and SUBSIDIARIES

Unaudited Condensed Consolidated Statements of Ino®

(In Thousands)

Three Months Ended,
September 30,

Nine Months Ended,

September 30,

2009 2008

2009 2008

UTILITY OPERATING REVENUES

UTILITY OPERATING EXPENSES:

$265,902 $287,973 $816,969 $ 804,334

Operation:
Fuel 64,463 65,015 217,293 195,567
Other operating expenses 50,280 48,779 152,633 3832,
Power purchased 13,694 19,662 37,068 46,779
Maintenance 20,987 20,953 72,601 71,202
Depreciation and amortization 41,052 41,418 121,8681,943
Taxes other than income taxes 7,389 10,123 26,309 0081,
Income taxes - net 21,581 27,403 58,318 61,445
Total utility operating expenses 219,446 233,353 86,6900 670,297
UTILITY OPERATING INCOME 46,456 54,620 130,879 134,037
OTHER INCOME AND (DEDUCTIONS):
Allowance for equity funds used during constroicti 389 323 1,446 755
Miscellaneous deductions - net (29 (389) (2,092) 248)
Income tax benefit - net 6,332 6,001 19,672 26,517
Total other income and (deductions) - net 6,702 ,935 19,026 23,984
INTEREST AND OTHER CHARGES:
Interest on long-term debt 29,147 28,680 88,424 1IRL,7
Other interest 316 272 1,095 701
Allowance for borrowed funds used during congfarc (355) (287) (1,154) (977)
Amortization of redemption premiums and expensdabt 1,024 794 2,790 2,896
Total interest and other charges - net 30,132 459, 91,155 104,323
NET INCOME 23,026 31,096 58,750 53,698
LESS: PREFERRED DIVIDENDS OF SUBSIDIARY 803 803 2,410 2,410

NET INCOME APPLICABLE TO COMMON STOCK $ 22,227 $ 30,29:

$ 56,34( $ 51,28¢

See notes to Unaudited Condensed Consolidateddrah&tatement



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Balance She

(In Thousands)
September 30, December 31,
2009 2008
ASSETS
UTILITY PLANT:
Utility plant in service $ 3,999,859 $ 3,919,710
Less accumulated deprecial 1,763,691 1,677,491
Utility plant in service - net 2,236,169 2,242,214
Construction work in progre 71,21t 86,85¢
Spare parts inventc 11,92: 11,05:¢
Property held for future u 991 947
Utility plant - ne 2,320,29 2,341,07.
OTHER ASSETS:
Investment in long-term debt securities (No 42,000 -
Nonutility property - at cost, less accumulategre ciation 695 698
Other investmen 8,90¢ 9,88¢
Other assets - 1 51,60( 10,58¢
CURRENT ASSETS:
Cash and cash equivale 71,25 16,50¢
Short-term investments (Note 3) - 41,550
Accounts receivable and unbilled revenue (ldesvahct
for doubtful accounts of $1,832 and $1,801peetively) 62,907 86,876
Fuel - at average c 37,54« 31,11¢
Materials and supplies - at average 49,69: 47,917
Net income tax receivable 683 -
Deferred tax asset - curr 8,92¢ 8,531
Regulatory assets 3,729 17,345
Prepayments and other current a: 13,03¢ 1451«
Total current assets 247,771 264,361
DEFERRED DEBITS:
Regulatory asse 437,63 461,72¢
Miscellaneous 21,964 24,665
Total deferred deb 459,59! 486,39:
TOTAL $ 3,079,26. $ 3,102,41.
CAPITALIZATION AND LIABILITIES
CAPITALIZATION:
Common shareholder's defi
Paid in capiti $ 9,34¢ $ 8,62
Accumulated deficit (28,093) (18,533)
Total common shareholder's de (18,749 (9,909
Cumulative preferred stock of subsidiary 59,784 59,784
Long-term deb 1,706,54. 1,666,08!
Total capitalization 1,747,577 1,715,960
CURRENT LIABILITIES:
Short-term de - 52,69:
Accounts payable 58,915 69,599
Accrued expens 22,54« 22 47:
Accrued real estate and personal property taxes 26,897 26,812
Regulatory liabilitie 16,57¢ 5,73t
Accrued income tax 14z 1,027
Accrued intere: 46,63: 28,16¢
Customer depos 18,29¢ 16,92¢
Other current liabilities 9,256 10,177
Total current liabilitie 199,26 233,61(
DEFERRED CREDITS AND OTHER LONG-TERM LIABILITIES:
Accumulated deferred income taxes 378,24° 398,08¢
Non-current income tax liabili 8,44¢ 8,351
Regulatory liabilities 483,791 471,002
Unamortized investment tax cre 13,38 15,21:
Accrued pension and other postretirement benefits 222,734 234,670
Miscellaneou 25,82t 25517
Total deferred credits and other long-terbilities 1,132,425 1,152,841
COMMITMENTS AND CONTINGENCIES (Note 9)
TOTAL $ 3,079,26. $ 3,102,411

See notes to Unaudited Condensed Consolidateddrh&@tatements.



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

Nine Months Ended

September 3C
2009 2008
CASH FLOWS FROM OPERATIONS:
Net income $ 58,75( $ 53,69¢
Adjustments to reconcile net income to net cashiiged by operating activitie
Depreciation and amortizati 119,46: 115,52¢
Amortization of regulatory ass 6,28 10,26¢
Deferred income taxes and investment tax ceeljitstments - n (18,881 (20,765
Tender fees expensed as inte - 13,85:
Allowance for equity funds used during constin (1,280 (655,
Change in certain assets and liabili
Accounts receivah 23,96¢ (4,097
Fuel, materials and supp! (8,199 (9,662
Income taxes receivable or pay: (1,475 16,861
Financial transmission rigl 3,694 (8,017
Accounts payable and accrued expe (2,871 8,17¢
Accrued real estate and personal property 85 12,21:
Accrued intere 18,46¢ 19,74¢
Pension and other postretirement benefit exqx (11,936 (47,926
Short-term and long-term regulatory assetsliabdities 39,44( (3,520
Other - ne 952 (835
Net cash provided by operating activi 226,45¢ 154,87
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures - utili (83,617 (73,021
Purchase of investments (40,300 (111,336
Proceeds from sales and maturities of short-tevestment: 40,41t 77,42¢
Othe (5,310 (2,663
Net cash used ininvesting activit (88,812 (109,595
CASH FLOWS FROM FINANCING ACTIVITIES:
Short-term debt borrowin 97,70( 55,88(
Short-term debt repayme (150,391 (9,500
Long-term borrowing 171,85( 394,10!
Retirement of long-term debt and early tendemum (131,850 (388,852
Dividends on common sto (65,900 (54,158
Preferred dividends of subsidii (2,410 (2,410
Othe (1,899 (7,856
Net cash used in financing activil (82,900 (12,791
Net change in cash and cash equiva 54,74« 32,48
Cash and cash equivalents at beginning of p 16,50¢ 7,74
Cash and cash equivalents at end of p $ 71,25 $ 40,23(
Supplemental disclosures of cash flow informa
Cash paid during the period 1
Interest (net ot amount capitaliz $ 70,21: $ 82,26,
Income taxes $ 59,000 $ 38,545

See notes to Unaudited Condensed Consolidateddrah&@tatement



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Statements of Conum Shareholder's Defici

and Noncontrolling Interest
(In Thousands)

Cumulative
Paidin Accumulated Preferred Stock
Capital Deficit Total Deficit  of Subsidiary
Balance at December 31, 2008 $ 8,624 $ (18,533)% (9,909)$ 59,784
Comprehensive Incon
Net income applicable to common st 56,34( 56,34(
Total Comprehensive Incon 56,34(
Distributions to AE! (65,900 (65,900
Contributions from AE 72C 72C
Balance at September 30, 2009 $ 9,344 % (28,093)% (18,749)% 59,784
Balance at December 31, 2007 $ 6,778 $ (18,016)% (11,238)% 59,784
Comprehensive Incon
Net income applicable to common st 51,28¢ 51,28¢
Total Comprehensive Incon 51,28¢

Adjustment for the adoption of SFAS 1
net of income taxes of $2Z (411 (411

Distributions to AE! (54,159 (54,159
Contributions from AE 1,10 1,10C
Balance at September 30, 20 7878 % (21,298)% (13,420)% 59,784

See notes to Unaudited Condensed Consolidated diii&@tatement



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Notes to Unaudited Condense@€onsolidated Financial Statements

For a list of certain abbreviations or acronymsdusethe Notes to Unaudited Condensed Consolidaiteghcial
Statements, sétem 1B. Defined Termsincluded in Part | — Financial Information of tierm 10-Q.

1. ORGANIZATION

IPALCO Enterprises, Inc. is a holding company impayated under the laws of the state of Indiana LIB@ is a
wholly-owned subsidiary of The AES Corporation. IR2O was acquired by AES in March 2001. IPALCO owns
all of the outstanding common stock of its subside Substantially all of IPALCQO'’s business cotssisf the
generation, transmission, distribution and saleleétric energy conducted through its principalssdiary,
Indianapolis Power & Light Company. IPL was incarged under the laws of the state of Indiana in619R2L has
approximately 470,000 retail customers in the oftindianapolis and neighboring cities, towns anthmunities,
and adjacent rural areas all within the state didna, the most distant point being approximateiyyfmiles from
Indianapolis. IPL has an exclusive right to provédectric service to those customers. IPL ownsaretates two
primarily coal-fired generating plants, one combimacoal and gas-fired plant and two combustigbihes at a
separate site that are all used for generatindrigditg. IPL’'s net electric generation capabilityrfwinter and
summer is 3,492 MW and 3,353 MW, respectively.

IPALCOQO's other direct subsidiary is Mid-America G Resources, Inc. Mid-America is the holding qany for
IPALCO'’s unregulated activities. Mid-America owng &% interest in EnerTech Capital Partners Il LaRenture
capital fund that invests in early stage and emgrgrowth companies in the energy technology, cteahnology
and related markets, with a recorded value of $38liBon and $6.8 million as of September 30, 2008 ®ecember
31, 2008 (See Note 3Short-term and Long-term Investmen}s”

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying Unaudited Condensed Consolidatethé&ial Statements include the accounts of IPALGRD,
and Mid-America. All significant intercompany amdsithave been eliminated. The accompanying financial
statements are unaudited; however, they have lrepaged in accordance with accounting principlesegaly
accepted in the United States of America for imefinancial information and in conjunction with thdes and
regulations of the Securities and Exchange Comuomsgiccordingly, they do not include all of theaasures
required by GAAP for annual fiscal reporting pesoth the opinion of management, all adjustment wérmal
recurring nature necessary for fair presentatiore fieen included. The electric utility businesaffected by
seasonal weather patterns throughout the yeatlfore, the operating revenues and associataiig
expenses are not generated evenly by month durengdar. These unaudited financial statements Iheep
prepared in accordance with the accounting polidéeribed in IPALCO’s Annual Report on Form 106K the
year ended December 31, 2008 and should be reamhjunction therewith. Certain prior period amoumse been
reclassified to conform to current year presentatide have evaluated subsequent events throughnhmares,
2009, which is the same date this report is issued.

Use of Management Estimates

The preparation of financial statements in confeymiith GAAP requires that management make cegatimates
and assumptions that affect the reported amourdssats and liabilities and disclosure of contihgssets and
liabilities at the date of the financial statemeiitse reported amounts of revenues and expensiegdbe
reporting period may also be affected by the egésand assumptions that management is requinedke. Actual
results may differ from those estimates.



New Accounting Pronouncements

Financial Accounting Standards Board Accountingn8tads Codification 105 “Generally Accepted Accongt
Principles”

In June 2009, the FASB issued Statement of FinhAcieounting Standards 168, “The FASB Accounting
Standards Codification and Hierarchy of Generaltgépted Accounting Principles, a replacement of BAS
Statement No. 162,” which updates ASC 105. Thisatgéstablishes the FASB ASC as the source of atattine
GAAP recognized by the FASB to be applied to nomgomnental entities. The FASB ASC supersedes all the
existing non-SEC accounting and reporting standeffégstive July 1, 2009. The adoption of this stadat did not
have a material impact on our results of operatifinancial condition or cash flows.

FASB ASC 320 “Investments — Debt and Equity Seesitit

In April 2009, the FASB issued FASB Staff Positidn. SFAS 115-2 and 124-2, “Recognition and Presemtaf
Other-Than-Temporary Impairments,” which update€/A20. This update amends the other-than-temporary
impairment guidance for debt securities to makegthidance more operational and to improve the pitaten and
disclosure of other-than-temporary impairments ebténd equity securities in the financial stateisiehhis update
does not amend existing recognition and measureguegiénce related to other-than-temporary impaitsieh
equity securities. This update does not requirelassires for earlier periods presented for compargiLrposes at
initial adoption. In periods after initial adopticthis update requires comparative disclosures famlperiods
ending after initial adoption. The adoption of thfatement did not have a material impact on caulte of
operations, financial condition or cash flows.

FASB ASC 810, “Consolidation”

In December 2007, the FASB issued SFAS 160 “Nortrodimg Interests in Consolidated Financial Stagens —
an amendment of ARB No. 51,” which updates ASC 8His update establishes accounting and reporting
standards for the noncontrolling interest in a glibsy. This update is effective for IPALCO begingiJanuary 1,
2009 and must be applied to all periods presemtéiuei financial statements. In accordance withupidate, we
have changed the presentation on IPALCO’s Unaudiendensed Consolidated Statements of Income tw gie
dividends related to those shares as a deductom Iffet Income to arrive at Net Income Applicable€€mmmon
Stock.

FASB ASC 815 “Derivatives and Hedging”

In March 2008, the FASB issued SFAS 161“Disclosatasut Derivative Instruments and Hedging Actidtiean
amendment of FASB Statement No. 133,” which updA®& 815. This update requires additional disclesur
about derivatives, but does not change the methadamunting for derivatives. The additional distloes include:
the objectives of the derivative instruments andigivg activities, the method of accounting for sirgdtruments
under ASC 815, and a tabular disclosure of thectffef such instruments and related hedged itenaantity’s
financial position, operations, and cash flows. tCaxts that meet the criteria for and that aregieded under the
normal purchases and normal sales exception anecotded at fair value and are not included indiselosure
requirements of this update. This guidance becdfaetwe for IPALCO beginning January 1, 2009. Thedance
also states that the provisions of the Statemesd net be applied to immaterial items. IPALCO eregaigp limited
derivative and hedging activities. Additionally APCQ’s larger derivative items both qualify for ndgtory
treatment under ASC 980, “Regulated Operation”thedefore any unrealized gains or losses relatddoge items
are deferred as regulatory assets or liabilitisteimd of being recognized in the statements ohilec@s a result,
we have determined that our derivative items atewaierial to our financial statements at this tenel have
therefore excluded the additional disclosures.$8leafer to Note 5Fair Value Measurements,included in this
Form 10-Q and/or Note 6Fair Value Measurements,included in the 2008 Form 10-K for more informatio
related to IPL’s derivative activities.



FASB ASC 820 “Fair Value Measurements and Disclesur

In April 2009, the FASB issued FSP SFAS 157-4, #etining Fair Value When the Volume and Level otidity
for the Asset or Liability Have Significantly Deerged and Identifying Transactions That Are Not @ygewhich
updates ASC 820. This update provides additionialagnce for estimating fair value in accordance wiC 820,
when the volume and level of activity for the asseliability have significantly decreased. Thigdagpe also
includes guidance on identifying circumstances itditate a transaction is not orderly and requinesdisclosure
of the inputs and valuation technique(s) used tasuee fair value and a discussion of changes imtiah
techniques and related inputs, if any, during teqgal. The adoption of this statement did not haweaterial
impact on our results of operations, financial gbod or cash flows.

In August 2009, the FASB issued Accounting Stanslafddate 2009-05, “Fair Value Measurements and
Disclosures (ASC 820) — Measuring Liabilities airRéalue,” which further updates ASC 820. The ugdattovides
guidance on several key issues regarding the dstihfair value of liabilities in accordance with 8820. The
guidance addresses restrictions on the transfeiiability and clarifies how the price of a tradéebt security
should be considered in estimating the fair valughe issuer’s liability. The adoption of this updalid not have a
material impact on our results of operations, faiahcondition or cash flows.

FASB ASC 825 “Financial Instruments”

In April 2009, the FASB issued FSP SFAS 107-1 ardBA8-1, “Interim Disclosures About Fair Value of
Financial Instruments,” which updates ASC 825. Tlgdate requires disclosures about fair valuenatifcial
instruments in interim reporting periods of an grtfhat were previously only required to be diselb# annual
financial statements. We have adopted this updatéhave provided the additional disclosures requimeNote 5,
“Fair Value Measurements.”

FASB ASC 855 “Subsequent Events”

In May 2009, the FASB issued SFAS 165 “Subsequeants,” also known as ASC 855. ASC 855 establishes
general standards for accounting for and disclostievents that occur after the balance sheetlugtbefore
financial statements are available to be issuedeMpecifically, ASC 855 sets forth the period iaftee balance
sheet date during which management of a reportitityeshould evaluate events or transactions tret atcur for
potential recognition in the financial statemedentifies the circumstances under which an estityuld recognize
events or transactions occurring after the balaheet date in its financial statements; and setis fbe disclosures
that should be made about events or transactian®teur after the balance sheet date. ASC 855d¢esvargely
the same guidance on subsequent events which pedyiexisted only in auditing literature. The adoptof this
statement did not have a material impact on owlt®ef operations, financial condition or cashiffo

3. SHORT-TERM AND LONG-TERM INVESTMENTS

As of December 31, 2008, IPL’s short-term investta@onsisted of available-for-sale debt securdiged included
$2.0 million of auction rate securities and $39iBiom in variable rate demand notes (see belowg #d not have
any short-term investments as of September 30,.2009

As of September 30, 2009, IPL’s long-term investta@onsisted of available-for-sale debt securdied included
the $2.0 million of auction rate securities, resifisd as long-term investments due to the unagstaif our ability
to convert them into cash in the current markefrenment and $40.0 million of variable rate demanotks (see
below). We did not have any long-term investmestsfaDecember 31, 2008.

Variable Rate Demand Notes

IPL’s investment in variable rate demand notes isted of the City of Petersburg, Indiana, Pollutidontrol
Refunding Revenue Bonds Adjustable Rate TenderrBiesuSeries 1995B (Indianapolis Power & Light Guany
Project). IPL received the proceeds from the odbissuance of the 1995B Bonds and is liable ftargst and
principal on the 1995B Bonds, which mature on Jan@a2023. Interest on the 1995B Bonds varied \Weakd
was set through a remarketing process. IPL main@i$40.6 million long-term liquidity facility suppting the

10



1995B Bonds. The liquidity facility expires in M&p11. IPL also entered into an interest rate swgapement to
hedge our interest rate exposure on the 1995B Bdrmsinterest rate is synthetically fixed at 5.2f&6 annum
through this interest rate swap agreement.

During several months in the second half of 2088nach as $39.6 million of the 1995B Bonds were not
successfully remarketed and were therefore tendert trustee. In accordance with the terms bfslRommitted
liquidity facility, the trustee drew $39.7 millicagainst this facility to fund the tender and redagecrued interest.
As specified in the swap agreement, while the 19B6Bds were not being remarketed, the swap cousntigrp
exercised its right to pay interest to IPL at theraative floating rate, which applied to the 1B9Bonds that were
not remarketed instead of the cost of funds ratea #esult of the tender, the trustee held thegb3@lion of the
1995B Bonds on IPL’s behalf on December 31, 20@&aBise management believed the 1995B Bonds would be
successfully remarketed within one year, IPL’s stweent in the 1995B Bonds was presented as cusreotir
December 31, 2008 balance sheet. During the falétai 2009, all of these 1995B Bonds were suceslysf
remarketed and the trustee no longer held thosdsbom IPL’s behalf.

Beginning on May 6, 2009, as a result of the barsdiier’s credit downgrades, the swap counterpadina
exercised its right to pay interest to IPL at theraative floating rate. As a result, IPL’s effiwetinterest rate for
the 1995B Bonds as of August 31, 2009, includirgititerest rate swap agreement, increased fron¥/Gt81
approximately 12% per annum.

In September 2009, in accordance with the terntkeo995B Bonds, IPL converted the 1995B Bonds fraxn
exempt weekly interest rate mode to commercial papmle and directed the remarketing agent to ngdon
remarket the 1995B Bonds. In connection with tleiswersion all of the outstanding 1995B Bonds weraléred
back to the trustee. In accordance with the teriBIlds committed liquidity facility, the trusteeréw $40 million
against this facility to fund the tender and thestee is again holding the 1995B Bonds on IPL'safeBince the
1995B Bonds are no longer being remarketed, petetines of the 1995B Bonds the commercial paperisaet to
0%. Because IPL’s committed liquidity facility doest expire until May 2011 and because managentg dot
currently intend to retire or remarket the 1995B8® within the next 12 months, we have classiffedassociated
1995B Bonds as available-for-sale within long-ténrestment on our September 30, 2009 balance dRets
liable for the interest and principal on the ligtydacility. IPL also continues to be liable toetswap counterparty
for 5.21% interest rate and the swap counterpantyicues to exercise its right to pay interestb &t the
alternative floating rate. As of November 1, 2009 effective interest rate on the 1995B Bondduitiag the
liquidity facility and interest rate swap agreememass approximately 6% per annum. All of the 1995@8s
remain outstanding and IPL remains liable for paynod interest and principal thereon, even thougih ¢urrently
is the holder of the 1995B Bonds.

Other Investments

In June 2009, we recorded a $1.8 million impairn@mour investment in EnerTech, which is accouftedising
the cost method. The investment was deemed tohee thtan temporarily impaired. In making this detigration,
we considered, among other things, the amountemgth of time of impairment of the individual inte®nts held
by EnerTech as well as the future outlook of suslestments.

4. REGULATORY MATTERS
Basic Rates and Charges

IPL’s basic rates and charges are determined giftarg consideration, on a pro-forma basis, taa#ittwable costs
for ratemaking purposes and include a fair returithe fair value of the utility property used arsful in

providing service to customers. Pursuant to stath&elndiana Utility Regulatory Commission is nduct a
periodic review of the basic rates and chargedl attiities at least once every four years. ThaRiU typically
performs an annual review but has the authoritgtiew the rates of any utility at any time it clses. Once set, the
basic rates and charges authorized do not assiredlization of a fair return on the fair valuepobperty. IPL’s
basic rates and charges were last adjusted in 1996.
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Fuel Adjustment Charge and Authorized Annual Jurisdctional Net Operating Income

IPL may apply to the IURC for a change in IPL’sIfabarge every three months to recover IPL’s egtoh&uel
costs, including the energy portion of purchasedgyaosts, which may be above or below the levelkided in
IPL’s basic rates and charges. Independent oflRCI's ability to review basic rates and chargedijdna law
requires electric utilities under the jurisdictiohthe IURC to meet operating expense and incosteréguirements
as a condition for approval of requested chang#sar-AC. Additionally, customer refunds may resiudt utility’s
rolling twelve month operating income, determinédwaarterly measurement dates, exceeds a utilitytsorized
annual jurisdictional net operating income andéhane not sufficient applicable cumulative net afiag income
deficiencies against which the excess rolling t@ehonth jurisdictional net operating income carofiset.

In IPL’s four most recently approved FAC filingsA€E 81 through 84), the IURC found that IPL’s rofliannual
jurisdictional retail electric net operating inconvas lower than the authorized annual jurisdictiom operating
income. In addition, in IPL's September 2009 FAG§ (FAC 85), which has not yet been approvedhsyltJRC,
IPL’s rolling annual jurisdictional retail electrizet operating income was also calculated to beddhan the
authorized annual jurisdictional net operating mecfor the twelve months ended July 31, 2009. IidFAC 76
through 80 filings, the IURC found that IPL’s raoifj annual jurisdictional retail electric net opargtincome was
greater than the authorized annual jurisdictiomlaperating income. Because IPL has a cumulagv@perating
income deficiency, it has not been required to n@algtomer refunds in its FAC proceedings.

In December 2007, IPL received a letter from tladf stf the IURC requesting information relevanthe IURC's
periodic review of IPL’s basic rates and charges i@L subsequently provided information to thefstaince IPL’s
cumulative net operating income deficiency (desatiabove) requires no customer refunds in the FACqss, the
IURC staff was concerned that the higher than u0@r earnings may continue in the future. In dorefo allay
staff’s concerns, in IPL's IURC approved FAC 79 &t IPL provided voluntary credits to its retailstomers
totaling $30 million and $2 million, respectivelpL recorded a $30 million deferred fuel regulatbaility in
March 2008 and a $2 million deferred fuel regulatability in June 2008, with corresponding andpective
reductions against revenues for these voluntaitsteAll of these credits have been applied infdren of offsets
against fuel charges that customers would havewtbe been billed during June 1, 2008 through Fatyr@8,
2009.

In September 2009, IPL received a letter from ta# sf the IURC relevant to the IURC's periodio/iew of IPL’s
basic rates and charges which expressed conceons l&th.'s level of earnings and invited IPL to pide additional
information. In response, IPL provided informattorthe staff of the IURC. It is not possible to ghict what
impact, if any, the IURC’s review may have on IPL.

Deferred Fuel

Deferred fuel was a liability of $14.6 million af®eptember 30, 2009 included in current regulaliatyilities
while deferred fuel was an asset of $9.3 milliomBBecember 31, 2008 which was included in curregtilatory
assets. The net change in the deferred fuel ligtufi$23.9 million was primarily because the ambaifuel
charged to customers increased to recover undaliliel costs from prior periods and because fosiscin 2009
have been less than estimated.

Midwest Independent Transmission System Operator,Hc.
Midwest ISO’s Energy and Ancillary Services Markatiff

As a member of the Midwest ISO, we must comply lith Midwest ISO Tariff. The tariff has been amehftem
time to time to cover expansions of Midwest ISOperations. The tariff originally covered only tramission, but
was amended to include terms and conditions oEtiergy Market that was launched in April 2005 amel ASM
that was launched in January 2009. Ancillary sexwiare services required to reliably deliver elegower, and
include such things as operating reserves anddragyucontrol. Traditionally, each utility was rerpd to provide
these services themselves or purchase them fraimdepiarty. With the launch of the ASM, the buyiaigd selling
of ancillary services are able to be integratedh wie existing Energy Market, thus providing greaficiency in
the delivery of these services and lower costdulre 2009, the IURC issued an order which estaaligie manner
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and timing of recovery or crediting of jurisdict@incharges and revenues associated with the MidB&sASM.
The order approved IPL’s proposal in its entirétgjuding the request to include all specificaliigntifiable ASM
costs and revenues as recoverable fuel costs iRAQrilings and to defer the remaining costs agilatory assets.
IPL will seek to recover the deferred costs imixt basic rate case proceeding.

Midwest ISO Real Time Revenue Sufficiency Guarantee

The Midwest ISO collects RSG charges from marketigipants that cause additional generation toibpadched
when the costs of such generation are not recoverest the past two years, there have been disagnes
between interested parties regarding the calculatiethodology for RSG charges and how such chatymsd be
allocated to the different Midwest ISO participarfthe Midwest ISO has changed their methodologytipial
times. Per past Federal Energy Regulatory Comnmgsiders, in December 2008, the Midwest I1SO filethwhe
FERC its proposed revisions and clarificationshi ¢alculation of the RSG charges and had begusddts new
methodology in January 2009, including making rieseients of previous calculations. In the seconaligu of
2009, the FERC withdrew its previous orders relateBSG charges and further directed Midwest ISCetase the
ongoing market resettlements and refund processcargtoncile the amounts paid and collected ireotd return
each market participant to the financial statedswn before the refund process began. This hgsatestial
implication that IPL would no longer be entitledrefunds that were due to IPL under the previodeiofor periods
between April 1, 2005 and November 4, 2007.

In July 2009, IPL filed a Request for Clarificationalternately a Request for Rehearing on thiseigsdone. In
addition to our requests, other interested pahide® expressed interest in a different model ofcaling RSG
charges. Another factor that affects how RSG clangeact IPL is our ability to recover such costsrf our
customers through our FAC and/or in a future bestie case proceeding. Under the methodology clyrenéffect,
RSG charges have little effect on IPL’s financtatements as the vast majority of such chargesarsidered to be
fuel costs and are recoverable through IPL’s FABIJerthe remainder are being deferred for futumvery in
accordance with GAAP. However, the IURC’s ordertRPh’'s FAC 77, 78 and 79 proceedings approved IFHASC
factor on an interim basis, subject to refund, egmnthe outcome of the FERC proceeding regardinG R&arges
and any subsequent appeals therefrom. As a rédgslhot possible to predict how these proceedimgjsultimately
impact IPL, but we do not believe they will havenaterial impact on our financial statements.

Demand-Side Management

In December 2008, IPL filed a petition with the IORequesting approval of an Alternative Regula®lan to offer
our customers energy efficiency conservation, dehmasponse and Demand-Side Management progrants and
allow associated rate making treatment. If approied’s level of spending in these programs wilti@ase
significantly, however it is still not expectedhave a material impact on our results of operatifinancial
conditions or cash flows. We cannot predict theonte of the proceeding at this time. IPL is authedtito continue
its current Demand-Side Management programs onrah¥to-month basis from July 1, 2009 until the IURSues
its final order on the Alternative Regulatory Plan.

Financing Order

Please see Note Tndebtednessfor information regarding approval from the IURE&refinance our variable rate
debt.

5. FAIR VALUE MEASUREMENTS

Whenever possible, quoted prices in active marketsised to determine the fair value of our finalnicistruments.
Our financial instruments are not held for tradamgther speculative purposes. The estimated &irevof financial
instruments has been determined by using availabi&et information and appropriate valuation metiodies.
However, considerable judgment is required in prteting market data to develop the estimates ofvlue.
Accordingly, the estimates presented herein armeo¢ssarily indicative of the amounts that we doedlize in a
current market exchange. The use of different ntaaksumptions and/or estimation methodologies raag la
material effect on the estimated fair value amaunts
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Cash Equivalents

As of September 30, 2009 and December 31, 2008&;aslr equivalents consisted of money market fuRids.fair
value of cash equivalents approximates their badieerdue to their short maturity, which was $43iion and
$5.2 million as of September 30, 2009 and DecerBheR008, respectively.

Customer Deposits

Our customer deposits do not have defined matdétgs and therefore, fair value is estimated tthé@amount
payable on demand, which equaled book value. Custdeposits totaled $18.3 million and $16.9 millamof
September 30, 2009 and December 31, 2008, resplgctiv

Indebtedness

The fair value of our outstanding fixed rate deds been determined on the basis of the quoted tanikes of the
specific securities issued and outstanding. Irageircumstances, the market for such securites imactive and
therefore the valuation was adjusted to considangbs in market spreads for similar securities ofdiagly, the
purpose of this disclosure is not to approximagwhlue on the basis of how the debt might be aefied.

The following table shows the carrying amount amelfair value of fixed rate and variable rate irteéebess for the
periods ending:

September 30, 2009 December 31, 2008
Carrying Fair Value Carrying Fair Value
Amount Amount
(In Millions)
Fixed-rate $ 16327 $ 11,7052 $ 15008 $ 1,287.1
Variable-rate 80.0 80.0 224.5 224.5
Total indebtedness $ 17127 $ 17852 $ 17253 $ 1511.6

Fair Value Hierarchy

ASC 820 defines and establishes a framework forsomgzg fair value and expands disclosures abouvéue
measurements for financial assets and liabilities &re adjusted to fair value on a recurring baistor financial
assets and liabilities that are measured at féirevan a nonrecurring basis, which have been azljust fair value
during the period. IPALCO did not have any finaheissets or liabilities measured at fair value srarecurring
basis, which have been adjusted to fair value dutie periods covered by this report. In accordavitte ASC 820,
we have categorized our financial assets and iligsil based on the priority of the inputs to tlauation technique,
into a three-level fair value hierarchy as settfdrélow. If the inputs used to measure the findmiegruments fall
within different levels of the hierarchy, the categation is based on the lowest level input teagignificant to the
fair value measurement of the instrument.

Financial assets and liabilities recorded on thaudiited Condensed Consolidated Balance Sheeta@gocized
based on the inputs to the valuation techniquédslasvs:

Level 1 - unadjusted quoted prices for identicakss or liabilities in an active market.

Level 2 - inputs from quoted prices in markets veheading occurs infrequently or quoted pricesnstruments
with similar attributes in active markets.

Level 3 - unobservable inputs reflecting managefaawn assumptions about the inputs used in prithegasset or
liability.
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As of September 30, 2009 and December 31, 2008&Wyehad Level 3 financial assets or liabilities reaaed at fair
value on a recurring basis, based on the fair viaiearchy. The following table presents thoserfgial assets and
liabilities:

Fair Value Measurements
Using Level 3 at
September 30, 2009 December 31, 2008
(In Thousands)

Financial assets:

Investments in debt securities $ 000 $ 41,550
Financial transmission rights 64 5,298
Total financial assets measured at fair value $ 43,604 $ 46,848

Financial liabilities:

Interest rate swap $ 9571 % 9,918
Other derivative liabilities 93 194
Total financial liabilities measured at fair value $ 9,764 $ 10,112

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

Derivative Financial

Instruments, net Investments in
Liability Debt Securities Total
(In Thousands)

Balance at January 1, 2009 $ 4,814) $ 41550 $ 6,786
Unrealized losses recognized in earnings 27) - j27
Unrealized loss recognized as a regulatory asset (673) - (673)
Issuances and settlements, net 6462, 450 (2,196)

Balance at September 30, 2009 $ (8,160) $ 42,000 $ 33,840

6. SALES OF ACCOUNTS RECEIVABLE
Accounts Receivable Securitization

IPL formed IPL Funding Corporation in 1996 as aci@lepurpose entity to purchase receivables ortgméy IPL
pursuant to a purchase agreement entered intdRlithAt the same time, IPL Funding entered intake $acility
with unrelated parties (Royal Bank of Scotlandaodd Windmill Funding Corporation) pursuant to whibk
Purchasers agree to purchase from IPL Funding,remaving basis, interests in the pool of recelgalpurchased
from IPL up to the lesser of (1) an amount deteadipursuant to the sale facility that takes intooant certain
eligibility requirements and reserves relatingte teceivables, or (2) $50.0 million. As collecBaeduce accounts
receivable included in the pool, IPL Funding selimership interests in additional receivables aeguirom IPL to
return the ownership interests sold to the maxinammount permitted by the sale facility. During 200 sale
facility was extended through May 25, 2010. IPL #img is included in the Unaudited Condensed Codatéd
Financial Statements of IPALCO. Since IPL Fundisig@ iwholly owned subsidiary of IPL, IPL is the paim
beneficiary of IPL Funding. Accounts receivabletba accompanying Unaudited Condensed ConsolidatézhBe
Sheets of IPALCO are stated net of $50 million sold

IPL retains servicing responsibilities in its ralg collection agent on the amounts due on thersoklvables.
However, the Purchasers assume the risk of callectn the purchased receivables without recourfieltan the
event of a loss. While no direct recourse to IPistsxwe risk loss in the event collections aresufficient to allow
for full recovery of the retained interests. Nowsging asset or liability is recorded since thevag@ng fee paid to
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IPL approximates a market rate. Per the termseptirchase agreement, IPL Funding pays IPL $0l6mil
annually in servicing fees which is financed byitmgontributions from IPL to IPL Funding.

The carrying value of the retained interest is eiieed by allocating the carrying value of the ieables between
the interests sold and the interests retained hasedlative fair value. The key assumptions imesting fair value
are credit losses, the selection of discount raties,expected receivables turnover rate. As atretghort accounts
receivable turnover periods and historically lowdit losses, the impact of these assumptions hatveagn
significant to the fair value. The hypotheticalezff on the fair value of the retained interestsiiabsg both a 10%
and a 20% unfavorable variation in credit lossediscount rates is not material due to the shornaver of
receivables and historically low credit loss higtor

The losses recognized on the sales of receivaldes $0.3 million and $0.5 million for the three ntemended
September 30, 2009 and 2008, respectively, andrllidn and $1.5 million for the nine months endgeptember
30, 2009 and 2008, respectively. These lossesaladied in Other operating expense on the Unauditatiensed
Consolidated Statements of Income. The amounteolobses recognized depends on the previous cgragmount
of the financial assets involved in the transfocated between the assets sold and the intetestsontinue to be
held by the transferor based on their relative\falue at the date of transfer, and the proceeziswed.

The following tables show the receivables sold iatdined interests as of the periods ended andflcass during
the periods ending:

September 30, 2009 December 31, 2008

(In Millions)
Receivables at IPL Funding $ 113.% 137.4
Less: Retained interests 63.4 87.4
Net receivables sold $ 500 $ 50.0

For the Nine Months
Ended September 30,
2009 2008
(In Millions)

Cash flows during period:
Cash proceeds from interest retained $ 450.1 $442.3
Cash proceeds from sold receivaies $ 3375 $ 296.5

@ Cash flows from the sale of receivables are redléetithin Operating Activities on the Unaudited @ensed Consolidated Statements of
Cash Flows.

There were no proceeds from new securitizationgdoh of the three months ended and nine monttreddend
September 30, 2009 and 2008.

IPL and IPL Funding provide certain indemnitiegtie Purchasers, including indemnification in therguvhat there
is a breach of representations and warranties mébtaespect to the purchased receivables. IPL Fgnand IPL
each have agreed to indemnify the Purchasers aftemtax basis for any and all damages, lossasmsl|

liabilities, penalties, taxes, costs and expensagytime imposed on or incurred by the indemdifiarties arising
out of or otherwise relating to the sale facilgypject to certain limitations as defined in thie $acility.

Under the sale facility, if IPL fails to maintaiertain financial covenants including but not lindite interest
coverage and debt-to-capital ratios, it would cibuist a “termination event.” As of September 30020PL is in
compliance with such covenants.

In the event that IPL’s credit rating falls beloBB- at S&P or Baa3 at Moody’s, the facility ageashhe ability to

(i) replace IPL as the collection agent; and (@¢ldre a “lock-box” event. Under a lock-box evenadermination
event, the facility agent has the ability to requatl proceeds of purchased receivables of IPletditected to
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lock-box accounts within 45 days of notifying IPA termination event would also (i) give the fagilagent the
option to take control of the lock-box account, diidgive the Purchasers the option to discontitheepurchase of
additional interests in receivables and causeratigeds of the purchased interests to be usedtceghe
Purchaser’s investment and to pay other amountsl ¢avthe Purchasers and the facility agent. Thisldvbave the
effect of reducing the operating capital availabléPL by the aggregate amount of such purchagedeists in
receivables (currently $50 million).

7. INDEBTEDNESS
Financing Order

In January 2009, the IURC issued an order appraWgihds financing petition filed in August 2008. Tloeder
grants IPL the authority to enter into capital Eabligations not to exceed an aggregate prinapalunt of $10.0
million outstanding at any one time and to refirgri€appropriate, four variable rate debt isswaling $171.9
million, at any time throughout the period endingd@mber 31, 2010. The variable rate debt inclubezktseries,
totaling $131.9 million, whose interest rates wsgein a weekly auction rate process, which IPInegfced in June
2009 (see below), and one series that is curreetlat 0%, however IPL continues to be liable swap
counterparty for 5.21% interest. See Not&Short-term and Long-term Investmehter further discussion. Given
the volatility in the capital markets, IPL will cinue to evaluate its alternatives with regardefinancing the
remaining variable rate debt.

IPL First Mortgage Bonds

In June 2009, the Indiana Finance Authority issoiethehalf of IPL an aggregate principal amounti8%9

million of 4.90% Environmental Facilities RefundiRgvenue Bonds (Indianapolis Power & Light Company
Project) due January 2016. These bonds were issubrke series: $41.9 million Series 2009A Bor&Bf) million
Series 2009B Bonds, and $60 million 2009C Bondk.i$Bued $131.9 million aggregate principal amaafritrst
mortgage bonds to the IFA to secure the loan ofgeds from these series of bonds issued by theRF#ceeds of
these bonds were used to retire $131.9 milliorxadtimg IPL first mortgage bonds issued in the farhauction rate
securities.

Variable-Rate Unsecured Debt

As described in our 2008 Form 10-K, IPL is liabbe interest and principal on the 1995B Bonds. Qept&mber 30,
2009 and December 31, 2008 balance sheets reflectdigation on the 1995B Bonds in long-term debt.
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8. PENSION AND OTHER POSTRETIREMENT BENEFITS

The following tables present information relatingtie Employees’ Retirement Plan of Indianapolis@uo& Light
Company and the Supplemental Retirement Plan dgémagbolis Power & Light Company, which are combiaad
shown as Pension Benefits. The following tables pfesent information relating to Other PostreteatrBenefits:

Other
Pension Postretirement
Benefits Benefits

(In Thousands)
Net funded status of plans:

Net funded status at December 31, 2008, before tagjustments $ (222,233) $ (13,083)
Net benefit cost components reflected in net furetatlis during first quarter:

Service cost (1,580) (350)

Interest cost (8,018) (1712)

Expected return on assets 6,037 -
Employer contributions during quarter 5,000 86
March 2009 postretirement actuarial adjustrent - 7,802

Net funded status at March 31, 2009, before tax adgtments (220,794) (5,716)
Net benefit cost components reflected in net furgtatlis during second quarter:

Service cost (1,579) (110)

Interest cost (8,017) (100)

Expected return on assets 6,036 -
Employer contributions during quarter 4,500 110

Net funded status at June 30, 2009, before tax adjtments (219,854) (5,816)
Net benefit cost components reflected in net furstatlis during third quarter:

Service cost (1,580) (112)

Interest cost (8,017) (100)

Expected return on assets 6,037 -
Employer contributions during quarter 6,000 62

Net funded status at September 30, 2009, before tagjustments $ (217,414) $ (5,965)

Regulatory assets related to pensioff§®:

Regulatory assets at December 31, 2008, before &djustments $ 280,277  $ 390
March 2009 postretirement actuarial adjustrfent - (7,802)
Amount reclassified through net benefit cost:

Amortization of prior service credit/(cost) (881) 39
Amortization of net actuarial gain/(loss) (4,070) 5

Regulatory assets at March 31, 2009, before tax adjitments 275,326 (7,368)
Amount reclassified through net benefits cost:

Amortization of prior service credit/(cost) (881) 100
Amortization of net actuarial gain/(loss) (4,071) 32

Regulatory assets at June 30, 2009, before tax adfments 270,374 (7,236)
Amount reclassified through net benefits cost:

Amortization of prior service credit/(cost) (880) 101
Amortization of net actuarial gain/(loss) (4,070) 32
Regulatory assets at September 30, 2009, before t&djustments $ 265,424 $ (7,103)

@  seeOther Postretirement Employee Benefits and Expeisgow.

@ Amounts that would otherwise be charged/creditefidzumulated Other Comprehensive Income or Loss @pplication of ASC 715,
“Compensation — Retirement Benefits” are recorded eegulatory asset or liability because IPL hattically recovered and currently
recovers pension and other postretirement bengféreses in rates. These are unrecognized amouritslye recognized as components of
net periodic benefit costs.

©®  The regulatory liability related to Other Postretirent Benefits is netted against the regulatorgtasslated to Pension Benefits on the
accompanying Unaudited Condensed Consolidated Bal@heets.
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Pension Expense

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

For the Three Months For the Nine Months
Ended September 30, Ended September 30,
2009 2008 2009 2008

(In Thousands)
Components of net periodic benefit cost:

Service cost $ 1580 $ 1312 % 4,739 $ 936,
Interest cost 8,017 7,573 24,052 22,719
Expected return on plan assets (6,037) (7,857 (18,110) (23,589)
Amortization of prior sence cos 88 717 2,64 2,151
Amortization of actuarial 083 4,070 457 12,211 1,571
Net periodic benefit cost $ 8510 $ 2,202 $ 25534 $ 6,788

@ Includes $116,000 and $546,000 settlement loss@suét of a lump sum distribution paid out of Bgpplemental Pension Plan for the
three months and nine months ended September 88, 2&pectively, in accordance with ASC 715 “Congagion — Retirement
Benefits”.

Other Postretirement Employee Benefits and Expense

In March 2009, IPL amended the Other Postretirerhengfit plan by reducing the benefits offeredadain
participants. As a result, IPL performed a remeam@nt of its liability and net periodic benefit tofor 2009. The
net effect of the amendment and remeasurement $@s8anillion reduction in the other postretirembiability
and a $1.5 million reduction in the 2009 other petsement expense ($1.9 million on an annualizesld) as
compared to before the remeasurement.

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

For the Three Months For the Nine Months
Ended September 30, Ended September 30,
2009 2008 2009 2008

(In Thousands)
Components of net periodic benefit cost:

Service cost $ 111 $ 279 % 57% 836
Interest cost 100 161 371 484
Amortization of prior service cret (101 (14 (240) 42
Amortization of actuarial gain (32) (4) (69) (13)
Net periodic benefit cost $ 78 % 422 $ 633 $ 1,265
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9. COMMITMENTS AND CONTINGENCIES
Legal

As of September 30, 2009 and December 31, 2008wiA a defendant in approximately 104 and 114 ectsfely,
pending lawsuits alleging personal injury or wrarigfeath stemming from exposure to asbestos arebstosh
containing products formerly located in IPL powéars. IPL has been named as a “premises defenda#hing
that IPL did not mine, manufacture, distributerstall asbestos or asbestos containing producesersuits have
been brought on behalf of persons who worked fotrestors or subcontractors hired by IPL. IPL hesirance
which may cover some portions of these claims;esly, these cases are being defended by couriagiad by
various insurers who wrote policies applicablehim period of time during which much of the exposhae been
alleged.

It is possible that a material additional loss withard to the asbestos lawsuits could be incuiethis time, an
estimate of additional loss cannot be made. IPLsk#ted a number of asbestos related lawsuitarfarunts which,
individually and in the aggregate, were not mateadPL or IPALCO’s results of operations, finaattondition or
cash flows. Historically, settlements paid on IPh&half have been comprised of proceeds from omecoe
insurers along with comparatively smaller contribng by IPL. We are unable to estimate the numbehe effect
of, or losses or range of loss which are reasonatgible from the pending lawsuits or any add#@lasbestos
suits. Furthermore, we are unable to estimate dingop of a settlement amount, if any, that mayh#l from any
insurance coverage for any known or unknown claiwesordingly, there is no assurance that the pendimany
additional suits will not have a material adverfea on IPALCQO’s results of operations, finanataindition or
cash flows.

In November 2007, the International Brotherhooglefctrical Workers, Local Union No. 1395, and sexe
individual retirees filed a complaint at the IUR€eking enforcement of their interpretation of t®94 final order
and associated settlement agreement resolving BYSE rate case. The Complainants requestedhindt/RC
conduct an investigation of IPL’s failure to furitetVoluntary Employee Beneficiary Association Tradta level
of approximately $19 million per year. The VEBA Btwas spun off to an independent trustee in 206&.
complaint sought an IURC order requiring IPL to malontributions to place the VEBA Trust in the fingl
position in which allegedly it would have been hBH not ceased making annual contributions to tEB¥ Trust
after its spin off. The complaint also sought afR@order requiring IPL to resume making annual Gbations to
the VEBA Trust. IPL filed a motion to dismiss anath parties sought summary judgment in the IURQeeding.
In May 2009, the IURC granted summary judgmentiwof of IPL, however, in June 2009 the Complainéited
an appeal of the [IURC’s May 2009 order with theidmd Court of Appeals. Briefing on the appeal isvmomplete.
The Complainants have requested oral argumenthbu€ourt of Appeals has not made a decision onettpeest.
IPL anticipates a decision on the appeal sometm#9i0. IPL believes it has meritorious defensdbédo
Complainants’ claims and it will assert them vigasly in all proceedings; however, there can bessui@nces that
it will be successful in its efforts.

In addition, IPALCO and IPL are involved in litigah arising in the normal course of business. Witikeresults of
such litigation cannot be predicted with certaimhgnagement believes that the final outcome willhawve a
material adverse effect on IPALCO’s results of @piens, financial condition or cash flows.

Environmental

We are subject to various federal, state and lexaironmental protection and health and safety lamd
regulations governing, among other things, the gaima, storage, handling, use, disposal and tiateton of
hazardous materials; the emission and dischargazardous and other materials into the environnzamt;the
health and safety of our employees. These lawseqdations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, jerewvocation
and/or facility shutdowns. We cannot assure thahaxee been or will be at all times in full compl@with such
laws, regulations and permits.
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In September 2008, IPL received a Clean Air Acttidacl14 information request from the Environmental
Protection Agency regarding production levels arajgzts implemented at IPL’s generating statiorfesE types
of information requests have been used in thetpasdsist the EPA in determining whether a plaim ompliance
with applicable standards under the CAA. The infation request generally covered the time periothfdanuary
1, 2001, to the date of the information requedt.riéteived a previous CAA Section 114 request iné\ober
2000, seeking information about production leveld projects at IPL’s generating stations datingdaclanuary 1,
1975. IPL provided information to the EPA in resperto the requests.

In October 2009, IPL received a Notice of Violatiamd Finding of Violation from the EPA pursuaniG8A
Section 113(a). The Notice alleges violations ef @AA at IPL'’s three coal-fired electric generatfagilities
dating back to 1986. The alleged violations pritggsertain to the Prevention of Significant Deteation and New
Source Review Requirements under the CAA. Therlatteompanying the Notice offered IPL an opporiutot
meet with the EPA representatives to discuss thedldPL will meet with the EPA to discuss the Metin the
near future. IPL believes it has meritorious deésr® the allegations described in the Notice aitiddefend itself
in any dispute vigorously; however, there can basgurances that it will be successful in its ¢ffoAt this time, it
is not possible to predict what impact, if any, Natice may have on IPL if IPL’s defense is notcassful.
However, it is possible that IPL may face finederrequired to make capital expenditures in conmeaetith the
alleged violations, which could be material to cesults of operations, financial condition or céekwvs.

10. SEGMENT INFORMATION

Operating segments are components of an entefprisehich separate financial information is avaié@abnd is
evaluated regularly by the chief operating decisiaker in assessing performance and deciding haldcate
resources. Substantially all of our business ctssisthe generation, transmission, distributiod aale of electric
energy conducted through IPL which is a verticaltggrated electric utility. IPALCO’s reportable $iness
segments are utility and nonutility. Utility nettiome for the three months ended September 30, 2002008 was
$32.7 million and $41.2 million, respectively arat the nine months ended September 30, 2009 arii\28¢
$88.9 million and $92.0 million, respectively.

The nonutility category primarily includes the $378lion of 8.625% (original coupon 7.625%) Sen®ecured
Notes due November 14, 2011 and $400 million o5%2enior Secured Notes due April 1, 2016; appratety
$13.0 million and $5.2 million of nonutility casimé cash equivalents, as of September 30, 2009 andrbber 31,
2008, respectively; short-term and long-term ndityinvestments (including a 4.4% ownership intna
EnerTech) of $7.7 million and $9.0 million at Septer 30, 2009 and December 31, 2008, respectigaly;
income taxes and interest related to those iteroaublity assets represented less than 1% of IPAlsGQal assets
as of September 30, 2009 and December 31, 2008e TWas no nonutility operating income during thequs
covered by this report. However, the nonutility gilng segment had a net loss of $9.6 million ab@. $ million
for the three months ended September 30, 2009 @08, Pespectively and $30.1 million and $38.3 wiilfor the
nine months ended September 30, 2009 and 200&atésgy. There were no nonutility capital expendis during
the three months and nine months ended Septemb2089 and 2008. The accounting policies of thatified
segments are consistent with those policies ancepiiores described in the summary of significanbaetng
policies. Intersegment sales, if any, are genelalsed on prices that reflect the current markedlitions.
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ITEM 1B. DEFINED TERMS

DEFINED TERMS

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

1995B Bonds $40 Million City of Petersburg, IndiaRallution Control Refunding
Revenue Bonds Adjustable Rate Tender SecuritigesSE®95B
(Indianapolis Power & Light Company Project)

2008 Form 10-K IPALCO’s Annual Report on Form 10 the year ended December 31,
2008

ACES H.R. 2454, “The American Clear Energy and 8igcict of 2009”

AES The AES Corporation

ASC FASB Accounting Standards Codification

ASM Ancillary Services Market

CAA Clean Air Act

CAMR Clean Air Mercury Rule

CEJAP S. 1733, “The Clean Energy Jobs and Amefcarer Act”

CCT Clean Coal Technology

Complainants International Brotherhood of Electridéorkers, Local Union No. 1395, and
sixteen individual retirees

CO, Carbon Dioxide

EnerTech EnerTech Capital Partners 1l L.P.

EPA U.S. Environmental Protection Agency

Exchange Act Securities Exchange Act of 1934, asrated

FAC Fuel Adjustment Charges

FASB Financial Accounting Standards Board

FERC Federal Energy Regulatory Commission

FSP FASB Staff Position

GAAP Accounting principles generally accepted ia tnited States of America

GHG Greenhouse Gases

HAP Hazardous Air Pollutants

IDEM Indiana Department of Environmental Management

IFA Indiana Finance Authority

IPALCO IPALCO Enterprises, Inc.

IPL Indianapolis Power & Light Company

IPL Funding IPL Funding Corporation

IURC Indiana Utility Regulatory Commission

kWh Kilowatt hours

MW Megawatt

Midwest ISO Midwest Independent Transmission SyS@gerator, Inc.

Mid-America Mid-America Capital Resources, Inc.

Moody's Moody'’s Investors Service

Notice Notice of Violation and Finding of Violation

NOy Nitrogen Oxides

Pension Plans Employees’ Retirement Plan of InglialsPower & Light Company and
Supplemental Retirement Plan of Indianapolis Pasveight Company

Purchasers Royal Bank of Scotland plc and Windrutding Corporation

RSG Revenue Sufficiency Guarantee

SEC Securities and Exchange Commission

SFAS Statement of Financial Accounting Standards

SO, Sulfur Dioxide

S&P Standard & Poor’s

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

The following discussion and analysis should bel i@aconjunction with our Unaudited Condensed Cédated
Financial Statements and the notes thereto includdtém 1. Financial Statementsihcluded in Part | — Financial
Information of this Form 10-Q. The following disirsn contains forward-looking statements. Our daesults
may differ materially from the results suggestedhmse forward-looking statements. Please'Gaationary Note
Regarding Forward — Looking Statementg’the beginning of this Form 10-Q. For a listeftain abbreviations or
acronyms used in this discussion, ésm 1B. Defined Termsincluded in Part | — Financial Information of this
Form 10-Q.

DESCRIPTION OF THE COMPANY

IPALCO Enterprises Inc. is a holding company inargted under the laws of the state of Indiana. @uncipal
subsidiary is Indianapolis Power & Light Companyegulated utility operating in the state of Indian
Substantially all of our business consists of theegation, transmission, distribution and saleledteic energy
conducted through IPL. Our other direct subsididig-America Capital Resources Inc. is the holduognpany for
our unregulated activities. Mid-America’s only sifjrant investment is a small minority ownershipeirest in
EnerTech Capital Partners Il L.P., a venture chfitad, with a recorded value of $5.3 million an@l& million as
of September 30, 2009 and December 31, 2008, rixgglgc Our business segments are utility and niditwt

We are primarily engaged in generating, transngjttdistributing and selling electric energy to apgmately
470,000 retail customers in the city of Indianapalind neighboring areas within the state of Indislia have an
exclusive right to provide electric service to thasistomers. We own and operate four generatitigrssa all

within the state of Indiana. More than 99% of atat electricity produced was generated from cihatural gas
and fuel oil combined to provide the remaining k@émeration (primarily for peaking capacity). Out akectric
generation capability for winter and summer is 2,48/ and 3,353 MW, respectively. Our corporate iigss to
serve our customers’ needs for electric power igsihat provide exceptional value to our customsnayeholders,
people and communities.

IMPACTS OF WEAK ECONOMIC CONDITIONS

The United States and global economies have exmexiksignificant turmoil, including an economicession, a
crisis in the credit markets, and significant |essethe equity markets. The timing and extenhefrtecovery is
unknown, and much uncertainty still exists in thatels States and global economies and the crediequity
markets. The following discussion is an updatenth should be read in conjunction with the discusacluded in
“Impacts of Weak Economic Conditidirscluded in ‘item 7. Management’s Discussion and Analysis ol
Condition and Results of Operatidriscluded in our Annual Report on Form 10-K foetiiear ended December
31, 2008.

While currently not material to our liquidity or itity to service our debts, we nonetheless havelzdfected by the
weak economic conditions. As part of the overaldkened economy, there has been a significant deciea
average wholesale electric prices in our regioe, plimarily to the decline in demand for power #émg decline in
market prices of fuel (primarily natural gas andlyoOver the past five years, wholesale revenepssented 6%
of our total electric revenue. Because most oframunfuel costs are fixed in the short term, a dedlinwholesale
prices can have a significant impact on earningsirg the nine months ended September 30, 2008rapared to
the same period in 2008 we experienced a $32.Bmilinfavorable price variance on our wholesalessal

Additionally, the economic recession and milder tieaconditions have contributed significantly he 6%
decrease in retail energy sales volume during it months ended September 30, 2009 as compatkd same
period in 2008. This decrease resulted in a $3@liomunfavorable retail volume variance in thengparable
periods. IPL is generally able to sell excess gnarghe wholesale markets; however wholesale prave
significantly lower on average. We believe demasrdehergy will increase over time, however we dbengect a
quick reset back to 2008 levels.
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As described in our 2008 Form 10-K, IPL is liabbe interest and principal on the City of Petershimgiana,
Pollution Control Refunding Revenue Bonds AdjustaRhte Tender Securities Series 1995B (Indianapaoliger
& Light Company Project). Interest on the 1995B Bewraried weekly and was set through a remarkgtiogess.
IPL maintains a $40.6 million long-term liquiditadility supporting the 1995B Bonds. The liquidigcility expires
in May 2011. IPL also entered into an interest satap agreement to hedge our interest rate exposuitee 19958
Bonds. The interest rate is synthetically fixed &1% per annum through this interest rate swapeagent.

During several months in the second half of 2088nach as $39.6 million of the 1995B Bonds were not
successfully remarketed and were therefore tenderté trustee. In accordance with the terms bfslRommitted
liquidity facility, the trustee drew $39.7 millicagainst this facility to fund the tender and redaéecrued interest.
As specified in the swap agreement, while the 19BbBds were not being remarketed, the swap couantgrp
exercised its right to pay interest to IPL at theraative floating rate, which applied to the 1B9Bonds that were
not remarketed instead of the cost of funds ratea Aesult of the tender, the trustee held theGb88llion of the
1995B Bonds on IPL’s behalf on December 31, 2008iry the first half of 2009, all of these 1995Bri8is were
successfully remarketed and the trustee no longlerthose bonds on IPL’s behalf.

Beginning on May 6, 2009, as a result of the barsdiier’s credit downgrades, the swap counterpadina
exercised its right to pay interest to IPL at theraative floating rate. As a result, IPL’s effiwetinterest rate for
the 1995B Bonds as of August 31, 2009, includirggititerest rate swap agreement, increased fron¥/Gt81
approximately 12% per annum.

In September 2009, in accordance with the terntkeo1995B Bonds, IPL converted the 1995B Bonds fraxn
exempt weekly interest rate mode to commercial papmle and directed the remarketing agent to ngdon
remarket the 1995B Bonds. In connection with tleiswersion all of the outstanding 1995B Bonds weraléred
back to the trustee. In accordance with the teriBIds committed liquidity facility, the trusteeréw $40 million
against this facility to fund the tender and thestee is again holding the 1995B Bonds on IPL'safeBince the
1995B Bonds are no longer being remarketed, petetimes of the 1995B Bonds the commercial paperisatet to
0%. IPL is liable for the interest and principal e liquidity facility. IPL also continues to biable to the swap
counterparty for 5.21% interest rate and the sveamierparty continues to exercise its right to jpégrest to IPL at
the alternative floating rate. As of November 1020our effective interest rate on the 1995B Boimtduding the
liquidity facility and interest rate swap agreememass approximately 6% per annum. All of the 1995@8s
remain outstanding and IPL remains liable for paynud interest and principal thereon, even thougih ¢urrently
is the holder of the 1995B Bonds.
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RESULTS OF OPERATIONS

The electric utility business is affected by seasaveather patterns throughout the year and, tbexethe operating
revenues and associated expenses are not genevatdg by month during the year.

Comparison of three months ended September 30, 2088d three months ended September 30, 2008
Utility Operating Revenues

Utility operating revenues during the three morghded September 30, 2009 decreased by $22.1 nilimpared
to the same period in 2008, which resulted fromfefiewing changes (dollars in thousands):

Three Months Ended

September 30, Percentage
2009 2008 Change Change

Utility Operating Revenues:

Retail Revenues $ 246,439 3 273,385 $  (26,946) (10)%

Wholesale Revenues 14,501 19,2 4,256 42%

Miscellaneous Revenues 4,962 4,343 619 14%
Total Utility Operating Revenues $ 265,902 $ 287,973  $  (22,071) (8)%
Heating Degree Days:

Actual 34 9 25 278%

30-year Average 81 81
Cooling Degree Days:

Actual 589 768 (179) (23)%

30-year Average 725 725

The 8% decrease in utility operating revenues wasapily due to a 10% decrease in retail revenlibss decrease
was primarily due to a 9% decrease in the quanfityVh sold ($20.4 million) and a 1% decrease mreighted
average price per kWh sold ($6.5 million). The @ese in the quantity of retail kWhs sold was primatue to
decline in economic conditions ($15.6 million) andder weather conditions ($4.8 million) in 2009gpared to
2008. The decrease in the weighted average prik&/bs sold was primarily due to a $9.2 million desse in fuel
revenues, which is offset by increased fuel andlpaged power expenses attributable to servingunisdjctional
retail customers as described belowliility Operating Expenses.This decrease is partially offset by a $5.3
million increase in the base rate charged to dailreustomers primarily due to increased pricemaisited with our
declining block rate structure. There was also .@ &3llion decrease in revenues related to our iC{eeal
Technology projects.

The decrease in retail revenues is partially otiged 42% increase in wholesale revenues. Theaserm
wholesale revenues is primarily due to a 198% amean the quantity of kWh sold ($20.3 million) rtpelly offset
by a 53% decrease in the weighted average prick\Whrsold ($16.1 million). The quantity and pricewholesale
kWh sales are impacted by the ability of our geti@nato be dispatched by the Midwest Independeah3¥mission
System Operator, Inc. at wholesale prices thagbowe our variable costs and the amount of elétytriee have
available to sell in the wholesale market. Ourigbib be dispatched in the Midwest ISO marketrisnarily
impacted by the locational market price of eledlyiand variable generation costs. The amountexdtatity
available for wholesale sales is impacted by otailrlvad requirements, our generation capacity amitl
availability. We believe wholesale prices are daignificantly compared to 2008 as a result of loaeergy
demand in the United States due primarily to thmnemic recession and milder weather.
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Utility Operating Expenses

The following table illustrates our primary openatiexpense changes from the three months endedrtegt 30,
2008 to the three months ended September 30, 2008ljons):

Operating expenses for the three months ended Septber 30, 2008 $ 233.4

Decrease in purchased power (6.0)
Decrease in income taxes — net (5.8)
Decrease in other operating expenses (4.8)
Decrease in taxes other than income taxes 2.7) (
Increase in pension expense 6.3
Other miscellaneous variances (0.9)

Operating expenses for the three months ended Septber 30, 2009 $ 219.5

The decrease in power purchased was primarily @aeb% decrease in the volume of power purchasedgithe
period ($11.1 million), partially offset by an imase in the market price of purchased power ($2l®m) and a
$2.8 million increase in capacity purchases. THame of power we purchase each period is primanilyenced
by our retail demand, our generating unit capaaityt outage and because at times it is less exgefmsius to buy
power in the market than to produce it ourselvé® market price of purchased power is influencéahamily by
changes in the market price of delivered fuel (jrity natural gas), the price of environmental esioias
allowances, the supply of and demand for elecyrieibd the time of day in which power is purchased.

The $4.8 million decrease in other operating expenegas primarily due to decreased wages and be@1it6
million), operating expenses related to our CCTjquts ($1.6 million), contractor and consultingwsees ($0.9
million), and various other individually immateriééms. The $2.7 million decrease in taxes othen fhcome taxes
was primarily due to a change in estimate thateedproperty tax expense by $3.1 million as a tedwVarion
County finalizing property tax rates for 2008 ahd estimated impact on 2009 rates.

Net periodic benefit cost (pension expense) inaéd&om $2.2 million during the three months en8egtember
30, 2008 to $8.5 million during the three monthdexhSeptember 30, 2009. This increase was prinduigyto an
increase of $3.7 million in amortization of actaditoss and a $1.8 million decrease in the expemstdn on plan
assets. Both of these unfavorable variances ameapity the result of the significant decline in ke value of our
pension assets in 2008. This decline coupled withaease in the discount rate used to value pefiafalities
resulted in a $185.9 million net actuarial los2@©8, which is being amortized into expense oveyeds in
accordance with accounting principles generallyepted in the United States of America. Pension es@és
included in Other operating expenses on the accoyiipg Unaudited Condensed Consolidated Stateménts o
Income.

The $5.8 million decrease in income tax expensepsiasarily due to a decrease in pretax net opegatinome for
the reasons previously described.

Other Income and Deductions

Other income and deductions increased $0.8 mifbotthe three months ended September 30, 2009ragared to
the same period in 2008, due to a $0.3 millionease in income tax benefits and also a $0.2 miiliorease in
IPALCOQO's share of earnings from equity method iriirents.

Interest and Other Charges

Interest and other charges increased $0.7 milbothfe three months ended September 30, 2009 gsacechto the
same period in 2008. The increase is primarily tduge $0.5 million increase in interest on long-teteit primarily

due to increased interest related to the 1995B BadBde'Impact of Weak Economic Condition$3r further
discussion on the 1995B Bonds.
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Comparison of nine months ended September 30, 2088d nine months ended September 30, 2008
Utility Operating Revenues

Utility operating revenues during the nine monthdedl September 30, 2009 increased by $12.6 mitonpared
to the same period in 2008, which resulted fromftflewing changes (dollars in thousands):

Nine Months Ended

September 30, Percentage
2009 2008 Change Change

Utility Operating Revenues:

Retail Revenues $ 767,481 $ 746,306 $ 21,175 3%

Wholesale Revenues 35,265 48,8 (8,583) (20)%

Miscellaneous Revenues 14,223 14,180 43 0%
Total Utility Operating Revenues $ 816,969 $ 804,334 $ 12,635 2%
Heating Degree Days:

Actual 3,221 3,418 (297) (6)%

30-year Average 3,505 03,5
Cooling Degree Days:

Actual 968 1,058 (90) (9)%

30-year Average 1,027 27,0

The 2% increase in utility operating revenues wasarily due to a 3% increase in retail revenudssincrease
was primarily due to a $32.0 million reduction agirevenues recorded in the first nine month0682o
recognize credits offered by IPL to its retail amers. The credits, which were approved by theaimaliUtility
Regulatory Commission, were offered by IPL to allaycerns raised by the IURC as to IPL’s levelarhings.

Excluding the effect of the $32.0 million of crexlih 2008, retail revenues decreased by 1% ($10i8my This
decrease was primarily due to a 6% decrease iguaetity of kwWh sold ($36.7 million), partially cfét by a 5%
increase in the weighted average price per kWh &#8.9 million). The decrease in the quantityethil kWhs
sold was primarily due to decline in economic ctinds ($25.3 million) and milder weather conditiq$d1.4
million) in 2009 compared to 2008. The increasthnweighted average price of kWhs sold was primdrie to a
() $16.8 million increase in fuel revenues, whistoffset by increased fuel and purchased poweersgs
attributable to serving our jurisdictional retailstomers as described below'istility Operating Expenses,Tii) a
$12.6 million increase in the base rate chargeslitaetail customers primarily due to higher demehdrges ($2.8
million) and (iii) increased prices associated vatir declining block rate structure. These increagere partially
offset by a $4.4 million decrease in revenues eeléd our CCT projects.

The 20% decrease in wholesale revenues is prinduidyto a 48% decrease in the weighted average peickWh
sold ($32.2 million), partially offset by a 54.0%cirease in the quantity of kWhs sold ($23.7 milliorhe primary
drivers for changes in the price and quantity oblebale power sales are describetfdJamparison of three months
ended September 30, 2009 and three months endesihribep 30, 2008.”
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Utility Operating Expenses

The following table illustrates our primary openatiexpense changes from the nine months endedriegt&0,
2008 to the nine months ended September 30, 2808ilions):

Operating expenses for the nine months ended Septbar 30, 2008 $ 670.3

Increase in fuel costs 21.7
Increase in pension expense 18.7
Decrease in power purchased (9.7)
Decrease in other operating expenses (8.4)
Decrease in taxes other than income taxes 4.7)
Decrease in income taxes — net (3.1)
Other miscellaneous variances 1.3

Operating expenses for the nine months ended Septber 30, 2009 $ 686.1

The $21.7 million increase in fuel costs is priyadue to a $29.2 million increase in deferred fests as the
result of variances between estimated fuel andhased power costs in our Fuel Adjustment Chargdsatual
fuel and purchased power costs as describ&damparison of three months ended September 3(® aad three
months ended September 30, 200/he increase in deferred fuel costs is partiaffgat by a 4% decrease in the
tons of coal consumed ($7.2 million) due to decedageneration.

Net periodic benefit cost (pension expense) in@@dm $6.8 million during the nine months endegt®mber
30, 2008 to $25.5 million during the nine monthdeh September 30, 2009. This increase was primduigyto an
increase of $11.2 million in amortization of aciahloss and a $5.5 million decrease in the exgetéurn on plan
assets. Both of these unfavorable variances ameapiy the result of the significant decline in rkat value of our
pension assets in 2008 as describeCaomparison of three months ended September 309 28d three months
ended September 30, 2008.”

The decrease in power purchased was primarily @ae2{7% decrease in the market price of purchasegmp
($19.8 million) partially offset by an 18% incredsethe volume of power purchased during the pet®49

million) and a $2.2 million increase in capacityghases. For a discussion of the primary drivemmarfket price
and volume seComparison of three months ended September 309 20@ three months ended September 30,
2008.”

The $8.4 million decrease in other operating expenegas primarily due to decreased wages and be(®at6
million), contractor and consulting services ($&flion), operating expenses related to our CCTjguts ($2.2
million), and various other individually immaterigééms. The $4.7 million decrease in taxes othen fhcome taxes
was primarily due to a change in estimate thateedproperty tax expense by $5.4 million as a teduVarion
County finalizing property tax rates for 2008 ahd estimated impact on 2009 rates. The $3.1 mitliecrease in
income tax expense was primarily due to a decr@gseetax net operating income for the reasonsipusly
described.

Other Income and Deductions

Other income and deductions decreased from incdri240 million for the nine months ended Septengger
2008 to income of $19.0 million as compared toshme period in 2009, primarily due to a $6.8 milldecrease in
the income tax benefit, and an impairment recoatedur investment in EnerTech of $1.8 million, gly offset
by decreases in charitable donations ($1.0 millioojtracted services ($0.9 million) and a $0.7iomlincrease in
the allowance for equity funds used during consimac The decrease in the income tax benefit wamarily due to
a $13.3 million decrease in interest expense og-term debt. The increase in allowance for equityds used
during construction was primarily due to the higheerage balance of construction work in progressd the first
nine months of 2009 as compared to the same perip008.
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Interest and Other Charges

Interest and other charges decreased $13.2 mitliotne nine months ended September 30, 2009 aparauh to
the same period in 2008. The decrease is primaduiéyto a $13.9 million early tender premium relgtethe
refinancing in April 2008 of IPALCO'’s $375 millioaf 8.375% (original coupon 7.375%) Senior Securetkll
due November 14, 2008 with the proceeds from thesisce of $400 million of 7.25% Senior Secured bldige
April 1, 2016. The decrease is partially offsetibhgreased interest related to the 1995B Bonds:‘I8g®acts of
Weak Economic Conditiongbr further discussion on the 1995B Bonds.

LIQUIDITY AND CAPITAL RESOURCES

As of September 30, 2009, we had unrestricted aadttash equivalents of $71.3 million. As of Sefiten80,
2009, we also had available borrowing capacityldf&7 million under our $150.0 million committededit facility
after outstanding borrowings, existing letters i&dit and liquidity support for the 1995B Bondsl i IPL’s long-
term borrowings must first be approved by the IU&(d the aggregate amount of IPL’s short-term inekdiss
must be approved by the Federal Energy Regulatorgra@ission. We have approval from the FERC to borupw
to $500 million of short-term indebtedness outstagt any time through July 27, 2010. However alg® have
restrictions on the amount of new debt that maisbeed due to contractual obligations of The AE®Gmmation
and by financial covenant restrictions under oustaxg debt obligations. We do not believe suchrietgons will
currently be a limiting factor in our ability tosse debt in the ordinary course of prudent busiopssations.

We believe that existing cash balances, cash gexkflmm operating activities and borrowing capaoit our
committed credit facility will be adequate for tfiweseeable future to meet anticipated operatipgeses, interest
expense on outstanding indebtedness, recurringatappenditures and to pay dividends to AES. Semifor
principal payments on outstanding indebtednessiandecurring capital expenditures are expectecttottained
from: (i) existing cash balances; (ii) cash gerestdtom operating activities; (iii) borrowing cajtgan our
committed credit facility; and (iv) additional defimancing. As described previously, the currenalweconomic
conditions may limit our access to financing in tagital markets, however we do not have any iretbigss
maturing until 2011 or any major construction aityiyplanned before 2010. Therefore, we do not grdie a need
to access the debt capital markets until at lémsfdurth quarter of 2010, although we may deaidéa so earlier if
terms are economically favorable.

Capital Requirements
Capital Expenditures

Our construction program is composed of capitakaxritures necessary for prudent utility operatiand
compliance with environmental laws and regulati@isng with discretionary investments designedrtprove
overall performance. Our capital expenditures &at&i83.6 million and $73.0 million for the nine ndasmiended
September 30, 2009 and 2008, respectively. Corigtruexpenditures during the first nine months 082 and
2008 were financed with internally generated caslviged by operations and borrowings on our crizdillities.

Our capital expenditure program for the three ymarod 2009-2011 is currently estimated to costaxmately
$454 million. It includes approximately $185 miltidor additions, improvements and extensions tostrassion
and distribution lines, substations, power factat goltage regulating equipment, distribution tfansers and
street lighting facilities. The capital expenditgm®gram also includes approximately $138 millionpower plant
related projects; $98 million for construction projs designed to reduce S&hd mercury emissions; and $33
million for other miscellaneous equipment and fturé. There are no planned capital expenditur@9@9-2011 for
new generation. The majority of the expenditurestmstruction projects designed to reduce &@ mercury
emissions are recoverable through jurisdictiontdifreate revenue as part of our CCT projects, ettttp regulatory
approval. Capital expenditures are financed withhmbination of internally generated funds and stemrn and
long-term borrowings.
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Common Stock Dividends

All of IPALCO'’s outstanding common stock is held AfgS. During the first nine months of 2009 and 20@8paid
$65.9 million and $54.2 million, respectively, iividlends to AES. Future distributions will be detémed at the
discretion of our board of directors and will deggmimarily on dividends received from IPL. Dividisfrom IPL
are affected by IPL’s actual results of operatidimgncial condition, cash flows, capital requirerts regulatory
considerations, and such other factors as IPL'sdbofdirectors deems relevant.

Pension Funding

We contributed $15.5 million and $50.7 million teetEmployees’ Retirement Plan of Indianapolis Pafvkight
Company and Supplemental Retirement Plan of Ingiali@Power & Light Company during the first nin@nths
of 2009 and 2008, respectively. Funding for thelifjgd Employees’ Retirement Plan of Indianapolmaer &
Light Company is based upon actuarially determicauatributions that take into account the amounudgble for
income tax purposes and the minimum contributiquired under Employee Retirement Income Securitlyohc
1974, as amended by the Pension Protection Add@8,2as well as targeted funding levels necessamnyeiet
certain thresholds. Management does not currerfige any of the pension assets to revert bacRltalliring
2009.

Capital Resources
Indebtedness
IPL First Mortgage Bonds

In June 2009, the Indiana Finance Authority issoiethehalf of IPL an aggregate principal amounti8%9

million of 4.90% Environmental Facilities RefundiRgvenue Bonds (Indianapolis Power & Light Company
Project) due January 2016. These bonds were issubrke series: $41.9 million Series 2009A Bor&Bf) million
Series 2009B Bonds, and $60 million 2009C Bondk.i$Bued $131.9 million aggregate principal amaafritrst
mortgage bonds to the IFA to secure the loan ofgeds from these series of bonds issued by theRF#ceeds of
these bonds were used to retire $131.9 millionxadtimg IPL first mortgage bonds issued in the farhauction rate
securities.

See'Impacts of Weak Economic Condition&r information regarding the 1995B Bonds.
Credit Ratings

Our ability to borrow money or to refinance exigtimdebtedness and the interest rates at whichawéarrow
money or refinance existing indebtedness are &ffiloy our credit ratings. In addition, the applieabterest rates
on $375 million of 8.625% (original coupon 7.62538@nior Secured Notes due November 14, 2011 and IPL’
credit facilities (as well as the amount of certaiher fees on the credit facilities) are dependgion the credit
ratings of IPALCO and IPL, respectively. In the evEPALCO'’s or IPL’s credit ratings are downgradad
upgraded, the interest rates and certain otherctemged to IPALCO and IPL could increase, or desee
respectively. However, the applicable interest caté¢he $375 million of 8.625% (original coupon Z566) Senior
Secured Notes due November 14, 2011 cannot inceegstirther, but upgrades in IPALCQO'’s credit rggrwould
decrease the interest rate. Downgrades in thetaagitigs of AES could result in IPL’s and/or IPADG credit
ratings being downgraded.

In August 2009, the corporate credit ratings of Hd IPALCO were upgraded by S&P from BB+ to BBB-,
resulting in an investment grade rating. This uggrked to a downgrade in IPL’s senior unsecured dxing from
BBB to BBB- as a result of S&P applying its critefor investment grade ratings to IPL. Under thitedon the
senior unsecured rating of an investment grade aognpypically cannot be higher than its corporaesit

rating. At this same time, S&P also upgraded tlelitrating of IPALCO’s senior secured notes fro® B

BB+. Additionally in August 2009, Moody’s upgrad#e credit rating of IPL’s senior secured debt fidaal to
A3. This upgrade was due to a change in Moody'shogxlogy for notching the senior secured debt gatiof
investment-grade regulated utilities. Moody’s nanghpractices widened as a result of their reseatubh
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indicated that regulated utilities have defaulted bbwer rate and experienced lower loss giveawefates than
non-financial, non-utility corporate issuers.

We cannot predict whether our current credit ratiogthe credit ratings of IPL will remain in eftdor any given
period of time or that one or more of these ratiwiknot be lowered or withdrawn entirely by airgt agency. A
security rating is not a recommendation to buyl,aethold securities. The rating may be subjeaetasion or
withdrawal at any time by the assigning rating oigation, and each rating should be evaluated iad@gntly of
any other rating.

Sales of Accounts Receivable

Please see Note @ales of Accounts Receivabléd the Unaudited Condensed Consolidated FinaSt&ements
of IPALCOin “ltem 1. Financial Statementshcluded in Part | — Financial Information of thisrm 10-Q.

Regulatory Matters
Basic Rates and Charges

Our basic rates and charges are determined afteggionsideration, on a pro-forma basis, to ateéble costs
for ratemaking purposes and include a fair returthe fair value of the utility property used arskful in

providing service to customers. Pursuant to statheelURC is to conduct a periodic review of tlesic rates and
charges of all utilities at least once every foeans. The IURC typically performs an annual revimwhas the
authority to review the rates of any utility at anye it chooses. Once set, the basic rates angebauthorized do
not assure the realization of a fair return onfétievalue of property. Our basic rates and chawe® last adjusted
in 1996.

Fuel Adjustment Charge and Authorized Annual Juctszhal Net Operating Income

We may apply to the IURC for a change in our fuerge every three months to recover our estimateldcbsts,
including the energy portion of purchased powets;08hich may be above or below the levels incluiteair
basic rates and charges. Independent of the IURIGiligy to review basic rates and charges, Indiamarequires
electric utilities under the jurisdiction of the RC to meet operating expense and income test srgaitts as a
condition for approval of requested changes inRAE. Additionally, customer refunds may result ifidity’s
rolling twelve month operating income, determinédw@arterly measurement dates, exceeds a utibtytsorized
annual jurisdictional net operating income andetsme not sufficient applicable cumulative net egiag income
deficiencies against which the excess rolling t@ethonth jurisdictional net operating income carofiset.

In our four most recently approved FAC filings (FAC through 84), the IURC found that our rollinghaal
jurisdictional retail electric net operating incomvas lower than the authorized annual jurisdictiowd operating
income. In addition, in our September 2009 FAQ§l{FAC 85), which has not yet been approved byihC,
our rolling annual jurisdictional retail electrietoperating income was also calculated to be |dlagr the
authorized annual jurisdictional net operating mecfor the twelve months ended July 31, 2009. inFAC 76
through 80 filings, the IURC found that our rolliagnual jurisdictional retail electric net opergtincome was
greater than the authorized annual jurisdictiomdlaperating income. Because we have a cumulaéveperating
income deficiency, we have not been required toetalstomer refunds in our FAC proceedings.

In December 2007, we received a letter from th# efahe IURC requesting information relevant teetitURC’s
periodic review of our basic rates and chargesvemdubsequently provided information to the staiifice our
cumulative net operating income deficiency (desatiabove) requires no customer refunds in the FACqss, the
IURC staff was concerned that the higher than u80@r earnings may continue in the future. In dorefo allay
staff's concerns, in our [IURC approved FAC 79 afide provided voluntary credits to our retail cusers
totaling $30 million and $2 million, respectiveMie recorded a $30 million deferred fuel regulataigility in
March 2008 and a $2 million deferred fuel regulatability in June 2008, with corresponding andpective
reductions against revenues for these voluntaitsteAll of these credits have been applied infdren of offsets
against fuel charges that customers would havewtbe been billed during June 1, 2008 through Fatyr@8,
20009.
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In September 2009, we received a letter from thf ef the IURC relevant to the IURC's periodic iew of our
basic rates and charges which expressed concesns @l level of earnings and invited us to provédielitional
information. In response, we provided informatiorihie staff of the IURC. It is not possible to potdvhat impact,
if any, the IURC'’s review may have on us.

Demand-Side Management

In December 2008, we filed a petition with the I[URguesting approval of an Alternative RegulatdanRo offer
our customers energy efficiency conservation, dehmasponse and Demand-Side Management progrants and
allow associated rate making treatment. If approeed level of spending in these programs will ease
significantly, however it is still not expectedhave a material impact on our results of operatifinancial
conditions or cash flows. We cannot predict theonte of the proceeding at this time. We are autkdrio
continue our current Demand-Side Management prog@mra month-to-month basis from July 1, 2009 uhél
IURC issues its final order on the Alternative Regory Plan.

Wind Power Purchase Agreement

In April 2008, we entered into a power purchaseeagrent for 20 years of approximately 106 MW of wind
generated electricity with Hoosier Wind Project,@,la subsidiary of enXco, Inc. In October 2009, dbastruction
of the facility was completed and the facility bages commercial operation in November 2009.

In June 2009, we entered into a power purchaseammet for 20 years of approximately 200 MW of wind
generated electricity with Lakefield Wind Projelct,C, another subsidiary of enXco, Inc. Constructisexpected
to be completed by December 31, 2010. The consaxintingent, among other things, on the IURC apalrof
cost recovery via a cost recovery mechanism sirtoléihe FAC. In July 2009, we filed the requestwifie IURC
for such recovery. No assurance can be givenstithe as to whether or not the IURC will approve tequest.

These agreements will help us to diversify the ueses available to serve our customers in ligigaiéntial
greenhouse gas and renewable portfolio standagdddgon.

Industry Changes
American Recovery and Reinvestment Act of 2009

The American Recovery and Reinvestment Act of 2088 enacted into law in February 2009. The American
Recovery and Reinvestment Act of 2009 includesowerprovisions that fund the development of thetalepower
industry at the federal and state level. Theseigims include, but are not limited to, improvingeegy efficiency
and reliability; electricity delivery (including sart grid technology); energy research and developmenewable
energy; and demand response management. In Aug08t e submitted an application for a Smart Grid
Investment Grant for $20 million to provide our tamers with tools to help them more efficiently esectricity
and also to upgrade our delivery system infrastinectin October 2009, the U.S. Department of Enaified us
that our application had been selected for awagbtieions. The U.S. Department of Energy’s OffiédElectricity
Delivery and Energy Reliability plans to condudirefing for all selectees in November 2009. Owjgct is part
of our Alternative Regulatory Plan (discussed abawvel, if approved by the IURC, is estimated ta §4$8.8
million and will be completed over a two-year pekio

Environmental Matters

We are subject to various federal, state and lexaironmental protection and health and safety lamds
regulations governing, among other things, the gaima, storage, handling, use, disposal and tiateion of
hazardous materials; the emission and discharpazzrdous and other materials into the environnzemt;the
health and safety of our employees. These lawseqdations often require a lengthy and complexess of
obtaining and renewing permits and other governaientthorizations from federal, state and locahaggs.
Violation of these laws, regulations or permits casult in substantial fines, other sanctions, jerewvocation
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and/or facility shutdowns. We cannot assure thahaxe been or will be at all times in full compléanwith such
laws, regulations and permits.

Under certain environmental laws, we could be hesghonsible for costs relating to contaminatioowatpast or
present facilities and at third party waste dispetas. We could also be held liable for humanasxpe to such
hazardous substances or for other environmentaagan©Our costs of complying with current and future
environmental and health and safety laws, andiabilities arising from past or future releasesasfexposure to,
hazardous substances may adversely affect ourdassiresults of operations, financial conditiord eash flows.

The following discussion is an update to and shdeldead in conjunction with the discussion inchide
“Liquidity and Capital Resources — Environmental tdegt’ included in ‘item 7. Management's Discussion and
Analysis of Financial Condition and Results of Ggiems’ included in our 2008 Form 10-K.

Climate Change Regulations

As disclosed in our 2008 Form 10-K we face certaks related to potential GHG legislation or regidns,
including risks related to increased capital exjtemels or other compliance costs which could haweaterial
adverse effect on our results of operations, firmondition or cash flows.

In 2009, a key development in the area of GHG lati® in the U.S. was the passage of H.R. 245he"American
Clean Energy and Security Act of 2009” by the WHSuse of Representatives. ACES contemplates anvitie
cap and trade program to reduce U.S. emission©ef@d other GHG starting in 2012. Key features oE8C
among other things, include:

= A planned target to reduce by 2020 GHG emissiodsations by 17% from 2005 levels and to reduce
GHG emissions by 83% from 2005 levels by 2050.

= Arequirement that certain GHG emitting companiesiuding most power generators surrender on an
annual basis CQOequivalent allowances or GHG offset credits farteton of annual COequivalent
emissions. Such companies will be required to reeet allowance surrender requirements via the
allocation of free allowances if available from He5. Environmental Protection Agency, or purchases
the open market at auctions if free allowancesateallocated, or to the extent permitted, the gatien of
offset credits.

= A mechanism under which the EPA would initiallyuesa capped and steadily declining number of
tradable free emissions allowances to certain@esf affected industries, including certain gates
and utilities in the electricity sector, with suithe distribution of allowances to the electrigctor
phasing out over a five year period from 2026 tigto2030.

= A provision permitting up to two billion tons of GHoffset credits in the aggregate, if available)¢o
purchased annually by all emitters to satisfy #guirements above.

= A provision precluding the EPA from regulating GH@&issions under the existing provisions of the €lea
Air Act.

= Atemporary prohibition on the implementation ahgar state or regional GHG cap and trade programs.
There would be a six year moratorium (2012 to 2@v)he implementation or enforcement of similar
GHG emission caps.

= The establishment of a combined energy efficiemay r@newable electricity standard that would regjuir
retail electric utilities to receive 6% of theiryger from renewable sources by 2012, with such regueént
increasing to 20% by 2020. In certain circumstanagsortion of this requirement for renewable egerg
could be satisfied through measures intended tease energy efficiency.

The U.S. Senate has begun to deliberate similésléimpn with the introduction in September 2009 ddft bill S.
1733, “The Clean Energy Jobs and American Power &FJAP contemplates a planned target to reducz0gy
GHG emissions by 20% from 2005 levels and by 83%mf2005 levels by 2050. CEJAP has not advancedfout
the U.S. Senate committee in which it was introdugke Environmental and Public Works Committee),ahit
does advance out of the committee and is ultimatagsed by the U.S. Senate, it may undergo signifievisions
from its current form. Any legislation passed bg th.S. Senate will need to be reconciled with AC&®] both the
U.S. House of Representative and the U.S. Senat@wioen need to approve such reconciled legisidiefore,
assuming signature by the U.S. President, it wbaltbme law.
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At this time, if ACES, CEJAP or some reconciledsien of ACES and CEJAP were to be enacted intotew
impact on our results of operations, financial gbods or cash flows could not be accurately pretidoecause of a
number of uncertainties with respect to the spet&ims and implementation of any such legislatiociuding
among other provisions, the provisions set fortAGES related to:

= The number of free allowances that will be allodate IPL.

= The cost to purchase allowances in an auction egh@open market, and the cost of purchasing GHG
offset credits.

= The extent to which IPL will be able to recover giance costs from its customers.

If federal legislation is not enacted that preckittee EPA from regulating GHG under the CAA, theAg#ans to
regulate GHG emissions. In September 2009, the @Bposed a rule to regulate GHG emissions from
automobiles, a mobile source of emissions. If sutdis ultimately enacted with respect to a mobderce, one
effect would be to subject stationary sources of33issions (including power plants) to regulatimiier various
sections of the CAA. The most important impact @tisnary sources would be a requirement thateadl sources
of GHG emissions of over 250 tons per year, andtiexj sources planning physical changes that winaiease
their GHG emissions, obtain new source review prfmom the EPA prior to construction. Such sounesld be
required to apply “best available control technglo limit the emission of GHG. The EPA has propds rule
that would limit such regulation of stationary stes to those stationary sources emitting thg €fivalent of over
25,000 tons per year of GHG. Also in September 2889 EPA finalized its first rule mandating thedespread
tracking and reporting of GHG emissions. Althoulgis tracking and reporting rule does not mandadectons in
GHG emissions, data generated from its implementatiay facilitate the further development of fedd GHG
policy, which may include mandatory GHG emissianstk.

The EPA’s currently proposed rules and regulatiang, future EPA rules and regulations, as welkaefal,
regional or state requirements could increase ostsdirectly and indirectly and have a materialease effect on
our business and/or results of operations, findieoiadition or cash flows. For additional informatiregarding the
risks associated with carbon emissions,“#een 1A. Risk Factors — Regulators, politician®mgovernmental
organizations and other private parties have exgedsconcern about greenhouse gas emissions artdking
actions which, in addition to the potential physidaks associated with climate change, could haveaterial
adverse impact on our consolidated results of op@na, financial condition and cash flowshd“ltem 7.
Management'’s Discussion and Analysis of Financahdition and Results of Operations — Liquidity d@apital
Resources — Environmental Matterisicluded in our 2008 Form 10-K.

Clean Air Mercury Rule

In a rule issued in March 2005, the EPA finalized CAMR, which is a national program to cap meramjissions
from coal-fired generating units starting in 200@th a second reduction in the mercury emissionleagl
scheduled for 2018. In February 2008, the U.S. Cafulppeals for the District of Columbia Circuideated the
CAMR on the basis that the EPA had failed to priypae-list mercury as a hazardous air pollutanteurfection
112(c)(1) of the CAA. The result of this decisiarthat mercury emissions from electric generattations are
subject to the more stringent requirements of marinachievable control technology applicable to HAP.
February 2009, the U.S. Supreme Court declinegview the U.S. Court of Appeals’ CAMR decision. THRA is
now expected to propose a new rule to address HiBs@ns from electric generation power plantsiuding
mercury. With respect to the HAP, the EPA issu@dtice of the agency’s intent to collect informatigo that it can
develop a maximum achievable control technologgdsded for coal-fired power plants which, unlike BAMR,
will not provide a market-based compliance optiemy(, cap-and-trade) for power plants subjectécrtite. The
EPA recently entered into a settlement agreemedgnavhich the EPA committed to issue a proposed IHAE®for
coal-fired power plants by March 2011 and a findd by November 2011. The EPA has indicated tHabadting
coal-fired power plants will be required to complith such standards within four years of a findériwhile the
exact impact and cost of any such new federal rdesot be established until they are promulgdteg tould
have a material adverse effect on our busines®arelults of operations, financial condition osltdlows.
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New Source Review

In September 2008, IPL received a CAA Section hidrimation request from the EPA regarding produrctevels
and projects implemented at IPL’s generating statid hese types of information requests have bsed in the
past to assist the EPA in determining whether atpsin compliance with applicable standards uriderCAA.
The information request generally covered the ti@eod from January 1, 2001, to the date of therimktion
request. IPL received a previous CAA Section 1iest in November 2000, seeking information aboodipction
levels and projects at IPL’s generating statiorttidaback to January 1, 1975. IPL provided inforioato the EPA
in response to the requests.

In October 2009, IPL received a Notice of Violatiamd Finding of Violation from the EPA pursuaniG8A
Section 113(a). The Notice alleges violations ef @AA at IPL'’s three coal-fired electric generatfagilities
dating back to 1986. The alleged violations pritygsertain to the Prevention of Significant Deteation and New
Source Review Requirements under the CAA. Therlatteompanying the Notice offered IPL an opporiutot
meet with the EPA representatives to discuss thedldPL will meet with the EPA to discuss the Metin the
near future. IPL believes it has meritorious deésn® the allegations against it described in thedd and will
defend itself vigorously; however, there can beassurances that it will be successful in its e$foftt this time, it is
not possible to predict what impact, if any, theiblmmay have on IPL if IPL’s defense is not sustiels However,
it is possible that IPL may face fines or be regdito make capital expenditures in connection ti¢halleged
violations, which could be material to the Compamgsults of operations, financial condition orlrcisws.

National Ambient Air Quality Standards

Over the past several years, the EPA has tightérgedational ambient air quality standards for gblevel ozone
by lowering the standard for daily emissions ofrezérom 0.080 parts per million to 0.075 partsmpélion and
lowering the standard for daily emissions of firstizulate matter from 65 micrograms per cubic m&te85
micrograms per cubic meter. Based on the new odaifg emission standard, it would be expected seatral
areas that are currently designated as in attainfoenzone would be redesignated as nonattainneeitiding
areas where IPL’s Eagle Valley and Harding Stréaitp are located. In September 2009, howevelE ke
announced that it intends to reconsider the nem@standard.

Several areas in the state of Indiana have beegrdgsd as nonattainment for fine particulate mdttethe daily
and annual standards, which include the areas WRéte Eagle Valley, Petersburg, and Harding Stpdents are
located. With respect to the annual standard, m@inatent area designations have been challengealin by the
electric utility industry and others. In July 20@8e U.S. Court of Appeals for the District of Caillia Circuit
upheld the EPA’s designation of nonattainment afeaine particulate matter under the annual séaddThe IPL
plants continue to be in nonattainment areas uth@eannual fine particulate matter standard. Wapect to the
daily standard, in October 2009, the EPA annoumtads to designate areas as nonattainment baseehodata,
and all areas where IPL plants are located, de#pitenore stringent standard, will be in attainment

Several states have also sued the EPA for faitiraplbpt more stringent standards for ozone andpfimgculate
matter. With regard to the challenge to the ozdaedard, the EPA requested a stay in connectidmitgifplans to
reconsider this standard. With regard to the chglieto the fine particulate matter standard, arfddgpeals court
remanded the annual fine particulate matter stahathe EPA for further justification or, if apgmaate,
modification. The court found that the EPA failedeixplain adequately why the annual fine partieutaatter
standard was sufficient to protect public health.

The nonattainment designations for both ozone ereddarticulate matter, if upheld and if they remii effect,

will legally require the state of Indiana to modify State Implementation Plan for ozone and fiadigulate matter,
which will detail how the state will regain its @aittiment status. Indiana Department of Environmdvieshagement
has drafted plans to reach attainment statusriergarticulate matter in the relevant counties, |&M plans are
pending approval by the EPA. IDEM’s current drdétrpdoes not require our plants to install addaiarontrols.
However, it remains possible that the IDEM or tHi®AEmay require further efforts by our generatirgfisns to
reach attainment status. At this time, we cannetlist the impact of these EPA nonattainment desigmns
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In July 2009, the U.S. Court of Appeals for thetbd$ of Columbia Circuit vacated a rule that alledvcompliance
with the NQ, State Implementation Plan Call to constitute coamae with reasonably available control technology
for NO, emissions in 0zone non-attainment areas. Theidadisplies that sources within ozone non-attainimen
areas may need to take actions in addition to ciamge with the NQState Implementation Plan Call, which may
result in more stringent controls required at s@hk’L's generating facilities. However, at thimg, we can not
predict the impact of this decision on the EPA swe Indiana’s State Implementation Plan.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO  UT MARKET RISK

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

ITEM 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresdtetiesigned to ensure that information requindktdisclosed
in the reports that we file or submit under the8ities Exchange Act of 1934, is recorded, proagssemmarized
and reported within the time periods specifiechia Securities and Exchange Commission’s rules amadsf, and
that such information is accumulated and commuedtéd the principal executive officer and princifimhncial
officer, as appropriate, to allow timely decisioagarding required disclosures.

Evaluation of Disclosure Controls and Procedures

We carried out an evaluation, under the superviaimhwith the participation of our management,udaig the
principal executive officer and principal financafficer, of the effectiveness of our “disclosuentrols and
procedures” (as defined in the Exchange Rules 58a)}hnd 15-d-15 (e) as required by paragraphf(tijeo
Exchange Act Rules 13a-15 or 15d-15) as of SepteBmhe2009. Our management, including the principal
executive officer and principal financial officés,engaged in a comprehensive effort to reviewluata and
improve our controls; however, management doegxect that our disclosure controls or our inteowaitrols
over financial reporting will prevent all errorsdaall fraud. A control system, no matter how wedbijned and
operated, can provide only reasonable, not abs@stirance that the control system’s objectiviis@imet.
Further, the design of a control system must reflee fact that there are resource constraintsttamtenefits of
controls must be considered relative to their cdastaddition, any evaluation of the effectivenegsontrols is
subject to risks that those internal controls megdme inadequate in future periods because of elsandgusiness
conditions, or that the degree of compliance withpolicies or procedures deteriorates. We haegdsts in certain
unconsolidated entities. As we do not control onage these entities, our disclosure controls andeotures with
respect to such entities is generally more limitezth those we maintain with respect to our conatdid
subsidiaries.

Based upon the controls evaluation performed, teipal executive officer and principal financificer have
concluded that as of September 30, 2009, our disodocontrols and procedures were effective toigeov
reasonable assurance that material informatiotimgléo us and our consolidated subsidiaries isnebad,
processed, summarized and reported within the pienods specified in the Securities and Exchangam@igsion’s
rules and forms and that such information is acdated and communicated to the principal executifieer and
principal financial officer, as appropriate, tooall timely decisions regarding required disclosures.

Changes in Internal Controls

In the course of our evaluation of disclosure aaistand procedures, management considered cantaimal
control areas in which we have made and are cdntirto make changes to improve and enhance conBaked
upon that evaluation, the principal executive @ffiand principal financial officer concluded thiag¢ite were no
changes in our internal controls over financialoripg identified in connection with the evaluaticguired by
paragraph (d) of the Exchange Act Rules 13a-1%dr15 that occurred during the nine months endgdeBeer
30, 2009 that have materially affected, or areaeakly likely to materially affect, our internalrmtools over
financial reporting.
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PART Il - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

Please seitem 2. Management'’s Discussion and Analysis afdficial Condition and Results of Operations —
Environmental Matters,’and Note 9;Commitments and Contingencie$) the Unaudited Condensed Consolidated
Financial Statements of IPALCO fitem 1. Financial Statementsihcluded in Part | — Financial Information of

this Form 10-Q for a summary of significant legedgeedings involving us. We are also subject tdimeu

litigation, claims and administrative proceedingsiag in the ordinary course of business.

ITEM 1A. RISK FACTORS

There have been no material changes to the riskrfaas previously disclosed in IPALCQO’s Annual Beon
Form 10-K for the year ended December 31, 2008.

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

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

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

None.

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS

Exhibit No. Document
31.1 Certification by Chief Executive Officer recgdl by Rule 13a-14(a) or 15d-14(a).
31.2 Certification by Principal Financial Officezquired by Rule 13a-14(a) or 15d-14(a).
32 Certification required by Rule 13a-14(b) or 154b).
99* Second Amended and Restated Receivables Saéegnt dated as of June 25, 2009 among IPL

Funding Corporation, as the Seller, Indianapoliew@o& Light Company, as the Collection
Agent, The Royal Bank of Scotland PLC, as the Agéhe Liquidity Providers from time to
time Party Hereto, and Windmill Funding Corporation

* Revised document and replaces Exhibit 99.2 inetlich IPALCO’s June 30, 2009 Form 10-Q
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdéiport to be
signed on its behalf by the undersigned thereualy authorized.

IPALCO ENTERPRISES, INC.
(Registrant)

Date:_ November 5, 2009 /s/ Kirk B. Michael
Kirk B. Michael
Senior Vice President and Chief Financial Officer
(Principal Financial Officer and Duly Authorized figfer)

Date:_ November 5, 2009 /s/ Kurt A. Tornquist
Kurt A. Tornquist
Vice President and Controller
(Principal Accounting Officer)
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Exhibit 31.1

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

[, Ann D. Murtlow, certify that:

1.
2.

| have reviewed this quarterly report on Form 10fQPALCO Enterprises, Inc. (the “registrant”);
Based on my knowledge, this report does not commjnuntrue statement of a material fact or ométate
a material fact necessary to make the statementes,nralight of the circumstances under which such
statements were made, not misleading with respetiet period covered by this report;

Based on my knowledge, the financial statementsodimer financial information included in this repo
fairly present in all material respects the finahcondition, results of operations and cash floithe
registrant as of, and for, the periods presentelisnreport;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie
controls and procedures (as defined in ExchangdRAitets 13a-15(e) and 15d-15(e)) and internal cbntro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrandl
have:

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

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

(c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presented in
this report our conclusions about the effectiveradsbe disclosure controls and procedures, as of
the end of the period covered by this report basesuch evaluation; and

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

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluation of

Date:

internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registrant’s board of directors (or persons perfognthe equivalent functions):

() All significant deficiencies and material weaknessethe design or operation of internal control
over financial reporting which are reasonably kil adversely affect the registrant’s ability to
record, process, summarize and report financiarimétion; and

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant’s internal camtover financial reporting.

November 5, 2009 /s/ Ann D. Murtlow

Ann D. Murtlow
President and Chief Executive Officer



Exhibit 31.2

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

I, Kirk B. Michael, certify that:

1. I have reviewed this quarterly report on Form 10fQPALCO Enterprises, Inc. (the “registrant”);

2. Based on my knowledge, this report does not commjnuntrue statement of a material fact or ométate
a material fact necessary to make the statements,nralight of the circumstances under which such
statements were made, not misleading with respetiet period covered by this report;

3. Based on my knowledge, the financial statements,atimer financial information included in this repo
fairly present in all material respects the finahcondition, results of operations and cash floithe
registrant as of, and for, the periods presentelisnreport;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining discte
controls and procedures (as defined in ExchangdrAitets 13a-15(e) and 15d-15(e)) and internal cbntro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrandl
have:

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

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

(c) Evaluated the effectiveness of the registrant’sldsire controls and procedures and presented in
this report our conclusions about the effectiveradsbe disclosure controls and procedures, as of
the end of the period covered by this report basesuch evaluation; and

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

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluation of
internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registrant’s board of directors (or persons perfognthe equivalent functions):

() All significant deficiencies and material weaknessethe design or operation of internal control
over financial reporting which are reasonably kel adversely affect the registrant’s ability to
record, process, summarize and report financiarimétion; and

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a
significant role in the registrant’s internal camtover financial reporting.

Date:  November 5, 2009 /sl Kirk B. Michael
Kirk B. Michael
Senior Vice President and Chief Financial Officer




Exhibit 32

Certification Pursuant to Rule 13a-14(b) or 15d-144) of the Securities and Exchange Act of 1934 and
Pursuant to Section 1350 of Chapter 63 of Title 18f the United States Code as adopted pursuant to 8®n
906 of the Sarbanes-Oxley Act of 2002

The certification set forth below is being subrdtte connection with the Quarterly Report on Foi@aQ for the
period ended September 30, 2009 (the “Report”jHermpurpose of complying with Rule 13a-14(b) oréribd-
14(b) of the Securities Act of 1934 (the “Exchargd”) and Section 1350 of Chapter 63 of Title 1&tod United
States Code.

Ann D. Murtlow, President and Chief Executive Odfiand Kirk B. Michael, Senior Vice President arfdet
Financial Officer of IPALCO Enterprises, Inc. ("IR&0O"), each certifies that, to the best of his er knowledge:
1. The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Exchange Act; and
2. The information contained in the Report fairly prets, in all material respects, the financial cbadiand
results of operations of IPALCO.

Date:  November 5, 2009 /s/ Ann D. Murtlow
Ann D. Murtlow
President and Chief Executive Officer

Date:  November 5, 2009 /sl Kirk B. Michael
Kirk B. Michael
Senior Vice President and Chief Financial Officer

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



