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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This Quarterly Report on Form 10-Q includésward-looking statementstithin the meaning of Section 27A of
the Securities Act of 1933 and Section 21E of teeufities Exchange Act of 1934, as amended (“Exgéaict”)
including, in particular, the statements aboutgans, strategies and prospects under the he&dkmg 2.
Management'’s Discussion and Analysis of Financahdition and Results of Operationsf Part | — Financial
Information of this Form 10-Q. Forward-looking statents involve many risks and uncertainties andesspan
expectation or belief and contain a projectionnmaassumption with regard to, among other things future
revenues, income, expenses, or capital structueh Statements of future events or performanceetrguarantees
of future performance and involve estimates, assiompand uncertainties. The words “could,” “maigfedict,”
“anticipate,” “would,” “believe,” “estimate,” “exp&t,” “forecast,” “project,” “objective,” “intend,™continue,”
“should,” “plan,” and similar expressions, or thegatives thereof, are intended to identify forwkaking
statements unless the context requires otherwise.

” ow ” o« ” o« ” w n

Some important factors that could cause our actsallts 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 wholesategr

= 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 (“IURC");

= federal and state legislation and regulations;

= our ownership by The AES Corporation (“AES”);

= changes in our credit ratings or the credit ratioig8ES;

= fluctuations in the value of pension plan asséisfdations in pension plan expenses and our lbdlit
fund defined benefit pension and other post-retiaenplans;

= changes in financial or regulatory accounting peic

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

= interest rates and other costs of capital;

= the availability of capital;

= labor strikes or other workforce factors;

= facility or equipment maintenance, repairs andtehpxpenditures;

= local economic conditions, including the fact ttie local and regional economies have struggleslitiir
the recession and weak economic climate the pasydars and continue to face uncertainty for the
foreseeable future;

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

= costs and effects of legal and administrative pedo®gs, audits, settlements, investigations anidheland
the ultimate disposition of litigation;

= issues related to our participation in the Midwesiependent Transmission System Operator, Inc.
(“Midwest I1ISO"), including the cost associated witlembership and the recovery of costs incurred; and

= product development and technology changes.

Most of these factors affect us through our codstéd subsidiary, Indianapolis Power & Light CompéihPL").
All such factors are difficult to predict, containcertainties that may materially affect actualitssand many are
beyond our control. Except as required by the faldezcurities laws, we undertake no obligationubligly update
or review any forward-looking information, whethaes a result of new information, future events teowise. If
one or more forward-looking statements are updatednference should be drawn that additional upslatill be
made with respect to those or other forward-looldtaiements.



PART | — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

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

Three Months Ended,

Nine Months Ended,

September 30, September 30,
2011 2010 2011 2010
UTILITY OPERATING REVENUES $ 320,550 $ 305,675 $ 889,658 $ 868,759
UTILITY OPERATING EXPENSES:
Operation:
Fuel 90,719 85,396 253,474 241,644
Other operating expenses 50,467 49,791 151,999 147,422
Power purchased 25,107 15,888 65,446 42,005
Maintenance 30,078 25,686 91,476 80,642
Depreciation and amortization 42,089 41,476 124,417 123,205
Taxes other than income taxes 10,796 10,353 32,055 29,608
Income taxes - net 22,843 24,823 50,477 64,328
Total utility operating expenses 272,099 253,413 69,344 728,854
UTILITY OPERATING INCOME 48,451 52,262 120,314 139,905
OTHER INCOME AND (DEDUCTIONS):
Allowance for equity funds used during constrocti 1,009 1,076 3,245 2,610
Loss on early exinguishment of debt - - (15,378) -
Miscellaneous income and (deductions) - net (2,445 (451) 9,812 (1,866)
Income tax benefit applicable to nonoperatingpime 6,270 6,539 19,748 19,365
Total other income and (deductions) - net 4,834 164 17,427 20,109
INTEREST AND OTHER CHARGES:
Interest on long-term debt 26,205 28,640 82,981 86,028
Other interest 446 538 1,339 1,596
Allowance for borrowed funds used during constiorc (644) (638) (2,129) (1,602)
Amortization of redemption premiums and expenseebt 1,158 1,044 3,466 3,129
Total interest and other charges - net 27,165 5829, 85,657 89,151
NET INCOME 26,120 29,842 52,084 70,863
LESS: PREFERRED DIVIDENDS OF SUBSIDIARY 803 803 2,410 2,410
NET INCOME APPLICABLE TO COMMON STOCK $ 25317 $ 29,039 $ 49,674 $ 68,453

See notes to unaudited condensed consolidateccfadanatements.



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

(In Thousands)

September 30,

December 31,

2011 2010
ASSETS
UTILITY PLANT:
Utility plant in service $ 4,168,241 $ 4,096,883
Less accumulated depreciation 1,942,458 1,878,747
Utility plant in service - net 2,225,783 2,218,136
Construction work in progress 181,404 129,634
Spare parts inventory 15,333 12,737
Property held for future use 1,002 1,002
Utility plant - net 2,423,522 2,361,509
OTHER ASSETS:
Investment in long-term debt securities 40,000 41,669
Nonutility property - at cost, less accumulategmciation 540 688
Other investments 4,949 6,419
Other assets - net 45,489 48,776
CURRENT ASSETS:
Cash and cash equivalents 50,274 31,796
Accounts receivable and unbilled revenue (ldssvahce
for doubtful accounts of $2,672 and $2,218peesively) 133,491 140,538
Fuel - at average cost 51,622 37,369
Materials and supplies - at average cost 51,797 51,524
Deferred tax asset - current 11,732 11,313
Regulatory assets 9,290 -
Prepayments and other current assets 17,126 18,366
Total current assets 325,332 290,906
DEFERRED DEBITS:
Regulatory assets 400,030 416,749
Miscellaneous 25,143 20,040
Total deferred debits 425,173 436,789
TOTAL $ 3,219,516 $ 3,137,980
CAPITALIZATION AND LIABILITIES
CAPITALIZATIO N:
Common shareholder's deficit:
Paid in capital $ 11,362 $ 10,811
Accumulated deficit (22,501) (15,344)
Accumulated other comprehensive loss - (197)
Total common shareholder's deficit (11,139) (4,730)
Cumulative preferred stock of subsidiary 59,784 59,784
Long-term debt 1,787,607 1,332,353
Total capitalization 1,836,252 1,387,407
CURRENT LIABILITIES:
Short-term and current portion of long-term debt 50,000 425,000
Accounts payable 87,281 83,351
Accrued expenses 20,826 23,016
Accrued real estate and personal property taxes 21,378 16,812
Regulatory liabilities 13,593 8,862
Accrued income taxes 15,284 -
Accrued interest 42,571 31,180
Customer deposits 22,385 20,772
Other current liabilities 11,540 10,286
Total current liabilities 284,858 619,279
DEFERRED CREDITS AND O THER LONG-TERM LIABILITIES:
Regulatory liabilities 535,767 516,992
Accumulated deferred income taxes - net 343,205 373,244
Non-current income tax liability 5,031 4,757
Unamortized investment tax credit 10,179 11,433
Accrued pension and other postretirement benefits 174,867 199,288
Miscellaneous 29,357 25,580
Total deferred credits and other long-terabilities 1,098,406 1,131,294
COMMITMENTS AND CONTINGENCIES (Note 7)
TOTAL $ 3,219,516 $ 3,137,980

See notes to unaudited condensed consolidated finarmtiahgEnts.
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IPALCO ENTERPRISES, INC. and SUBSIDIARIES

Unaudited Condensed Consolidated Statements of Castows

(In Thousands)

Nine Months Ended,

September 30,
2011 2010
CASH FLOWS FROM OPERATIONS:
Net income $ 52,084 $ 70,863
Adjustments to reconcile net income to net caslvided by operating activities:
Depreciation and amortization 125,232 122,067
Amortization of regulatory assets 3,881 5,568
Deferred income taxes and investment tax cejitstments - net (19,073) (16,270)
Loss on early extinguishment of debt 15,378 -
Allowance for equity funds used during constiut (3,113) (2,458)
Gain on sale of nonutility property (13,354) -
Change in certain assets and liabilities:
Accounts receivable 7,047 (7,034)
Fuel, materials and supplies (14,526) 757
Income taxes receivable or payable 21,302 15,483
Financial transmission rights (2,865) (2,277)
Accounts payable and accrued expenses 9,537 17,013
Accrued real estate and personal property taxes 4,566 (2,436)
Accrued interest 12,889 16,066
Pension and other postretirement benefit expens (24,422) (16,341)
Short-term and long-term regulatory assetsliabdities (4,604) (4,419)
Other - net 6,040 3,935
Net cash provided by operating activities 175,999 200,517
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures - utility (165,686) (94,877)
Proceeds from sales and maturities of short-levestments 2,000 -
Proceeds fromthe sales of assets 13,467 -
Grants under the American Recovery and Reinveastiet of 2009 6,644 -
Other (11,704) (3,348)
Net cash used in investing activities (155,279) (98,225)
CASH FLOWS FROM FINANCING ACTIVITIES:
Short-term debt borrowings 121,000 9,508
Short-term debt repayments (121,000) -
Long-term borrowings, net of discount 494,708 -
Retirement of long-term debt and early tendemarm (430,222) -
Dividends on common stock (56,831) (60,300)
Preferred dividends of subsidiary (2,410) (2,410)
Deferred financing costs paid (6,895) -
Other (592) (309)
Net cash used in financing activities (2,242) (53,511)
Net change in cash and cash equivalents 18,478 48,781
Cash and cash equivalents at beginning of period 31,796 48,022
Cash and cash equivalents at end of period $ 50,374 96,803
Supplemental disclosures of cash flow information:
Cash paid during the period for:
Interest (net of amount capitalized) $ 70,781 $ 69,538
Income taxes $ 28500 $ 45,750

See notes to unaudited condensed consolidatedcfadatatements.



IPALCO ENTERPRISES, INC. and SUBSIDIARIES
Unaudited Condensed Consolidated Statements of Conom Shareholder's Deficit
and Noncontrolling Interest
(In Thousands)

Accumulated
Other Total Common  Cumulative
Paid in Accumulated Comprehensive Shareholder's Preferred Stock
Capital Deficit Loss Deficit of Subsidiary
2010
Beginning Balance $ 9,820 $ (18,878)$ - $ (9,058)% 59,784
Comprehensive Income attributable to common stock:
Net income applicable to common stock 68,453 68,453
Unrealized loss on avaiable for sale investnieet
of income tax benefit of $128) (188) (188)
Total Comprehensive Income attributable to comntooks 68,265
Distributions to AES (60,300) (60,300)
Contributions from AES 698 698
Balance at September 30, 2010 $ 10518 $ (10,725) $ (188) $ (395) % 59,784
2011
Beginning Balance $ 10,811 $ (15,344) $ 197) $ (4,730)$ 59,784
Comprehensive Income attributable to common stock:
Net income applicable to common stock 49,674 49,674
Gain on sale of available for sale investmeat (n
of income tax expense of $134) 197 197
Total Comprehensive Income attributable to comntooks 49,871
Distributions to AES (56,831) (56,831)
Contributions from AES 551 551
Balance at September 30, 2011 $ 11,362 $ (22,501) $ - $ (11,139% 59,784

See notes to unaudited condensed consolidated:falatatements.



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

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

1. ORGANIZATION

IPALCO Enterprises, Inc. (“IPALCO”) is a holding mpany incorporated under the laws of the statadifiha.
IPALCO is a wholly-owned subsidiary of The AES Cargtion (“AES”). IPALCO was acquired by AES in Marc
2001. IPALCO owns all of the outstanding commorcktof its subsidiaries. Substantially all of IPALGO
business consists of the generation, transmisdistribution and sale of electric energy condudtedugh its
principal subsidiary, Indianapolis Power & Light @pany (“IPL"). IPL was incorporated under the lagighe
state of Indiana in 1926. IPL has approximately,@@0 retail customers in the city of Indianapolisl aeighboring
cities, towns and communities, and adjacent ruedsall within the state of Indiana, the mostatispoint being
approximately forty miles from Indianapolis. IPLshan exclusive right to provide electric servicéhtose
customers. IPL owns and operates two primarily-foatl generating plants, one combination coal gasHfired
plant and two combustion turbines at a separageisitt are all used for generating electricity.’ et electric
generation design capability for winter and sumie&,492 Megawatts (“MW") and 3,353 MW, respectivel

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying Unaudited Condensed Consolidateahé&ial Statements (the “Financial Statementiuide
the accounts of IPALCO, IPL and Mid-America CapRasources, Inc., a non-regulated wholly ownedididry
of IPALCO. All significant intercompany amounts lealveen eliminated. The accompanying financial statés
are unaudited; however, they have been preparacciordance with accounting principles generallyeptad in the
United States of America for interim financial infieation and in conjunction with the rules and regjohs of the
Securities and Exchange Commission. Accordinglgy tho not include all of the disclosures requirga@bcounting
principles generally accepted in the United Stafesmerica for annual fiscal reporting periodsttie opinion of
management, all adjustments of a normal recurratigre necessary for fair presentation have beduded. The
electric utility business is affected by seasonadtler patterns throughout the year and, theretfoeegperating
revenues and associated operating expenses agemerated evenly by month during the year. Theaedited
financial statements have been prepared in accoedaith the accounting policies described in IPALEAnnual
Report on Form 10-K for the year ended DecembeRB10 (“2010 Form 10-K") and should be read in cofion
therewith.

Use of Management Estimates

The preparation of financial statements in confymiith accounting principles generally acceptethia United
States of America requires that management makaicestimates and assumptions that affect thertegho
amounts of assets and liabilities and disclosureoafingent assets and liabilities at the datdeffinancial
statements. The reported amounts of revenues gahees during the reporting period may also beiaideby the
estimates and assumptions that management is edgoimake. Actual results may differ from thostnestes.

New Accounting Pronouncements
Fair Value Measurement (Topic 820)

In May 2011, the Financial Accounting Standards8dq&-ASB”) issued Accounting Standards Update Td20
“Fair Value Measurement Amendments to Achieve ConfiaiolYalue Measurement and Disclosure Requirements
in U.S. Generally Accepted Accounting Principled &mternational Financial Reporting Standarti3he
amendments in this update result in common faeaheasurement and disclosure requirements un&er U.
Generally Accepted Accounting Principles and Iri¢ional Financial Reporting Standards. Consequettitéy
amendments change the terminology used to desmiding of the requirements under U.S. Generally Azkp
Accounting Principles for measuring fair value daddisclosing information about fair value measueats. For
many of the requirements, the FASB does not infenthe amendments in this update to result inangb in the
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application of the requirements in Topic 820. Sarhthe amendments clarify the FASB’s intent abdiet t
application of existing fair value measurement regaents. Other amendments change a particulaciplénor
requirement for measuring fair value or for disaigsinformation about fair value measurements. aimendments
in this update are effective for IPALCO beginniragndary 1, 2012 and are currently not expected e hamaterial
effect on IPALCO'’s consolidated financial statensent

Comprehensive Income (Topic 220)

In June 2011, the FASB issued Accounting Standdpttate Topic 220Presentation of Comprehensive Income
Under the amendments in this update, an entityhesption to present the total of comprehensicerime, the
components of net income, and the components ef acttmprehensive income either in a single contisuo
statement of comprehensive income or in two sepdmait consecutive statements. The amendmentssinipliate
are effective for IPALCO beginning January 1, 2@h#d are currently not expected to have a mateffiedteon
IPALCO'’s consolidated financial statements.

3. REGULATORY MATTERS
Environmental Compliance Cost Recovery Adjustment

On July 7, 2011, the IURC approved IPL’s modifioatf its Certificate of Public Convenience and &bsity for
the construction cost estimates of the PetersbuigdJ-lue Gas Desulfurization Enhancements praedcet forth
in Cause No. 42170 ECR 16 S1. The modification ava$8.1 million increase of the project budget1@&0
million. The order also made final the IURC's interapproval of IPL’s environmental compliance crastovery
adjustment.

Tree Trimming Practices Investigation

On July 7, 2011, the IURC issued an additional trieeming order which did not provide the relief were
seeking, but clarified utility customer notice r@g@ments and the relationship of the order to prigpéghts and
tariff requirements. It also clarified that in cas# emergency or public safety, utilities may,heiit customer
consent, remove more than 25% of a tree or trinobeéexisting easement or right of way boundariagitoedy the
situation. The IURC is currently in the procespaimulgating formal rules to implement the ord@L land other
interested parties are participating in this rulkim@ process. It is not possible to predict thecouate of the
rulemaking process, but this could significantlgrease our vegetation management costs and treafost
defending our vegetation management program galiibn, which could have a material impact on amsolidated
financial statements.

Wind Power Purchase Agreements

IPL is committed under a power purchase agreenogmiitchase approximately 100 MW of wind generated
electricity through 2029 from a wind project in lada. IPL is also committed under another agreemeeptirchase
approximately 200 MW of wind generated electriggr year for 20 years from a project in Minnesataich
began commercial operation in October, 2011. IPiegally has authority from the IURC to recover tlosts for
both of these agreements through an adjustmentanerh administered within IPL’s fuel adjustmentusle.

FERC Order 1000

On July 21, 2011, the FERC issued Order No. 10@0Ftnal Rule on Transmission Planning and Cosicallion

by Transmission Owning and Operating Public Udkt(“Order 1000”), amending the transmission plagrind
cost allocation requirements established in Order890. Through Order 1000, the FERC: (1) requingslic

utility transmission providers to participate imegional transmission planning process and produce

regional transmission plan; (2) requires publidityttransmission providers to amend their opereasdransmission
tariffs to describe how public policy requiremenidl be considered in local and regional transnuagplanning
processes; (3) removes the federal right of fafisal for certain transmission facilities; and $égks to improve
coordination between neighboring transmission glagnegions for interregional facilities.



The Midwest ISO’s approved tariff in part alreadyplies with Order 1000. However, Order 1000 vabult in
changes to transmission expansion costs charg@&d toy the Midwest 1ISO. Such changes relate toipyialicy
requirements for transmission expansion withinNtéwest 1SO footprint, such as to comply with reradohe
mandates of other states within the footprint. Bhasarges are difficult to estimate, but are exqubtd be material
to IPL within a few years, however, it is probalidef not certain, that these costs will be recdverssubject to
IURC approval. Through September 30, 2011, IPLdederred as a regulatory asset $2.3 million ofwédt ISO
transmission expansion costs.

4. FAIR VALUE MEASUREMENTS

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

Cash Equivalents

As of September 30, 2011 and December 31, 201Gaslr equivalents consisted of money market fuRids.fair
value of cash equivalents approximates their b@dkesdue to their short maturity, which was $9.8iom and
$12.7 million as of September 30, 2011 and DecerabeR010, respectively.

Investment in Debt Securities

As of September 30, 2011 and December 31, 2010neestment in debt securities consisted of avhldtr-sale
debt securities of $40.0 million and $41.7 millisespectively. Auction rate securities with a reteat value of $1.7
million as of December 31, 2010 were liquidatedmiyithe first quarter of 2011 at their face amonfr2.0

million. Variable rate demand notes of $40.0 milliat both periods consisted of the $40 Million GifyPetersburg,
Indiana, Pollution Control Refunding Revenue BoAdgustable Rate Tender Securities Series 1995Bahagbolis
Power & Light Company Project (“1995B Bonds”), whillPL owns and is also liable for both the intewmsd
principal payments thereon. We have estimatedainezélue of the 1995B Bonds based primarily upoaligative
factors, such as IPL’s credit worthiness, and amtedl the fair value approximates their face value.

Customer Deposits

Our customer deposits do not have defined matdétgs and therefore, fair value is estimated tthhé@amount
payable on demand, which equaled book value. Custdeposits totaled $22.4 million and $20.8 millamof
September 30, 2011 and December 31, 2010, resplyctiv

Indebtedness

The fair value of our outstanding fixed rate deds been determined on the basis of the quoted tranikes of the
specific securities issued and outstanding. Ina@edircumstances, the market for such securit&s inactive and

therefore the valuation was adjusted to considangbs in market spreads for similar securities oAdiagly, the
purpose of this disclosure is not to approximatevélue on the basis of how the debt might be aefied.
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The following table shows the face value and tleviaue of fixed rate and variable rate indebtesdrior the
periods ending:

September 30, 2011 December 31, 2010
Face Value Fair Value Face Value Fair Value
(In Millions)
Fixed-rate $ 1,7127 $ 18452 $ 16327 $ 1,719.8
Variable-rate 130.0 130.0 130.0 130.0
Total indebtedness $ 18427 $ 19752 $ 1,762.7 $ 1,849.8

The difference between the face value and the icermalue of this indebtedness represents unameartizscounts
of $5.0 million and $5.3 million at September 3012 and December 31, 2010, respectively.

Fair Value Hierarchy

FASB Accounting Standards Codification (“ASC”) 8@€fined and established a framework for measuairg f
value and expanded disclosures about fair valuesanements for financial assets and liabilities tratadjusted to
fair value on a recurring basis and/or financialeas and liabilities that are measured at faireval a nonrecurring
basis, which have been adjusted to fair value dutie period. IPALCO had one financial asset mesabat fair
value on a nonrecurring basis, which has been &djue fair value during the periods covered by tieport due to
impairment losses. For the nine months ended Sémed®, 2011 and 2010, we recorded impairmentsisn t
nonutility investment of $1.6 million and $1.2 ok, respectively, as the investment was deemée wther than
temporarily impaired. In making this determinatiare considered, among other things, the amounteargth of
time of impairment of the individual investmentdcby the fund as well as the future outlook offsirovestments.
Because the investment is not publicly traded &edefore does not have a quoted market pricentpairment loss
was based on our best available estimate of thedhie of the investment, which included primartilyobservable
estimates.

In accordance with ASC 820, we have categorizedinancial assets and liabilities that are adjustefair value,
based on the priority of the inputs to the valuatiechnique, following the three-level fair valuerarchy
prescribed by ASC 820, as follows:

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

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

Level 3 - unobservable inputs reflecting managefawn assumptions about the inputs used in pritliegasset or
liability.
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As of September 30, 2011 and December 31, 201(xadluding pension assets — see NoteéPgnsion and Other
Postretirement Benefifsof IPALCO'’s financial assets or liabilities maasd at fair value on a recurring basis were
considered Level 3, based on the fair value hiégarthe following table presents those financialkeds and

liabilities:

Fair Value Measurements
Using Level 3 at
September 30, 2011  December 31, 2010
(In Thousands)

Financial assets:

Investments in debt securities $ ,000 $ 41,669

Financial transmission rights 033 2,158
Total financial assets measured at fair value $ 45,023 $ 43,827
Financial liabilities:

Interest rate swafy $ 13,606 $ 9,426

Other derivative liabilities 74 193
Total financial liabilities measured at fair value $ 13,783 $ 9,619

M ncrease is primarily due to valuation adjustmehits to lower market interest rates.

The following tables present a reconciliation efdiincial instruments classified as Level 3 in thevialue hierarchy
for the three and nine months ended September03d,: 2

Three Months Ended September 30, 2011
Derivative Financial
Instruments, net

Investments in

Asset (Liability) Debt Securities Total
(In Thousands)

Balance at July 1, 2011 $ (2,118) $ 40,000 $ 7,882
Unrealized gain recognized in earnings 24 - 24
Unrealized loss recognized as a regulatory

liability (3,062) - (3,062)
Unrealized loss recognized as a regulatory asset (4,085) - ,a8s)
Settlements 481 - 481

Balance at September 30, 2011 $ (8,760) $ 40,000 $ 1,20

Nine Months Ended September 30, 2011
Derivative Financial
Instruments, net Investments in
Asset (Liability) Debt Securities Total
(In Thousands)

Balance at January 1, 2011 $ (7,461) $ 41,669 $ 4,28
Unrealized gain recognized in Other

Comprehensive Income - 331 331
Unrealized gain recognized in earnings 43 - 43
Unrealized loss recognized as a regulatory

liability (5,220) - (5,220)
Unrealized loss recognized as a regulatory asset (5,679) - ,839)
Issuances 8,085 - ,085
Settlements 1,472 (2,000) (528)

Balance at September 30, 2011 $ (8,760) $ 40,000 $ 1.&10
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5. INDEBTEDNESS
IPALCO's Senior Secured Notes

In May 2011, IPALCO completed the sale of $400 imillaggregate principal amount of 5.00% Senior 8&tu
Notes due 2018 (2018 IPALCO Notes”) pursuant tdeRLA4A and Regulation S under the Securities Ad1983,
as amended. The 2018 IPALCO Notes were issued goirso an Indenture dated May 18, 2011, by and dsetw
IPALCO and The Bank of New York Mellon Trust Compail.A., as trustee. These notes will be exchariged
new notes with identical terms and like principadcaunts, which are registered with the SecuritiesBxchange
Commission pursuant to a registration statemeriam S-4 declared effective in November 2011. Inngtion
with this issuance, IPALCO conducted a tender dffelepurchase for cash any and all of IPALCO’sithe
outstanding $375 million of 8.625% (original coupbi25%) Senior Secured Notes due November 14, 2011
(“2011 IPALCO Notes”). As a result, IPALCO no londeas indebtedness with an interest rate that @swadge to
changes in its credit ratings, although IPL’s créattilities continue to have certain fees that baraffected by its
credit ratings. Additionally, IPALCO no longer hasy debt with financial ratio maintenance covenaaithough
its articles of incorporation continue to contdie same financial ratios restricting dividend pagtaend
intercompany loans to AES as were included in EIAPALCO Notes.

The 2018 IPALCO Notes were priced to the publie&B27% of par. Net proceeds to IPALCO were $394.7
million after deducting underwriting costs and thecount. These costs and other related finanaistsare being
amortized through 2018 using the effective intenesthod. We used the net proceeds to repurchaséthb
outstanding 2011 IPALCO Notes through the tendfaraind to subsequently redeem all of the remai@bigL
IPALCO Notes not tendered in the second quart@04flL. A portion of the proceeds were also usedayotipe early
tender premium of $14.4 million and other fees exgenses related to the tender offer and the retitempf the
2011 IPALCO Notes, as well as other fees and exgeraated to the issuance of the 2018 IPALCO Ndtes
total loss on early extinguishment of debt of $1/ilion was included as a separate line item witBther Income
and Deductions in the accompanying Unaudited Cosetk€onsolidated Statements of Income.

The 2018 IPALCO Notes are secured by the Compaigidge of all of the outstanding common stock af. [Phe
lien on the pledged shares will be shared equalliyratably with IPALCO'’s existing senior securedas IPALCO
has entered into a Pledge Agreement SupplementfigiBank of New York Mellon Trust Company, N.As, a
Collateral Agent, dated May 18, 2011 to the Plefigeeement between IPALCO and The Bank of New York
Mellon Trust Company, N.A. as successor CollatAgegnt dated November 14, 2001.

IPL First Mortgage Bonds

In September 2011, the Indiana Finance AuthoritlyA") issued on behalf of IPL an aggregate printg@ount of
$55.0 million of 3.875% Environmental Facilities\Raue Bonds (Indianapolis Power & Light Companyj&ut)
due August 2021. Also in September 2011, the IEAésd on behalf of IPL an aggregate principal amo@f0.0
million of 3.875% Environmental Facilities RefundiRevenue Bonds (Indianapolis Power & Light Company
Project) due August 2021. IPL issued $95.0 miléggregate principal amount of first mortgage bdondbe IFA at
3.875% to secure the loan of proceeds from thesevies of bonds issued by the IFA. Proceeds oétheads were
used to retire $40.0 million of existing 5.75% Ifist mortgage bonds, and for the constructiontaithetion and
equipping of pollution control facilities, solid st disposal facilities and industrial developnm@ojects at IPL's
Petersburg Generating Station.
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6. PENSION AND OTHER POSTRETIREMENT BENEFITS

The following tables present information relatinghie Employees’ Retirement Plan of Indianapolis/@o& Light
Company and the Supplemental Retirement Plan démagbolis Power & Light Company (“Pension Plansgijjich
are combined and shown as Pension Benefits. Tlawfolg tables also present information relatin@tiher
Postretirement Benefits:

Other
Pension Postretirement
Benefits Benefits

(In Thousands)
Net funded status of plans:

Net funded status at December 31, 2010, before tagjustments $ (194,797) $ (4,991)
Net benefit cost components reflected in net furetatlis during first quarter:
Service cost (1,809) (94)
Interest cost (7,957) (65)
Expected return on assets 8,042 -
Employer contributions during quarter 5,646 12
Net funded status at March 31, 2011, before tax adtments $ (190,875) $ (5,138)
Net benefit cost components reflected in netléahstatus during second quarter:
Service cost (1,808) (95)
Interest cost (7,957) (65)
Expected return on assets 8,042 -
Employer contributions during quarter 7,400 89
Net funded status at June 30, 2011, before tax adjtments $ (185,198) $ (5,209)
Net benefit cost components reflected in net furstatlis during third quarter:
Service cost (1,809) (95)
Interest cost (7,957) (64)
Expected return on assets 8,042 -
Employer contributions during quarter 16,900 20
Net funded status at September 30, 2011, before tagjustments $ (170,022) $ (5,348)
Regulatory assets (liabilities) related to pensiofs®:
Regulatory assets at December 31, 2010, before &djustments $ 242,941 % (7,570)
Amount reclassified through net benefit cost:
Amortization of prior service credit/(cost) (1,086) 79
Amortization of net actuarial gain/(loss) (3,326) 42
Regulatory assets (liabilities) at March 31, 201hefore tax adjustments $ 238,529 $ (7,449)
Amount reclassified through net benefit cost:
Amortization of prior service credit/(cost) (1,087) 78
Amortization of net actuarial gain/(loss) (3,327) 43
Regulatory assets (liabilities) at June 30, 2011efore tax adjustments $ 234,115 $ (7,328)
Amount reclassified through net benefits cost:
Amortization of prior service credit/(cost) (18)8 79
Amortization of net actuarial gain/(loss) (3,326) 43
Regulatory assets (liabilities) at September 30, 20, before tax adjustments ~ $ 229,703 $ (7,206)

@ 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 bengdéreses 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 coradi

For the Three Months For the Nine Months
Ended September 30, Ended September 30,
2011 2010 2011 2010

(In Thousands)
Components of net periodic benefit cost:

Service cost $ 1,809 g 1,648 $ 5426 $ 4,942
Interest cost 7,957 7,892 23,871 23,685
Expected return on plan assets (8,042) (7,311) (24,126) (21,939)
Settlement loss recogniz® - - - 204
Amortization of priorservice cos 1,08¢ 86¢ 3,25¢ 2,607
Amortization of actuarial loss 3,326 2,959 9,979 8,879
Net periodic benefit cost $ 6,136 $ 6,057 $ 18,409 $ 18,378

@ Includes $204,000 settlement loss as a resulturhg sum distribution paid out of the Supplememhsion Plan for the nine months ended
September 30, 2010.

Other Postretirement Employee Benefits and Expense

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,
2011 2010 2011 2010

(In Thousands)
Components of net periodic benefit cost:

Service cost $ 9% 3 87 $ 284 % 260
Interest cost 64 70 194 212
Amortization of prior service crel (79) (78) (236 (239
Amortization of actuarial gain (43) (44) (128) (132)
Net periodic benefit cost $ 37 % 35 $ 114  $ 107

7. COMMITMENTS AND CONTINGENCIES
Legal Loss Contingencies

IPL is a defendant in approximately fifty pendimgvsuits alleging personal injury or wrongful destdmming
from exposure to asbestos and asbestos contairodggis formerly located in IPL power plants. IPAstbeen
named as a “premises defendant”, which meanshatlid not mine, manufacture, distribute or instsbestos or
asbestos containing products. These suits havelyeaght on behalf of persons who worked for carttnes or
subcontractors hired by IPL. IPL has insurance tini@y cover some portions of these claims; culyetiibse
cases are being defended by counsel retained lusansurers who wrote policies applicable topkeiod of time
during which much of the exposure has been alleged.

It is possible that material additional loss widlyard to the asbestos lawsuits could be incurrethigtime, an
estimate of additional loss cannot be made. IPLsk#ted a number of asbestos related lawsuitarfayunts which,
individually and in the aggregate, were not matéadPL's or IPALCO'’s results of operations, findal condition,
or cash flows. Historically, settlements paid oh'#behalf have been comprised of proceeds fromasnaore
insurers along with comparatively smaller contribng by IPL. Additionally, approximately 40 casesresdropped
by plaintiffs in 2010 without requiring a settlemeWe are unable to estimate the number of, trecetif, or losses
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or range of loss which are reasonably possible ffarpending lawsuits or any additional asbestds.su
Furthermore, we are unable to estimate the podi@settlement amount, if any, that may be paidhfany
insurance coverage for any known or unknown claiwesordingly, there is no assurance that the pendimany
additional suits will not have a material adverfea on IPALCO's results of operations, finanataindition, or
cash flows.

IPL has been, and will continue to be, subjecbtdine audits with respect to its compliance wipplecable
reliability standards. In March 2010, one of theREE=certified reliability organizations responsilfibe developing
and maintaining reliability standards, Reliabitgst Corporation (“RFC”), conducted a compliance aoditPL's
operations. In July 2010, RFC issued a Complianegit®Report to IPL in which it alleged certain Pibs
Violations of reliability standards. IPL entereddra Settlement Agreement with RFC, which has lzggmoved by
both NERC and FERC, and agreed to a $70,000 settiepayment pursuant to the terms of the Settlement
Agreement. IPL is in the process of implementingjgation plans for each of the alleged violatioslsp pursuant
to the terms of the Settlement Agreement.

In addition, IPALCO and IPL are involved in litigah arising in the normal course of business. Wihikeresults 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. Amouatsrued or
expensed for legal or environmental contingencigiectively during the periods covered by this regaave not
been material to the Financial Statements.

Environmental Loss Contingencies

We are subject to various federal, state, regiandllocal environmental protection and health afdtg laws and
regulations governing, among other things, the gaima, storage, handling, use, disposal and tiateton of
hazardous materials; the emission and discharpazrdous 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, jerevocation
and/or facility shutdowns. We cannot assure thahaxee been or will be at all times in full compl@with such
laws, regulations and permits.

New Source Review

In October 2009, IPL received a Notice of ViolatigNOV”) and Finding of Violation from the U.S.
Environmental Protection Agency (“EPA”) pursuanthe U.S. Clean Air Act (“CAA") Section 113(a). TINOV
alleges violations of the CAA at IPL’s three prinhacoal-fired electric generating facilities dagiback to 1986.
The alleged violations primarily pertain to they@stion of significant deterioration and nonattagnmnNew Source
Review requirements under the CAA. Since receitimgletter, IPL management has met with the EPf sta
regarding possible resolutions of the NOV. At tiiise, we cannot predict the ultimate resolutiothi$ matter.
However, settlements and litigated outcomes oflaingiases have required companies to pay civil liesainstall
additional pollution control technology on coalefit electric generating units, retire existing gatirg units, and
invest in additional environmental projects. A danioutcome in this case could have a material ahpa our
business. We would seek recovery of any operatirggpital expenditures related to air pollutionttoh
technology to reduce regulated air emissions; hewekere can be no assurances that we would lsessfal in
that regard.

Contractual Contingency

Under IPL’s $40 million interest rate hedge agreetnan event of default by either party, includibgt not limited
to, insolvency of either IPL, the counterpartyttoe insurer of the hedge (Ambac Assurance Corgoratcould
result in the termination of the agreement andotingment of settlement amounts, as defined in theeagent,
between the parties. No such conditions preserift.€lhe fair value of this hedge as of Septen3tgr2011 and
December 31, 2010 was a liability to IPL of approately $13.6 million and $9.4 million, respectively
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8. SALE OF OATSVILLE COAL RESERVE

In June 2011, IPL completed the sale of coal rigimi$ a small piece of land in Indiana (the “Oatev@oal
Reserve”) to Penn Virginia Operating Co., LLC fosae price of $13.5 million. The property had eyiag value
of $0.2 million included in Other Investments oe giccompanying Unaudited Condensed ConsolidatezhBal
Sheets at December 31, 2010. The total gain rezedrin the sale of $13.3 million was included irsd&llaneous
Income and (Deductions) - Net under Other Incone(@@ductions) in the accompanying Unaudited Coadén
Consolidated Statements of Income.

9. INCOME TAXES

On May 10, 2011, the State of Indiana enacted HBilt&004, which phases in over four years a 2%udion to
the state corporate income tax rate. While theitiat state income tax rate remains at 8.5% forl2€@He deferred
tax balances were adjusted in the second quar@ddff according to the anticipated reversal of tenafy
differences. The change in required deferred targglant and plant-related temporary differencaslted in a
reduction of the associated regulatory asset ofZpdilllion. The change in required deferred taxesion-property
related temporary differences which are not prabadicause a reduction in future base customes raseilted in a
tax benefit of $1.1 million.

IPALCO's effective combined state and federal inediax rate was 38.2% for the nine months endecdeSdgar
30, 2011 as compared to 39.6% for the nine montted September 30, 2010. The rate decrease waaribyithe
result of the $1.1 million state income tax benééscribed above. IPALCO’s effective combined staite federal
income tax rate was 39.6% for the three monthsaSaptember 30, 2011 as compared to 38.6% fohtke t
months ended September 30, 2010. The rate incveserimarily due to a favorable adjustment totthereserve
recorded in the third quarter of 2010.

10. SEGMENT INFORMATION

Operating segments are components of an entefprisenich separate financial information is avaiéabnd 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. The nonutili3tegory primarily includes the IPALCO Notes; appmately
$24.3 million and $8.5 million of nonutility casiné cash equivalents, as of September 30, 2011 andriber 31,
2010, respectively; long-term nonutility investneof $4.6 million and $6.2 million at September 2011 and
December 31, 2010, respectively; and income tamdsrderest related to those items. Nonultility &ssepresented
approximately 1% of IPALCO’s total assets as oft8eber 30, 2011 and December 31, 2010. Net incominé
utility segment was $88.5 million and $100.3 mitlifor the nine month periods ended September 301 26d
2010, respectively, and $34.8 million and $39.3iamlfor the three month periods ended Septembef@01 and
2010, respectively. The accounting policies ofitlentified segments are consistent with those j@sdiand
procedures described in the summary of signifieaobunting policies. Intersegment sales, if ang,gemerally
based on prices that reflect the current markeditions.
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ITEM 1B. DEFINED TERMS

DEFINED TERMS

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

1995B Bonds

2010 Form 10-K

2011 IPALCO Notes

2018 IPALCO Notes

AES

ASC

BTA

CAA

CPCN

CSAPR

CWA

EPA

FASB

The Financial Statements

IFA

IPALCO

IPL

IURC

kWh

MW

MACT
Midwest ISO
NOV

Order 1000

Pension Plans

RFC

$40 Million City of Petersburg, IndiaRallution Control Refunding
Revenue Bonds Adjustable Rate Tender SecuritigesSE995B,
Indianapolis Power & Light Company Project
IPALCO'’s Annual Report on Form 10 the year ended December 31,
2010
$375 million of 8.625% (origiraupon 7.625%) Senior Secured Notes due
November 14, 2011
$400 million Aggregate Principahount of 5.00% Senior Secured Notes
due 2018
The AES Corporation
Financial Accounting Standards Board Accounstandards Codification
Best Technology Available
U.S. Clean Air Act
Certificate of Public Convenience and Necgssit
U.S. Cross-State Air Pollution Rule
U.S. Clean Water Act
U.S. Environmental Protection Agency
Financial Accounting Standards Board
The Unaudited Condenseddlidated Financial Statements of IPALGO
“Item 1. Financial Statementshcluded in Part | — Financial Information
of this Form 10-Q
Indiana Finance Authority
IPALCO Enterprises, Inc.
Indianapolis Power & Light Company
Indiana Utility Regulatory Commission
Kilowatt hours
Megawatt
Maximum Achievable Control Technology
Midwest Independent Transmission SysBperator, Inc.
Notice of Violation
Federal Energy Regulatory CommissioalFule on Transmission
Planning and Cost Allocation by Transmission Owrang Operating
Public Utilities
Employees’ Retirement Plan of IngialisPower & Light Company and
Supplemental Retirement Plan of Indianapolis Pa&vkight Company
ReliabilityFirst Corporation

-18 -



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 includ8tém 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, 9éam 1B. Defined Termsincluded in Part | — Financial Information of this
Form 10-Q.

RESULTS OF OPERATIONS

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

Comparison of three months ended September 30, 204hd three months ended September 30, 2010
Utility Operating Revenues

Utility operating revenues during the three morghded September 30, 2011 increased by $14.9 mdbompared
to the same period in 2010, which resulted fromfefiewing changes (dollars in thousands):

Three Months Ended

September 30, Percentage
2011 2010 Change Change
Utility Operating Revenues:
Retail Revenues $ 307,011 $ 292,741 % 14,270 4.9%
Wholesale Revenues 5,560 02B, (2,461) (30.7)%
Miscellaneous Revenues 7,979 4,913 3,066 62.4%
Total Utility Operating Revenues $ 320,550 $ 305,675 $ 14,875 4.9%
Heating Degree Days:
Actual 82 19 63 331.6%
30-year Average 81 81
Cooling Degree Days:
Actual 1,034 1,082 (48 (4.4)%
30-year Average 725 257

The $14.3 million increase in retail revenues waarily due to a 6.5% increase in the weighted-age price per
kilowatt hours (“kWh”) sold ($17.7 million), partig offset by a 1.5% decrease in the volume of k¥dhd ($3.4
million). The $17.7 million increase in the weigtitaverage price of kWh sold was primarily due ®1&.5 million
increase in fuel revenues. We believe the $3.4anilllecrease in the volume of electricity sold wemarily due to
the milder temperatures in our service territor@11 (as demonstrated by the 4% decrease in goddigree
days), as well as local economic conditions. Th& $3llion decrease in wholesale revenues was pifyrdue to a
26.0% decrease in the quantity of kWh sold ($2lian), which was primarily due to an increase mscheduled
outages and major generating unit overhauls. Thi i$8lion increase in miscellaneous revenues wangrily due
to increases in pole attachment rental revenu&4.6f million and MISO transmission revenues of $hiflion,

both resulting primarily from changes in the estiedarevenue accruals related to prior periods.

-19 -



Utility Operating Expenses

The following table illustrates our primary openatiexpense changes from the three months endedrstegt 30,
2010 to the three months ended September 30, 201iiljons):

Operating expenses for the three months ended Septber 30, 2010 $ 253.4

Increase in purchased power costs 9.2
Increase in fuel 5.3
Increase in maintenance costs 4.4
Decrease in income taxes — net (2.0)
Other miscellaneous variances — individually immiate 1.8

Operating expenses for the three months ended Septber 30, 2011 $ 272.1

The $9.2 million increase in purchased power casts primarily due to a 189% increase in the volaigower
purchased during the period ($18.3 million), priityadue to an increase in unscheduled outages ajdrm
generating unit overhauls. This increase was pigroffset by a 25% decrease in the market pricpafer
purchased ($8.8 million).

The $5.3 million increase in fuel costs was priyadiue to a 9% increase in the price per ton of e@aconsumed
during the comparable periods ($6.9 million) arbab million increase in deferred fuel costs asréseilt of
variances between estimated fuel and purchasedrpmsts in our fuel adjustment charges and actedlgnd
purchased power costs. These increases were |yaofiset by an $8.1 million decrease in the qugrdf fuel
consumed due primarily to a decrease in total et#gt sales volume in the comparable periods.

Maintenance expenses for the three months endadr8leer 30, 2011 increased $4.4 million or 17.1%pmared to
the same period in 2010 due to an increase in ng@joerating unit overhauls. We expect maintenarperees to
continue to be higher through the end of 2011 arDil3 as we continue to perform major generatimg u
overhauls and implement a plan to increase thd dweaintenance activities on our five largestldoad
generating units to correct reliability problemseuantered in the past two years as described i2@1L0 Form 10-
K under ‘Operating Excellenceincluded in“ltem 7. Management’s Discussion and Analysis ofdricial
Condition and Results of Operations.”

The $2.0 million decrease in income taxes — netprasarily due to a decrease in pretax net opegatinome for
the reasons previously described. IPALCO'’s effectiombined state and federal income tax rates 8&6% for
the three months ended September 30, 2011 as cedmaB8.6% for the three months ended Septemh&030@
(as discussed in Note 9ntome Taxégo the Financial Statements).

Other Income and Deductions

Other income and deductions decreased $2.3 mitliothe three months ended September 30, 2011mpared to
the same period in 2010. This decrease is primdtityto an impairment recorded on a minority owmers
investment of $1.6 million in August 2011.

Interest and Other Charges

Interest and other charges decreased $2.4 millioingl 2011 primarily due to lower interest on lotegm debt due

to the refinancing of $375 million of 8.625% 20PALCO Notes with $400 million of 5.00% 2018 IPALObtes
in May of 2011.
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Comparison of nine months ended September 30, 20afd nine months ended September 30, 2010
Utility Operating Revenues

Utility operating revenues during the nine monthdedl September 30, 2011 increased by $20.9 mitonpared
to the same period in 2010, which resulted fromftlewing changes (dollars in thousands):

Nine Months Ended

September 30, Percentage
2011 2010 Change Change
Utility Operating Revenues:
Retail Revenues $ 837,767 $ 803,556 $ 34,211 4.3%
Wholesale Revenues 34,149 |1,59 (17,449) (33.8)%
Miscellaneous Revenues 17,742 3,605 4,137 30.4%
Total Utility Operating Revenues $ 889,658 $ 868,759 $ 20,899 2.4%
Heating Degree Days:
Actual 3,296 3,216 80 2.5%
30-year Average 3,505 3,505
Cooling Degree Days:
Actual 1,466 1,593 a2y (8.0)%
30-year Average 1,027 1,027

The increase in retail revenues was due to a m@tease in the weighted average price per kWh(§itl.2
million), partially offset by a 1.9% decrease ie ttolume of kWh sold ($12.0 million) and a nonremg charge
against retail revenues related to prior perio@sQ#nillion). The $51.2 million increase in the ghied average
price of kWh sold was primarily due to a $44.8 moillincrease in fuel revenues. We believe the $&litbn
decrease in the volume of electricity sold was prity due to milder temperatures in our serviceitiny in 2011
(as demonstrated by the 8.0% decrease in cooliggedalays), as well as local economic conditiohg ¥17.4
million decrease in wholesale revenues was prigdrk to a 32.3% decrease in the quantity of kWih (k16.7
million), which was primarily due to an increaseuimscheduled outages and major generating unihaws. The
$4.1 million increase in miscellaneous revenuesprasarily due to increases in MISO transmissiorerales of
$1.6 million and pole attachment rental revenue®1o6 million, both resulting primarily from chargim the
estimated revenue accruals related to prior periods

Utility Operating Expenses

The following table illustrates our primary opengtiexpense changes from the nine months endedriset&0,
2010 to the nine months ended September 30, 2@Ttifions):

Operating expenses for the nine months ended Septber 30, 2010 $ 728.9

Increase in purchased power costs 23.4
Increase in fuel costs 11.8
Increase in maintenance expenses 10.8
Increase in other operating expenses 4.6
Decrease in income taxes — net (13.9)
Other miscellaneous variances — individually immiate 3.7

Operating expenses for the nine months ended Septbar 30, 2011 $ 769.3
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The $23.4 million increase in purchased power ceats primarily due to a 143% increase in the volwfngower
purchased during the period ($35.0 million), priityadue to an increase in unscheduled outages ajdrm
generating unit overhauls. This increase was pigroffset by a 12% decrease in the market pricpafer
purchased during the period ($11.3 million).

The $11.8 million increase in fuel costs is priryadue to (i) a 15% increase in the price per tboaal we
consumed during the comparable periods ($31.7anjlli(ii) increases in the price of oil and gassumed ($2.5
million); and (iii) a $1.7 million increase in defed fuel costs as the result of variances betvesémated fuel and
purchased power costs in our fuel adjustment clsegigd actual fuel and purchased power costs. Thessases
were partially offset by a $23.9 million decreasetie quantity of fuel consumed due primarily tdezrease in total
electricity sales volume in the comparable periods.

Maintenance expenses for the nine months ende@®@bpt 30, 2011 increased $10.8 million or 13.4%pamed to
the same period in 2010 primarily due to an inagéasmajor generating unit overhauls. We expechisaiance
expenses to continue to be higher through the €861l and in 2013 as we continue to perform mg@nerating
unit overhauls and implement a plan to increaséethel of maintenance activities on our five latgesal fired
generating units to correct reliability problemgeuantered in the past two years as described i2@1L0 Form 10-
K under ‘Operating Excellenceincluded in“ltem 7. Management’s Discussion and Analysis ofdricial
Condition and Results of Operations.”

Other operating expenses for the nine months eSdptember 30, 2011 increased $4.6 million or 3.b%pared
to the same period in 2010 primarily due to anéase of $3.2 million in expenses on demand sideageanent
programs versus the comparable period. These expans recoverable through retail rates, and &setdfy an
increase in retail revenues for demand side manexepnograms.

The $13.9 million decrease in income taxes — natpvanmarily due to a decrease in pretax net opegaticome for
the reasons previously described and, to a legsentethe benefit recorded related to the gradeateases in
enacted Indiana tax rates from 8.5% to 6.5% beg@aduly 1, 2012 through July 1, 2015 which areprobable to
cause a reduction in future base customer ratéd.@P'’s effective combined state and federal incdmerates
were 38.2% for the nine months ended Septembe2®, as compared to 39.6% for the nine months ended
September 30, 2010 (as discussed in Notén@ptne Taxéso the Financial Statements).

Other Income and Deductions

Other income and deductions decreased $2.7 miiothe nine months ended September 30, 2011 apareah to
the same period in 2010. This decrease is primdtityto (i) a $15.4 million loss on early extinduigent of debt
related to the repurchase of the 2011 IPALCO Notetuding a $14.4 million early tender premium gip$0.4
million of higher impairment recorded on a minoritynership investment compared to the same peni@®10.
These decreases were partially offset by (i) a%t8llion gain on sale of our Oatsville coal resefas discussed in
Note 8, ‘Sale of Oatsville Coal Reseivte the Financial Statements) and (ii) a $0.6 ianllincrease in the
allowance for equity funds used during constructiera result of increased construction activity.

Interest and Other Charges
Interest and other charges decreased $3.5 millicimgl 2011 primarily due to (i) lower interest amy-term debt
of $3.0 million due to the refinancing of $375 naifi of 8.625% 2011 IPALCO Notes with $400 millioh500%

2018 IPALCO Notes in May of 2011 and (ii) a $0.8limn increase in the allowance for borrowed funded
during construction as a result of increased canstn activity.
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LIQUIDITY AND CAPITAL RESOURCES

As of September 30, 2011, we had unrestricted aadttash equivalents of $50.3 million. As of Sefiten80,
2011, we also had available borrowing capacity2ff%3 million under our $250.0 million committed/oédving
credit facilities after outstanding borrowings, stig letters of credit and liquidity support ftiet1995B Bonds. All
of IPL’s long-term borrowings must first be apprdvgy the IURC and the aggregate amount of IPL'ststeom
indebtedness must be approved by the FERC. Wedmeval from FERC to borrow up to $500 millionsbfort-
term indebtedness outstanding at any time throuh2¥, 2012. As of September 30, 2011, we als@hav
remaining authority from the IURC through Decem®g&y 2013 to, among other things, issue up to $1d®mof
additional long-term debt and refinance up to $23illion in existing indebtedness, and to havaa250

million of long-term credit agreements and liquydiacilities outstanding at any one time. We alawéhrestrictions
on the amount of new debt that may be issued duerttsactual obligations of AES and by financialepant
restrictions under our existing debt obligationse @6 not believe such restrictions will currentéydlimiting factor
in our ability to issue debt in the ordinary couo$@rudent business operations.

We believe that existing cash balances, cash gekeftmm operating activities and borrowing capaoit our
committed credit facilities will be adequate foe tforeseeable future to meet anticipated operatipgnses,
interest expense on outstanding indebtedness rimgwapital expenditures and to pay dividends ESASources
for principal payments on outstanding indebted@@ssnonrecurring capital expenditures are expedoctbe
obtained from: (i) existing cash balances; (ii)icgenerated from operating activities; (iii) boring/capacity on
our committed credit facilities; and (iv) additidrigebt financing. In addition, due to the uncertaiof future
environmental regulations (see “Environmental Matle it is possible, but not certain, that equiipital may also
be used as a funding source.

IPALCO'’s Senior Secured Notes

In May 2011, IPALCO completed the sale of $400 imillaggregate principal amount of 5.00% Senior 8&tu
Notes due 2018 (2018 IPALCO Notes”) pursuant tdeRLA4A and Regulation S under the Securities Ad1983,
as amended. The 2018 IPALCO Notes were issued goirso an Indenture dated May 18, 2011, by and dsetw
IPALCO and The Bank of New York Mellon Trust Compail.A., as trustee. These notes will be exchariged
new notes with identical terms and like principadcaunts, which are registered with the SecuritiesBExchange
Commission, pursuant to a registration statemeritam S-4 declared effective in November 2011.dnnection
with this issuance, IPALCO conducted a tender dffelepurchase for cash any and all of IPALCO’sithe
outstanding $375 million of 8.625% (original coupbB25%) Senior Secured Notes due November 14, 2011
(“2011 IPALCO Notes”). As a result, IPALCO no lonrdeas indebtedness with an interest rate that @swadge to
changes in its credit ratings, although IPL’s créattilities continue to have certain fees that baraffected by its
credit ratings. Additionally, IPALCO no longer hasy debt with financial ratio maintenance covenaaithough
its articles of incorporation continue to contdie same financial ratios restricting dividend pagteend
intercompany loans to AES as were included in ®EIAPALCO Notes.

The 2018 IPALCO Notes were priced to the publie&B27% of par. Net proceeds to IPALCO were $394.7
million after deducting underwriting costs and thecount. These costs and other related finanaistsare being
amortized through 2018 using the effective intemsthod. We used the net proceeds to repurchaséth
outstanding 2011 IPALCO Notes through the tendfara@ind to subsequently redeem all of the remai@bigL
IPALCO Notes not tendered in the second quart@04flL. A portion of the proceeds were also usedayotipe early
tender premium of $14.4 million and other fees aexgenses related to the tender offer and the retiempf the
2011 IPALCO Notes, as well as other fees and exgeradated to the issuance of the 2018 IPALCO Ndtes
total loss on early extinguishment of debt of $1fBillion was included as a separate line item witBither Income
and Deductions in the accompanying Unaudited Cosetk€onsolidated Statements of Income.

The 2018 IPALCO Notes are secured by the Compapigidge of all of the outstanding common stock af. [Phe
lien on the pledged shares will be shared equalliyratably with IPALCO'’s existing senior securedas IPALCO
has entered into a Pledge Agreement SupplementTfigiBank of New York Mellon Trust Company, N.As, a
Collateral Agent, dated May 18, 2011 to the Plefigeeement between IPALCO and The Bank of New York
Mellon Trust Company, N.A. as successor CollatAggnt dated November 14, 2001.
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IPL First Mortgage Bonds

In September 2011, the Indiana Finance AuthoritiyA") issued on behalf of IPL an aggregate printg@ount of
$55.0 million of 3.875% Environmental Facilities\Raue Bonds (Indianapolis Power & Light Companyj&ut)
due August 2021. Also in September 2011, the I8 on behalf of IPL an aggregate principal amo@f0.0
million of 3.875% Environmental Facilities RefundiRevenue Bonds (Indianapolis Power & Light Company
Project) due August 2021. IPL issued $95.0 miléggregate principal amount of first mortgage bdondbe IFA at
3.875% to secure the loan of proceeds from thesevies of bonds issued by the IFA. Proceeds oétheads were
used to retire $40.0 million of existing 5.75% Ifist mortgage bonds, and for the constructiontaithetion and
equipping of pollution control facilities, solid st disposal facilities and industrial developn@ojects at IPL's
Petersburg Generating Station.

Capital Requirements
Capital Expenditures

Our construction program is composed of capitakaritures necessary for prudent utility operatiand
compliance with environmental laws and regulati@isng with discretionary investments designedrtprove
overall performance. Our capital expenditures &atéi165.7 million and $94.9 million for the nine mtos ended
September 30, 2011 and 2010, respectively. Corigtruexpenditures during the first nine months 012 and
2010 were financed primarily with internally gerteidicash provided by operations, a portion of gtepnoceeds
from the $95 million of IFA bonds described abossuied in September 2011, and federal grants fds I®Mart
Energy Projects.

Our capital expenditure program, including develeptand permitting costs, for the three year pe2iotil-2013 is
currently estimated to cost approximately $489ianill including amounts already spent in the fiigsermonths of
2011. It includes approximately $184 million fordgtibns, improvements and extensions to transnmsaia
distribution lines, substations, power factor anttage regulating equipment, distribution transfersnand street
lighting facilities. The capital expenditure progralso includes approximately $244 million for poyeéant related
projects (including $64 million for constructionggects designed to reduce sulfur dioxide); $3liamlfor IPL's
Smart Energy Projects; and $30 million for otheserilaneous equipment. The majority of the expenett for
construction projects designed to reduce sulfuxidand mercury emissions are recoverable thrgurigdictional
retail rate revenue through our ECCRA filings, sabjto regulatory approval. These estimates danctide any
additional amounts we may be required to spendimection with resolution of the NOV described in
“Environmental Matters” and, due to the uncertaiotyuture environmental regulations, they alsandbinclude
any costs related to compliance with other potéfiiare regulations such as those described irvitenmental
Matters” nor any costs for new generation that migghrequired when existing units are retired.
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Contractual Cash Obligations

The 2010 Form 10-K contains a table, which detailscontractual cash obligations. Significant ctemip our
contractual cash obligations since December 310 2@dude the addition of $400 million of 5.00% 8®rSecured
Notes due 2018 and the removal of $375 million 201 for the 2011 IPALCO Notes. Skeéquidity and Capital
Resources — IPALCO’s Senior Secured Notdsve for further details. Interest and long-telebt obligations as
of September 30, 2011, including a correction tergst expense from how it was presented in th@ Eotm 10-K,
is as follows:

Payment due

Less Than 1 1-3 3-5 More Than
Total Year Years Years 5 Years
(In Millions)
Long-term debt $1,7927 $ 0.0 $110.0 $ 171.9 $1,510.8
Interest obligatiorfy $1,1926  $103.5 $202.1 $191.3 $ 6957

@ Represents interest payment obligations relatdised and variable rate debt. Interest relatedaigable rate debt is calculated using
the rate in effect at September 30, 2011.

Common Stock Dividends

All of IPALCO'’s outstanding common stock is owneg AES. During the first nine months of 2011 and @0de
paid $56.8 million and $60.3 million, respectiveily dividends to AES. Future distributions will determined at
the discretion of our board of directors and wépend primarily on dividends received from IPL. idands from
IPL are affected by IPL’s actual results of openagi, financial condition, cash flows, capital regmients,
regulatory considerations, and such other factei®h’'s board of directors deems relevant.

Pension Funding

We contributed $29.9 million and $23.1 million teetPension Plans during the first nine months afi2énd 2010,
respectively. Funding for the qualified EmployeBgtirement Plan of Indianapolis Power & Light Comypés
based upon actuarially determined contributionstiiee into account the amount deductible for inedax
purposes and the minimum contribution required uldeployee Retirement Income Security Act of 19441,
amended by the Pension Protection Act of 2006,edksas consideration of targeted funding levelsassary to
meet certain thresholds. Management does not dlyrexpect any of the pension assets to be retuiméell
during 2011.

Regulatory Matters
Environmental Compliance Cost Recovery Adjustment

On July 7, 2011, the IURC approved IPL’s modifioatpf its Certificate of Public Convenience and &bsity for
the construction cost estimates of the Petersbuig4dJ-lue Gas Desulfurization Enhancements prajsctet forth
in Cause No. 42170 ECR 16 S1. The modification ava$8.1 million increase of the project budget1@&%0
million. The order also made final the IURC's interapproval of IPL’s environmental compliance crastovery
adjustment.

Tree Trimming Practices Investigation

On July 7, 2011, the IURC issued an additional trieeming order which did not provide the relief were
seeking, but clarified utility customer notice r@g@ments and the relationship of the order to prigpéghts and
tariff requirements. It also clarified that in cas# emergency or public safety, utilities may,heiit customer
consent, remove more than 25% of a tree or trinobeé\existing easement or right of way boundariagioedy the
situation. The IURC is currently in the procespaimulgating formal rules to implement the ord@L land other
interested parties are participating in this rulkimg process. It is not possible to predict theconte of the
rulemaking process, but this could significantlgrease our vegetation management costs and threafost
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defending our vegetation management program galiibn, which could have a material impact on amsolidated
financial statements.

Wind Power Purchase Agreements

IPL is committed under a power purchase agreenogoiitchase approximately 100 MW of wind generated
electricity through 2029 from a wind project in lada. IPL is also committed under another agreemeeptirchase
approximately 200 MW of wind generated electriggr year for 20 years from a project in Minnesataich
began commercial operation in October, 2011. IPiegally has authority from the IURC to recover tlosts for
both of these agreements through an adjustmentaneeh administered within IPL’s fuel adjustmentusle.

FERC Order 1000

On July 21, 2011, the FERC issued Order 1000, amgrtde transmission planning and cost allocation
requirements established in Order No. 890. Thrabgter 1000, the FERC: (1) requires public utilitgrtsmission
providers to participate in a regional transmisgtanning process and produce a regional transomiggan; (2)
requires public utility transmission providers toend their open access transmission tariffs tordesbow public
policy requirements will be considered in local aadional transmission planning processes; (3) vesnthe
federal right of first refusal for certain transsitn facilities; and (4) seeks to improve coordmabetween
neighboring transmission planning regions for irggional facilities.

The Midwest ISO’s approved tariff in part alreadymplies with Order 1000. However, Order 1000 vabult in
changes to transmission expansion costs charg@&d toy the Midwest 1ISO. Such changes relate toipyialicy
requirements for transmission expansion withinNtéwest 1ISO footprint, such as to comply with reradohe
mandates of other states within the footprint. Bhasarges are difficult to estimate, but are exqubtd be material
to IPL within a few years, however, it is probalidef not certain, that these costs will be recdverssubject to
IURC approval. Through September 30, 2011, IPLd&srred as a regulatory asset $2.3 million of MidtdSO
transmission expansion costs.

Environmental Matters

We are subject to various federal, state, regiandllocal environmental protection and health afdtg laws and
regulations governing, among other things, the gaima, storage, handling, use, disposal and tiateton of
hazardous materials; the emission and discharpazrdous and other materials into the environnzamt;the
health and safety of our employees. These lawseguations 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, [ter@vocation
and/or facility shutdowns.

The combination of existing and expected environaderegulations make it likely that we will retiseveral of our
existing, primarily coal-fired, smaller and oldesrgrating units within the next several years. €hgsts are not
equipped with the advanced environmental contiairielogies needed to comply with expected reguiatiand
collectively make up less than 15% of our net eileity generation over the past five years. Weametinuing to
evaluate available options for replacing this gatien, which includes building new units, purchgsaxisting
units, joint ownership of generating units, purdéhg®lectricity in the wholesale market, or somenbation of
these options. There is currently an excess ofaigpia the MISO footprint. While this excess haseh projected to
remain for several years, MISO is currently reviegvtheir assessment. Our decision on which replanepptions
to pursue will be impacted by EPA'’s final Utilitydimum Achievable Control Technology (“MACT”) ruleshich
is expected to be released in the fourth quart@0afl, as well as the ultimate timetable for impdamation of the
rule. We will seek and expect to recover our castociated with replacing the retired units, buassurance can
be given as to whether the IURC would approve sudquest.

From time to time IPL is subject to enforcementad for claims of honcompliance with environmengals and

regulations. IPL cannot assure that it will be ®sstul in defending against any claim of nonconmuléa However,
other than the NOV from the EPA (seéew Source Reviéwelow), we do not believe any currently open
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environmental investigations will result in finesterial to our results of operations, financialdition, or cash
flows.

Under certain environmental laws, we could be hesghonsible for costs relating to contaminatioawatpast or
present facilities and at third party waste dispegas. We could also be held liable for humanasxpe to such
hazardous substances or for other environmentahdan©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 ourdsssiresults 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 Giems” included in our 2010 Form 10-K.

New Source Review

In October 2009, IPL received an NOV and Findin/@flation from the EPA pursuant to the CAA SectbiB(a).
The NOV alleges violations of the CAA at IPL’s terprimarily coal-fired electric generating fac#isi dating back
to 1986. The alleged violations primarily pertairtie prevention of significant deterioration amhattainment
New Source Review requirements under the CAA. Siaceiving the letter, IPL management has met thi¢h
EPA staff regarding possible resolutions of the N@Y¥this time, we cannot predict the ultimate teton of this
matter. However, settlements and litigated outcoafiesmilar cases have required companies to paypgnalties,
install additional pollution control technology onal-fired electric generating units, retire exigtgenerating units,
and invest in additional environmental projectssidilar outcome in this case could have a matériphct on our
business. We would seek recovery of any operatirggpital expenditures related to air pollutionttoh
technology to reduce regulated air emissions; hewekere can be no assurances that we would lsessfal in
that regard.

Cross-State Air Pollution Rule (formerly known dsdb Air Interstate Rule)

On July 6, 2011, the EPA announced a new rulewiiletequire the further reduction of S@nd NQ emissions
from power plants in 27 states, including Indiathat contribute to ozone and/or fine particle ptidia in other
states. This rule replaces the Clean Air InterdRatle that was remanded by the D.C. Circuit CotiAmpeals in
2008. This rule, which was formerly identified iroposed regulations as the “Clean Air TransporeRahd is now
known as the U.S. Cross-State Air Pollution RuleAPR”), requires initial compliance by JanuargQ12 for
SO, and annual NQreductions, and May 1, 2012 for ozone season tieahsc If fully implemented in January
2014, the rule would require $®mission reductions of 73% and N@ductions of 54% from 2005 levels. The
new CSAPR was published in the Federal Registé&ugust 8, 2011. Currently, IPL plans to operatevimasly-
installed pollution control equipment, use low-sul€oal, and purchase allowances when necessapniply with
CSAPR. SQand NQ allowance prices are currently expected to beifsigntly higher for the next few years.
Because Sg@allowances are not recoverable, our allowanceresgeould be material if we need to purchase them.
We are unable to predict whether or not we willtheeepurchase allowances as this will be signifiyaimpacted
by energy demand, wholesale prices and generatimgaliability. This rule also has the effect atreasing our
costs to produce electricity, which will have a atdge impact on our wholesale sales volumes andjimsr

Clean Air Act and Hazardous Air Pollutants

As noted in our 2010 Form 10-K, as a result of pEBA determinations and a D.C. Circuit Court rglithe EPA is
obligated under Section 112 of the CAA to develapla requiring pollution controls for hazardous @ollutants,
including mercury, hydrogen chloride, hydrogen fide, and nickel species from coal and oil-firedvweo plants.
Section 112 of the CAA requires that the rule dRBMACT standards for each pollutant regulatedarmthe rule.
MACT is defined as the emission limitation achiewsdthe “best performing 12%" of sources in therseu
category. The EPA entered into a consent decreerumich it is obligated to finalize the rule iretfourth quarter
of 2011.

The EPA announced a proposed rule in March 201tiwths published in the Federal Register on May03,12and,
if adopted, would establish national emissionsddiaths for hazardous air pollutants from coal- aifvfired electric
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utility steam generating units. The rule, as cutygmroposed, may require all coal-fired power péato install acid
gas control technology, upgrade particulate comtesices and/or install some other type of mercantrol
technology, such as sorbent injection. The rule alag require installation of new emission moniigrequipment
and/or implementation of additional monitoring mablogies. The EPA is reviewing public commentdten
proposed rule, and such public comments will besictred by the EPA prior to promulgating a findéru

Most of IPL’s coal-fired capacity has acid gas bbxers or comparable control technologies, but apgsed there
are other improvements to such control technoloiesmay be needed at some of our generators.riinel CAA,
compliance is required within three years of tHeaifve date of the rule; however, the complianegqal for a unit,
or group of units, may be extended by state pengitiuthorities (for one additional year) or thrbwg
determination by the President (for up to two adddl years). At this time, we cannot predict thteat of the final
regulations for hazardous air pollutants, but th&t of compliance with any such regulations cowddiaterial. We
would seek recovery of any operating or capitaleexditures related to air pollution control techmypldo reduce
regulated air emissions; however, there can bessorances that we would be successful in thatdegar

National Ambient Air Quality Standards

In September 2009, the EPA announced it would ridenthe 2008 ozone National Ambient Air Quality
Standards (“NAAQS"). In January 2010, the EPA pisgxba rule that would significantly reduce bothghienary
and secondary NAAQS for ozone. The proposed rulddvbave established a primary standard at a lgitkein the
range of 0.060 to 0.070 parts per million (“ppmiidaa cumulative, seasonal secondary standarceaebwithin

the range of 7 to 15 ppm-hours. In September 2Bidsident Obama withdrew the EPA’s proposed finia to
alter the 2008 ozone NAAQS. One of the reasons tijethe President in his decision to withdrawdtendard was
that the CAA required reconsideration of NAAQS evive years, and the ozone NAAQS will be reconsédeas
required by the CAA in 2013. As a result, statel lmagin implementing the 0.075 parts per millicailg ambient
ozone standard. All counties in which we operateeniily meet the 0.075 daily ambient ozone standard

In addition to possible promulgation of new ozotendards, in December 2010, the EPA published pgsed rule
that would rescind the EPA’s earlier interpretatidmeasonable further progress (“RFP”) requiremmdat the 1997
eight-hour ozone NAAQS. It is not clear whethesthile was impacted by the President’s decisiomitiedraw the
ozone NAAQS. If the rule is finalized, states theied on emissions reductions from sources outside
nonattainment area to meet RFP requirements waud to submit new RFP demonstrations. This rulentpki
could impact several states’ attainment deternonatilf Indiana determines that certain areasrare i
“nonattainment” of the NAAQS, Indiana would be ré&qd to develop a plan to reach “attainment” staiusch
may include requiring our generating facilitiesattcept limits to reduce our emissions.

Cooling Water Intake Regulations

We use water as a coolant at our generating fasiliunder the federal Clean Water Act (“CWA”), ing water
intake structures are required to reflect the Besthnology Available (“BTA”) for minimizing adverse
environmental impact. In March 2011, the EPA anmednits proposal for standards to protect fish @her
aquatic organisms drawn into cooling water systatilarge power plants and other industrial faeiitiThe
proposal was published in the Federal Registerpnl 2011. The proposal, based on Section 316(heTCWA
establishes BTA requirements regarding impingemaentality for all existing facilities that withdrawater from a
source water body above a minimum volume and atdizleast 25% of the withdrawn water for coolinggoses.
IPL believes in order to meet these BTA requirerseall cooling water intake structures associatitd @nce
through cooling processes will need to modify tkisting traveling screens and add a fish returntzametling
system for each cooling system. The proposal waldd require owners of facilities that withdrawwéarge
amounts of water to perform comprehensive siteifipestudies during the permitting process and/aymequire
closed-cycle cooling systems (closed-cycle codiawgers), or other technology. The proposal alsal#isthes a
public process, with opportunity for public inpbt; which the appropriate technology to reduce @mmant
mortality would be implemented at each facilityeaftonsidering site-specific factors. Under a cahdecree filed
in the U.S. District Court for the Southern Distra¢ New York, the EPA is required to issue a finde by July 27,
2012. It is not possible to predict the total infgaaf the final rule at this time, but if additidreapital expenditures
are necessary, they could be material. IPL woutd secovery of these capital expenditures; howeterg is no
guarantee we would be successful in that regard.
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Senate Bill 251

In May 2011 Senate Bill 251 became a law in theeStaIndiana. Senate Bill 251 is a comprehensiMeaich,
among other things, provides Indiana utilities vdtmeans for recovering 80% of costs incurred toptyg with
federal mandates through a periodic retail ratasigdjent mechanism. This includes costs to complly wi
regulations from EPA, FERC, NERC, Department ofrggpeetc., including capital intensive requiremestsl/or
proposals described herein and in the IPALCO 20dnFL0-K, such as cooling water intake regulatioveste
management and coal combustion byproducts, wastewtituent, MISO transmission expansion costs and
polychlorinated biphenyls. It does not change exgstegislation that allows for 100% recovery oéah coal
technology designed to reduce air pollutants (SeBdt 29).

Some of the most important features of Senate2Bill to IPL are as follows: Any energy utility indiana seeking
to recover federally mandated costs incurred imeation with a compliance project shall apply te lWRC for a
certificate of public convenience and necessityR@MN") for the compliance project. It sets forthtaér factors that
the IURC must consider in determining whether tngia CPCN. It further specifies that if the IURGpeoves a
proposed compliance project and the projected &iganandated costs associated with the projeetfdahiowing
apply: (i) 80% of the approved costs shall be reced by the energy utility through a periodic fetaie adjustment
mechanism, (ii) 20% of the approved costs shatldferred and recovered by the energy utility as @the next
general rate case filed by the energy utility vith IURC, and (iii) actual costs exceeding the getgd federally
mandated costs of the approved compliance projenidre than 25% shall require specific justificatend
approval before being authorized in the energyjtylsinext general rate case. Senate Bill 251 idgaires the
IURC to adopt rules to establish a voluntary cleaargy portfolio standard program. Such prograrhprdvide
incentives to participating electricity supplieosdbtain specified percentages of electricity frdean energy
sources in accordance with clean portfolio standasls, including requiring at least 50% of theacl@nergy to
originate from Indiana suppliers. The goals cap aks met by purchasing clean energy credits.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO UT MARKET RISK

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

ITEM 4. CONTROLS AND PROCEDURES

We maintain disclosure controls and proceduresatetiesigned to ensure that information requindattdisclosed
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 financaéfficer, of the effectiveness of our “disclosuentrols and
procedures” (as defined in the Exchange Rules B8a}hnd 15-d-15 (e) as required by paragraphf(thyeo
Exchange Act Rules 13a-15 or 15d-15) as of SepteBhe2011. 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 inteouaitrols
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 objectivii@imet.
Further, the design of a control system must réflee fact that there are resource constraintsilzntenefits of
controls must be considered relative to their cdstaddition, any evaluation of the effectivenegsontrols is
subject to risks that those internal controls magdme inadequate in future periods because of elsandusiness
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.
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Based upon the controls evaluation performed, theipal executive officer and principal financificer have
concluded that as of September 30, 2011, our disodocontrols and procedures were effective toigeov
reasonable assurance that material informatiotimgléo us and our consolidated subsidiaries isnabad,
processed, summarized and reported within the piends specified in the Securities and Exchangam@igsion’s
rules and forms and that such information is acdated and communicated to the principal executfiieer and
principal financial officer, as appropriate, tooall timely decisions regarding required disclosures.

Changes in Internal Controls

In the course of our evaluation of disclosure aalstand procedures, management considered cantaimal
control areas in which we have made and are cantinto make changes to improve and enhance conBaked
upon that evaluation, the principal executive @fiand principal financial officer concluded thag¢ite were no
changes in our internal controls over financialor®pg identified in connection with the evaluatimyuired by
paragraph (d) of the Exchange Act Rules 13a-1%dr15 that occurred during the nine months endedefeer
30, 2011 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 —
Liquidity And Capital Resources - Environmental tded,” and Note 7;Commitments and Contingencie the
Financial Statements for a summary of significagal proceedings involving us. We are also sultigemutine
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 Bemn
Form 10-K for the year ended December 31, 2010.

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

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. (REMOVED AND RESERVED)

None.

ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS

Exhibit No. Document

4.1* Fifty-Eighth Supplemental Indenture dated fi8agust 1, 2011.

4.2* Fifty-Ninth Supplemental Indenture dated ag\afjust 1, 2011.

31.1 Certification by Chief Executive Officer recgd 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).

101.INS  XBRL Instance Document (furnished herewistprovided in Rule 406T of Regulation S-T).

101.SCH XBRL Taxonomy Extension Schema Documemhighed herewith as provided in Rule 406T of
Regulation S-T).

101.CAL XBRL Taxonomy Extension Calculation LinklgaBocument (furnished herewith as provided in
Rule 406T of Regulation S-T).

101.DEF XBRL Taxonomy Extension Definition Linkba@ecument (furnished herewith as provided in
Rule 406T of Regulation S-T).

101.LAB XBRL Taxonomy Extension Label Linkbase Dawnt (furnished herewith as provided in Rule
406T of Regulation S-T).

101.PRE

XBRL Taxonomy Extension Presentation LigkbBocument (furnished herewith as provided in
Rule 406T of Regulation S-T).

* Incorporated by reference to IPALCO’s Registratidtatement on Form S-4 filed with the Securitied Bxchange
Commission on October 11, 2011.

-32 -



SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisd¢iport to be
signed on its behalf by the undersigned thereualp authorized.

IPALCO ENTERPRISES, INC.
(Registrant)

Date:  November 3, 2011 /s/ Kelly M.ritington
Kelly M. Huntington
Senior Vice President and Chief Financial Officer
(Principal Financial Officer and Duly Authorized fidfer)

Date:_ November 3, 2011 /sl Kurt A. fiquist
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 Exchange Act of 1934

I, Kenneth J. Zagzebski, 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 statemernts,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 statementsoéimer 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 reipgr;, 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 effectiversdsbe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

(d) Disclosed in this report any change in the reggtsanternal 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 materiffibgted, 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 bkl adversely affect the registrant’s ability to
record, process, summarize and report financiarinétion; 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 3, 2011 /s/ Kenneth J. Zagzebski

Kenneth J. Zagzebski
President and Chief Executive Officer
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Exhibit 31.2

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

I, Kelly M. Huntington, 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 statemernts,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 statementsoéimer 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 reipgr;, 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 effectiversdsbe disclosure controls and procedures, as of
the end of the period covered by this report basesluch evaluation; and

(d) Disclosed in this report any change in 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 materiffibgted, 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 perfogthe equivalent functions):

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

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

Date: November 3, 2011 /s/ Kelly M. Huntington

Kelly M. Huntington
Senior Vice President and Chief Financial Officer
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Exhibit 32

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

The certification set forth below is being subrdtta connection with the Quarterly Report on For@aQ for the
period ended September 30, 2011 (the “Report”jHermpurpose of complying with Rule 13a-14(b) oréribd-
14(b) of the Securities Exchange Act of 1934 anctiSe 1350 of Chapter 63 of Title 18 of the Unitethtes Code.

Kenneth J. Zagzebski, President and Chief Exec@iieer and Kelly M. Huntington, Senior Vice Prdent and
Chief Financial Officer of IPALCO Enterprises, IlEIPALCO"), each certifies that, to the best o lur her

knowledge:
1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchange A
of 1934; and

2. The information contained in the Report fairly mets, in all material respects, the financial cbadiand
results of operations of IPALCO.

Date: November 3, 2011 /s/ Kenneth J. Zagzebski
Kenneth J. Zagzebski
President and Chief Executive Officer

Date: November 3, 2011 /s/ Kelly M. Huntington
Kelly M. Huntington
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.
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