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RE: The application of Kentucky Utilities Company for an Order
Authorizing the Issuance of Securities and the Assumption of
Obligations (Case No. 2007-00024)

Dear Ms. O’Donnell:

Pursuant to Ordering Paragraph No. 8 of the Commission’s Order in the
aforementioned proceeding, Kentucky Utilities Company (“KU”) hereby files
an original and three (3) copies of information related to an issuance under said
Order.

On March 30, 2007, KU borrowed $75 million from Fidelia Corporation in
accordance with the order issued March 19, 2007 in the above-referenced case.
The details of the loan are shown below:

Borrower: Kentucky Utilities Company
Lender: Fidelia Corporation
Amount: $75 million

Maturity Date: March 30, 2037

Interest Rate: 5.86%

Price Paid: 100%

Proceeds: $75 million

Commissions Paid: None

Legal Costs: None

Security for Loan: =~ None
Interest Payments: ~ March 30 and September 30 commencing
September 30, 2007

The proceeds of the loan were used to fund capital projects described in the
application.
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The interest rate was set using the lowest rate quoted to KU at 1.06% above the
yield on the thirty-year treasury bond (4.80%). The supporting price
indications from the investment banks are attached along with a copy of a page
from Bloomberg showing the yield on the treasury bond. The lowest rate
quoted to KU by the investment banks was lower than the average bid quoted to
E.ON A.G. Once again, the supporting price indications are attached. The bids
are summarized in the table below:

KU E.ONAG
Pricing Pricing
Low bid above thirty-year treasury 1.06%
Thirty-year treasury rate 4.80%
All-in cost 5.86%
Average bid above thirty-year treasury 1.21%
Thirty-year treasury rate 4.80%
All-in cost 6.01%

The 106 basis point spread is comparable with recent ten-year debt issuances
from other energy companies with a similar credit rating. (See table below
along with attached support documentation).

Moody's /
Issuer S&P Maturity Spread
Central Hudson Gas &
Electric A2/A 03/23/2037 | + 108 bps
Connecticut Light & Power | A3 /BBB+ | 03/01/2037 | + 110 bps
PECO Energy A2/ A- 03/15/2037 | + 102 bps

Please confirm your receipt of this information by placing the File Stamp of
your Office on the enclosed additional copy and returning it in the envelope
provided. Should you have any questions regarding this transaction or this
information, please contact me or Don Harris at (502)627-2021.

Sincerely,
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Q‘(}L %U&Elf{’aéaf—*
Rick E. Lovekamp

cc:  Dan Arbough
Kendrick Riggs — Stoll - Keenon - Ogden
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