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Ms. Elizabeth O’Donnell e e
Executive Director A
Kentucky Public Service Commission
211 Sower Boulevard

Frankfort, Kentucky 40602 o1

December 28, 2007

RE: The application of Kentucky Utilities Company for an Order
Authorizing the Issuance of Securities and the Assumption of
Obligations (Case No. 2007-00437)

Dear Ms. O’Donnell:

Pursuant to Ordering Paragraph No. 6 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 December 20, 2007, KU borrowed $100 million from Fidelia Corporation in
accordance with the order issued November 1, 2007 in the above-referenced
case. The details of the loan are shown below:

Borrower: Kentucky Utilities Company
Lender: Fidelia Corporation
Amount: $100 million

Maturity Date: December 19, 2014

Interest Rate: 5.45%

Price Paid: 100%

Proceeds: $100 million

Commissions Paid: None

Legal Costs: None

Security for Loan: ~ None

Interest Payments:  June 20 and December 20 commencing June 20,
2008

The proceeds of the loan were used to fund capital projects described in the
application.
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Kentucky Utilities Company
State Regulation and Rates
220 West Main Street

PO Box 32010

Louisville, Kentucky 40232
www.eon-us.com

Rick E. Lovekamp

Manager - Regulatory Affairs
T 502-627-3780

F 502-627-3213

rick.lovekamp @eon-us.com


http://www.eon-us.com
mailto:eon-us.com

Ms. Elizabeth O’Donnell
December 28, 2007

The interest rate was set using the lowest rate quoted to KU at 1.61% above the
yield on the seven-year treasury bond (3.84%). The supporting price
indications from the investment banks are attached along with a copy of pages
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 Pricing E.ON AG Pricing
Low bid above seven-year treasury 1.61%
Seven-year treasury rate 3.84%
All-in cost 5.45%
Average bid above seven-year treasury 1.86%
Seven-year treasury rate 3.84%
All-in cost 5.70%

The 161 basis point spread for this seven year borrowing is comparable to that
of a recent five-year debt issuance from another energy company with a similar
credit rating and favorable to that of recent five and ten-year issuances from
other energy companies with lower ratings. (See table below along with
attached support documentation).

Moody's /
Issuer S&P Maturity Spread
Alabama Power Co. A2/A 12/15/2012 | + 160 bps
Virginia Electric & Power Baal/BBB | 11/30/2012 | + 175 bps
West Penn Power Co. Baa2/BBB+ | 12/15/2017 | + 200 bps
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Ms. Elizabeth O’Donnell
December 28, 2007

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,

Rick E. Lovekamp

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

3/3






SUAHLOYUY NVINHHAT

(i e e sxes Laspad] 87

MR

sihy 1y puasdy wrgy junnsnay

E0) BBy JUBRUSIHGY

Tl .,M:..ub,*.w 513 .v,_._;:::im:@:m..,.‘
Rzt prasly 88

PIOLA a0y

eI R Bt

aey] AsHaLy Yy

SIN3X L iy

(v ¢ TV Jo stuney yag prinaag ssmnssy)
spuof] MRTIITY IS AUSAOC-ST) IIRAASADI]) d0] S Ia Y, Crumang

saniry] Draniay

sanIM ) Aonjuay J0J SWo | Arewuung



51 1123
Hi [N
Gl an7
14 oy
1530 ok
Get aoe
061 LS
Dk (0L
YA T

L06L37T0 (sdgh g (W) aass

FASSEAAT R 4]

AEQT61 700

>£,.‘r,.‘,a£ ‘

N0
T
e
AORGS

uoddnon

DECE oW 151
SBRELIOW 151

Ao 151

i

Fay
SERELIOW 151
SBeBLIOW 151
2BeE3IoW 151
FEUELIOW 151
aBeELIOW 158
obefiyiow 35t

Ayanoag

A |
B
LG

(i

155

Yoil
G108

ViEY

funmy

5

RpLIny g ABrang s<aliosg

sy Auaug ssasfolg

$0SIPT PHLIGIED) L3I

BT T QR RpLIDLd

uehoypgr

ALY eI

LCHIAD

LNELAED
a7y ABI0ET O ANIELIAD

Qa0

UDSIPT PLILLIDINEY 121005 TRy,

i3

319011 1 520 oS weg FAIEFR LY
WE B 10mDd PRUDLY L0/THY0
Zasei

il13Ax1 F0Y] ANLEY

G @ Eiau
A yosn

i} 1807 Ul-py

isckay toeag pornol
{8) vodnos

{sdq) peaads sagoay

ey, Asess ]

SSEaly aolads)ey

Ampanyeys

5]9A8] Alepuodas ajqededwon
pue §uidLid anssL Mau SA1IBDLPUL SBLILAN AYoNlUaY




TRIE g+ R
EAIR £L47S

L4

L %EWS

LU0
BRI UTEG
BE 051+
WOER'E

BL/LL ST

[4Y

i ECTRR )|

{3 G41¢

B ey AT FERCEI
B3 Tk Aty ABARESf
0t aat+ 2%

i Ibts Ly

(L §914 Ly

165+ Y

Lise FEFGD 8y £

15y Lot a0 - £¥

26 LE4H N -y 3%

5 RFED] 00z - £V

{65k LESGD WASET . 00G 8 rAY

i GEL L 2L/60 SMIOR'S A Y Al

G§r 23 LE/S0 BSES o0 W py SEFTR dang op

JUBrLe Samug

sgW4 (V/ 1Y) Ssiipin Apnius) — buidilld anss| MaN oA11ed1pU|




S presd Pa e 1 of 3

Wiedmar, John

From: Heintzen, Liohs

Lioba Heintzen@eon.com)

Sent: Tuesday, December 18, 2007 8:23 At
To: Wiedmar, John

Subject: WG Epread

Von: SCHROEDER, Michael, GBM [mailto:Michael, SCHRCEDER@rbs.com]
Gesendet: Dienstag, 18. Dezember 2007 11:24

An: Heinfzen, Lioba

Betreff: RE: Spread

Hallo Frau Heintzen,

we currently estimate E.0N to pay T+170 on an indicative basis in USD 100M and a 7y maturity. Reference would be the
interpolated rate between the 5y and the 10y Treasury (3 3/8, Nov 2012 and 4 1/5, Nov 2017), currently 3.77%.
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in mind, that markets, including the US PP market, are currenily volgtile and do not hesitate to et me know, shouid
Yol !‘EBL,‘LEi';‘@ any further information,

bile: ~44 F725 052489 | Fax +44 2077

From: Heintzen, Lioba [mailtorLioha Heintzen@eon.com)
Sent: 18 December 700/ 0%:06

To: SCHROEDER, Michast, GBM

Subject: Spread

Hadlo Herr Schroder,

ich dche fir meine US Kollegen fiir rein interme Zwecke slnen Refinanzierungsspread. Und zwar hitte ich perm gewult,
welche Spread £ OM zu zahlen hdtte fir ein USD 100m Privet Placement mit einer Laufzeit von 7 Jahren, E5 wire nett,

wenn Sie mir die Referenzanleihe nennen kénnten und mir eine mai in Englisch als Antwort schicken.

Vielen Dank!

At freundlichar nfKind regards




Wiedmar, John

From:
Sent: Monday
To: revar,

-

Heintzen, Lioha {Lisha.Heintzen@ecn.com]

L December 17, 2007 12:25 PM

John

Subiect; WG UE Refinancing Spread

Von:

Gesendet: |
Ang Hain

Martin.Sohnsi
Aor (Lag, 1 j D

ren, Lioba

1
ber ZDD’? 17:51

iT‘
( [x

Cc: Martin.Gualdenbergdibarclayscapital.com

Betreff: RE

—

Relawvea

JET +173bp

i US Benche

: US Refinancing Spread

ement of USD 100m

nark is: U3 Treasury 4.5% 153.11.2014

Please let know if you need additional information,

Kind Regards, Martin Schrs

From: Heintz
Senty 171
Tos Sohing,

)‘in

Subject: US Refinancing Spread

r, Licha
mber 2007 11:
Corpor

Hallo Her Sohns

kinnten Sie mir den sl in Spread Uber Treasuries nennen, den E.ON zu zahlen hatte fUr ein USD 100m Private Places

mit fastem Zinssalz
zuch die Referenztreasury henennt.

Danke!

Y freundhchen €

Legod Seantien

b

[mailto Lioha.Heintzen@ecn.com]

atehz

fiir eine Laufzelt von 7 Jahren? Es wire nett, wenn ich &

sy el regrrds

com [mailto:Martin.Sohnsitbarclayscapital.com)

gine mail in Englisch b

rekommen kiinnts, dis




vancing Spread

Wiedmar, John

From: Heintzen, Lioba [Lioba Heintzen@eor.com]
Sent: Monday, December 17, 2007 12:25 PM
To: whiadmar, John

Subject: WG US Refinancing Spread

Von: Lingnay, Philipp (GCMY [mailto:Philipp.Lingnau@merganstanley.com]
Gesendet: Montag, 17, Dezember 2007 13:17

An: Haintzen, Lioba

Betreffr RE: US Refinancing Spread

ar a 7 year USD Private Placement for E.OM:
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pp Lingna

Pmlmp Lingnau - Managmg Director
: I

ioba.Heintzendean.com]

s Herr Lingnau,

Page |
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U.S. debt capital markets update %
Utility & Pipeline sectors | s Lo
For distribution to issuer clients only : . VP lsrids (212) 5

m  Tighter credit conditions, rising oil prices,
growkh farecasts down to 0.5% 10 4Q07 unr‘ 1,"1

4 %_cr‘m peonoae cata continues to fust @ theht 1o quality and suggest future slow dowa o growth
Headling risk from fnancal institutions reporting SEMINGS 00 353et wiite-downs
Erergy oeices remain high, although on specuiatinn that OPED may incroase production, have fallen below 550
Cangerns of declining dollar and tightening credit conditions may degin to & business spending in thr 1HOE
= Fed Chaimman fernanke ciserved that the FOMC "will bave 1o doe whether the cutiock for the econcmy ar the balance of nizks has shilted
3 develapments in the finafcial markets”

materially” by tmw o account of the incorsing economic data and the ongaing «

o largest veo-day ratly 10 aquities in over 3 years as investors gained cenfide

Fod will cut rat

This statement
December 11

Futlres have price i a I%bp rate cut and 303 probability of a S0bp cut
JPMargan continues 1o forecass that the Fed will gase 1 prs. at bath the Decernber and January racetings before going on hald until 4008
B Treasury yields continued to falh, with the tCyr UST touching 3. 81% at ane point during the week
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: 1 the relative
;-rond busiest day
v m o Many 1SSUETS arg ta<|

uncertainty w1008

# Selected unility ssuance includes:

Pacific Gas and Electric {Baa1/BEB+) anncunces & $500mm (will not growt offzring of 10 year senlor unsecured bonds with JPhargan 33
DonRrunner

- The transsction moved through the market quickly, pricing within 4 hours OF announcsment
& The orderback closed nzarly 4 times awersubsonbed, dominated by asset managers and insurance companies
The significant damand allowed the ¢ y o price at + 167 bps, the tight and of the <170 area guidancs

Hemwr York State Electric and Gas (Baa1/BBS+) with JP) 20 as Bockrunner. gn SZCImm of 1y
- with no registration ngnts transaction

Vs weass HYSERG 5 (st transaction since December 2005
The arderbaok was compasad of high quatity ins J ance companies and asset managers
Dominion Resources (BaaZ/BBBY and its cperating company, Virginia Electric Fower (BaaT/BBB) ariced S1.4bn acrass &, 1, arg
unsectred bonds
Thig c_arrr;:lw y ultimately priced 10yes at the holding cormpany at «230bps, and 33 and 30s ot the operating company nt 175
respectively )
The current outstanding Virginia Electnic Power long Dond due daay 2037 was
= while the secendary market remains rather itiquid, and deals this week have com
45bps to cash), issuers remain focused on the attractive all-in coupans resulting

suply 185t v

wessions 1o secondary benchmarks (23
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[ Furtherm‘?r \ recent new issues have performed wall in the secondary market providing a positive backdren, amd we expect issuance 19 remain
aclive in current wa

sprend v 2504 : 1003 2006 007
FAL]
19030:2012 175 o
Baul s 288 113052097 200
BN 3152013 155 o
A3/ BB mM m: 18k -
et (EER 1 .
PSS -
Fary 2 5
Bt f Bhl )
A2VA 2
Aizd A
Banl/EES 8

Pepsica inc

) 11729 Freddie e a3iake - I
- 11445 Geargia Power Company AZLA oowE )

Feg btinalen GE IR spvs igwdine St Des Fgroel et et Cowp




&

Feter AMadonia
wehira,

U.S. debt capital markets update
Utility & Pipeline sectors i
distribution to issuer clients only Sarah Chessin, VP-Eybrids 2121 83+

g

i

CUONGTIC data oroy ohaly 7 ant
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Jualy when the ¢ preblems staried
addrossing sua and 51V proklsms
President Bush ord Treasury Secretary Pauizon urvelled a plan to aid subpr‘me mortengs borrowers with adjustabdle rate morigages

iday, the SuperSiV fund {formerly known as M-LEC) announced its establishiment with BlackRock as its manager

State and local government nvestment pacts 1 Florida, Vontana, Coonesticut ane Orange County revealed that they held downgraded,
defauited or Rbbphﬁ”‘ related dﬂht
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2 This past week saw a heavy supply of new issuance with 28 deals pricing for over S3mn in supply
The last two vweeks have seen approximately 565bn of issuance, close o S3bn of which was from the utility sector
w5 couple of utifity 1ssuers priced offerings:
Waest Penn Power (Baa2/8BB+} announced a $375
The

riooR qUIckly DECams GversudSCiied.

at 7 «A00bps
i ver af the allocations were 1o MSUrance comoaniss an
Alabama Power (A2/4) priced $200mm of S-year unsacured notes at -1600

®  Hecant newossues have seen broader investar oamicips including hedge funds who bave been on the sidelines for the Last fow months,
- ng 10 avarsubsoribed arder boaks
o = MOstnew issues are performing weldl i the secondary mark nbive crdess

;t &1 partially due to many myvestors who have rot beer alintated
) uying new doals when they are free to trade, and due to o sell off in UST yistlds last week
-~ The primary marset continues o reprice the secandary martket wider
Hewly issued bonds are being priced significamiy wide of secondary markat levels
This &y tikety to lumdt the abilivy of the market to rally, and a;. CalsE it to widen given the magnitude of aew 15U iscounts
n of the FOMC meeting on Secember 11
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