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Ms. Stephanie L. Stumbo

Executive Director

Kentucky Public Service Commission
211 Sower Boulevard

RECEIVED

P.0. Box 615 MAY 80 2008
Frankfort, Kentucky 40602-0615 PUBLIC SERVICE
COMMISSION

Kentucky Utilities Company
State Regulation and Rates
220 West Main Street

PO Box 32010

Loulisvitle, Kentucky 40232
WWW.B0M-15.com

Rick E. Lovekamp
Manager ~ Regulatory Affairs

T 502-627-3780
F 502-627-3213
rick.lovekamp @eon-us.com

May 29, 2008

RE: The application of Kentucky Utilities Company for an Order
Authorizing the Issuance of Securities and the Assumption of
Obligations (Case No. 2007-00548)

Dear Ms. Stumbo:

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 May 20, 2008, KU borrowed $75 million from Fidelia Corporation in
accordance with the order issued February 13, 2008 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: May 22, 2023

Interest Rate: 5.85%

Price Paid: 100%

Proceeds: $75 million

Commissions Paid: None

Legal Costs: None

Security for Loan:  None
Interest Payments:  May 20 and November 20 commencing
November 20, 2008

The proceeds of the loan were used to fund capital projects described in the
application.
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Ms. Stephanie L. Stumbo
May 29, 2008

The interest rate was set using the lowest rate quoted to KU at 2.02% above the
yield on the ten-year treasury bond (3.83%). 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 ten-year treasury 2.02%
Ten-year treasury rate 3.83%
All-in cost 5.85%
Average bid above ten-year treasury 2.25%
Ten-year treasury rate 3.83%
All-in cost 6.08%

The 5.85% all-in rate for this fifteen year borrowing is favorable to that of
recent ten-year issuances from other energy companies with lower credit ratings
and to that of a recent thirty-year issuance from an energy company with a

similar rating. (See table below along with attached support documentation).

Moody's / Coupon
Issuer S&P Maturity Spread Rate
Columbus Southern Power A3 /BBB 5/1/2018 + 220 bps 6.05%
Tampa Electric Baa2 /BBB- | 5/15/2018 | +225 bps 6.10%
Alabama Power Co. A2/A 5/15/2038 | +155 bps 6.125%

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
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Wiedmar, John

From: roland plan@uk.abnamro.com

Sent:  Thursday, May 15, 2008 8:31 AM

To: Méltzer. Michael

Cc: Wuynderiich, Barbara; Heinlzen, Lioha; hussain hussain@uk ebnamro.com
Subject: Fw: USS Levels

Dear Mr Maelizer,

I refer to your emall to Hussain. Qur incication for & 15 year USS 75 milion private placemetn is T + 240-245 bp
(vs the 10 year Treasury).

| hope this is useful

with kind regards
Roland Plan
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Wiedmar, John

From: Janssen, Alexander [Alexander Janssen@dkib.com]
Sent:  Wednasday, May 14, 2008 8:18 AM

To: Méltzer, Michael

Ce: Hug, Christopher; Sonst, Oliver

Subject: Indiaktion:E.ON

Sehr geehrter Herr Maelizer,

Wie versprochen {inden Sie unten die Indiaktion Soliten Sie Fragen haben stehen Her Sonst und teh Thnen
selbstverstiindlich germe zur Verfligung

Mit freundlichen Griifien
Alexander Janssen

Alexander Janssen

Vice President

CGlobal Banking

Srutegie Sirucured Solutions

Dresdner Bank AG

Theodor-Heuss-Allee 44-406, 60486 Frankfurt am Main
Dirac +49 (N-69 713 15308

Mobil =49 (03175 1886331

Fax +49 {0309 713 19806

www dresdnerklieinvort.com

Dresdner Kleinwort
Unexpected viewpoints. Radical thinking. Inspiration.

weem-Criginal Messigemees

From: Khimasia, Tarang

Sent; 14 May 2008 13:39

To! Janssen. Alexanden: Carter, Hagh: Hollingsworth, Cormac
Ce: Gipp, Martin: Mohn, Tini: Sonst, Ofiver: Hug, Cliristopher
Subject: RE: 5.ON

Wy -1 +183
3y -T+152

1 think the curve from [-15vrs on a Z spread basis is around 10 bps
So based on thar [ would sav

Fora 13yr the level is: T 3.875 2018 plug 220-223bps
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Wiedmar, John

To: Triebel, Toblas
Subject: RE: Spread E.on PP

From: Trichel, Tobias [mailto:Tobias. Triebel@gs.com]
Sent: Wednesday, May 14, 2008 7:25 AM

To: Méitzer, Michasl

Cc: Heintzen, Lioba; Wunderlich, Barbara; Hofmann, Jens
Subject: RE: Spread E.on PP

Sehr gechrter Herr Miiltzer,

Ein 15-Jihriges USD73m PP wiirden wir derzen bei ca. UST = 215bps ail-in sehen (Rendite von 6 09%5) Reference Treasury
istder 3.875% 03-18 Benchmark

Mit freundlichen Griiflen
Tobias Triebel

----- Original Message—-v

Front: Milizer, Michzel [mailio:Michael Magitzer@eon.com]

Sent: 14 May 2008 1100

To: Schirago. Godefroy

(Ce: Hofmann, Jens; Trigbel, Tobias: Heintzen, Livba; Wunderlich. Barbara
Subject: AW: Spread I on PP

Dear Godefroy,

We need an indication again. We are looking for the all in spread over Treasuries thar E.ON has to pay forz 15 year PP of
USD 73m It would be heipful if vou mention the reference wreasury. Many thanks in advance

Freundliche Gruesse Kind regards
Micheel Maelizer

Treasury Asset Manzgement
T+49 2 11-43 79 653
I =492 1145 79 669
mickae] maeltzeridleon com

EONAG
EON-Platz !
46479 Duesseldorf

WHRWLL0TLCOM
E ON AG, Sitz Registered Office Dilsseldorf Amisgericht District Court Diisseldorf HRB 22315

Vorsitzender des Aufsichtsrars: Chairman of the Supervisory Beard: Ulsich Hartmann
Vorstand/Board of Management: Dr Wul{ H Bernot {Varsitzender/Chairmany,
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U.S. Debt Cap1tal Mal’kets Update Have York Peter Madoma, M0 5231;334-3505

Weer ending Anisha Behra, ED {212) 4344915

e v . May 16, 2038 Hezther Towner, D 1292y 834487
Utmty & Pi peh ne sectors Stove Leamer, Assoc 1212} 8344084
Stephanie Wai, Analyst 12121 8324 3117

For distribution to issuer clients only Saran Chessin, VP Hybrics (212} 834 2073

Latest ecoremic data point towards an upward revision of 1Q'08 GDP growthto 0 s 0.6% initially reported) ang JPworgan's forecast for 2Q
GOP growth has been rovised up 10 0 9% vs. 0%
The tracking esumate of real fimal sales in 10 i teing raised 10 § B% from -0 2% i1 the advance GDP repory. given the stength of recent data
Rezl final sales leax set 10 reach a 3 2% gace in 1Q. neloed by suppart for spending {rom tax rebate chocks and by another \arge cantrisutian
Lo growli from net exports
Aprd housing data surpnsed significantly on the apside. but JPMorgan belteves that the figures are an znomaly
®  The rovisiens have no impast on JRMorgan’s Fed catl. with the Fed expected te romatn en hold into 2009
B Although core CPirose anly 8 1% m/m in April, ang has surprised on the low side far three consecutive months, §0&ring energy and import 0TICEs
still pose & continued threat 10 rising inflation
Hon-fuel import prices increased 1 O in &0ril and nave accelerated 1o & 10.4% annual rate over the past three manths
Ol prices have steadied at around 5125 but are bkely to be impacted by China demand after the earthguake
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w Despite recent haavy new (3500 supsly, (G secondary cash spreads have moved tightor
Historically, thore has been little corralation between changes in supply trends and changes in spreads
a Howsver, with a soft econemic cutlook, and an expacted increase in ftnancial supaly. it may srove difficult for eredit soreads to tighten in
the immediate 19rm

B The pesitive momenium in new issue supply has contirued . with almost 582 milbizn already priced f3r the month of May
During the past five weeks, supply has been at nistons tevels—averaging a record $3581/week.  The previous recerd was set in April 2007.
when average weekly now 'S5uance was 525Bn/week
issuance continues 1o be largely driven by longer dated Mixed rate paper as wmvestors’ bic tor duration remaing strong, althougn the short-
dated flgating rate naw fssue markeat haz recently seen increased new issuance volumes
a Several wtibty ard pipeline secier issters gntercd the market (857 waek:
NiSource Finance Corp (Baa3/BBB-) arnrcunced & $700mm offering of § and 10-year notes with JPMargan a5 boakrunner
Ths offering included @ S20Cmm reopening of existing notes due 2013 and $500mm new 10-year notes
The srderbock was significantly oversubscribed with savoral fngh quahty investers pigcing lerge orders
Investors piaced valus in the enhanced liquidity created by reppening the existing 2013 notes. and Nl was able 1o price the S-years flat
0 SCCONTETIES
The company uitmately priced the S-yr 2t T+292bps and the 10-yr at T-2576cs. both at the tiehs end of quidsnce
Centerpoint Energy Resources (Baa3/8BB) priced S100mm 10 years at 7 - 235 bps The offering priced at the tight end ofthe T - 237 5
bps area guidance Earlier 10 May, the holding company, Centerpoint Energy Ing, priced 5300mm 10-years at T-2B2bps
£ntergy Gulf States Louisiana (Boad/BBB+) priced $375mm 10-year firss mortgage bonds at T + 230 bps. This is the first offerng from the
atw eNlity created by the separation of Entergy Guif States into Entergy Vexas anc Entergy Guif States Loulstana
Celumbus Southern Power (A3/B8B) priced S380mm of 10.year sentor unsecured netes a1 T-220bps. the tight ang of guidance
Tampa Electric (Baa2/B8B-) priced $150mm 10-yoar notes at T-22545p5
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