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Ms. Sara Kyle . Kentucky Utilities Company
Chairman State Regulation and Rates

Tennessee Regulatory Authority 220 West Main Street

PO Box 32010
460 James Robertson Parkway Louisville, Kentucky 40232

Nashville, TN 37243-0505 www.eon-us.com

Rick E. Lovekamp
Manager - Regulatory Affairs
T 502-627-3780

VIA UPS OVERNIGHT DELIVERY F 502-627-3213

rick.lovekamp @eon-us.com

November 6, 2007

RE: Petition of Kentucky Utilities Company for an Order Authorizing the
Issuance of Securities and the Assumption of Obligations
Docket No. 07-00043

Dear Ms. Kyle:

Pursuant to Ordering Paragraph No. 3 of the Commission’s Order in the
aforementioned proceeding, Kentucky Utilities Company (“KU”) hereby files
an original and thirteen (13) copies of all correspondence submitted to the
Virginia State Corporation Commission (“VSCC”) under said Order.

On November 2, 2007, KU, d/b/a Old Dominion Power (“ODP”) filed pursuant
to the VSCC Order Authorizing the Issuance of Securities and the Assumption
of Obligations, a Preliminary Report of Action as stipulated in the order.

Additionally, on November 6, 2007, pursuant to the KPSC Order Authorizing
the Issuance of Securities and the Assumption of Obligations, a report setting
forth the loan provisions of a $70,000,000 borrowing from Fidelia Corporation
was provided.
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Ms. Sara Kyle
November 6, 2007

Attached are copies of all correspondence submitted to the VSCC and the
KPSC. Please confirm your receipt of this information by placing the File
Stamp of your Office on the enclosed additional copy. Should you have any
questions regarding this transaction or this information, please contact Don
Harris at (502) 627-2021 or me.

Sincerely,

Rick E. Lovekamp

cc: Ron Jones — Tennessee Regulatory Authority
Pat Miller — Tennessee Regulatory Authority

Dan Arbough
Kendrick Riggs — Stoll - Keenon - Ogden
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Ms. Elizabeth O’Donnell Kentucky Utilities Company

E tive Direct State Regulation and Rates
xecuuve Lhrector 220 West Main Street

Kentucky Public Service Commission PO Box 32010
211 Sower Boulevard Louisville, Kentucky 40232
Frankfort, Kentucky 40602 www.eon-us.com

Rick E. Lovekamp
Manager - Regulatory Affairs
T 502-627-3780
F 502-627-3213
November 6, 2007 rick.lovekamp @eon-us.com

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 October 25, 2007, KU borrowed $70 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: $70 million

Maturity Date: October 25, 2019

Interest Rate: 5.71%

Price Paid: 100%

Proceeds: $70 million

Commissions Paid: None

Legal Costs: None

Security for Loan:  None
Interest Payments:  April 25 and October 25 commencing April 25,
2008

The proceeds of the loan were used to fund capital projects described in the
application. The issuance of this $70 million completes the debt issued under
the authority granted in this order.
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Ms. Elizabeth O’Donnell
November 6, 2007

The interest rate was set using the lowest rate quoted to KU at 1.28% above the
yield on the ten-year treasury bond (4.43%). 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 1.28%
Ten-year treasury rate 4.43%
All-in cost 5.71%
Average bid above ten-year treasury 1.32%
Ten-year treasury rate 4.43%
All-in cost 5.75%

The 128 basis point spread for this 12 year borrowing is favorable to recent ten-
year debt issuances from other energy companies, one with a similar credit
rating and one with a lower rating. (See table below along with attached support
documentation).

Moody's /
Issuer S&P Maturity Spread
EDP Finance A2/A- 02/02/2018 | + 163 bps
Centerpoint Energy Resources | Baa3/BBB | 11/01/2017 | + 165 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,
/;Z(E Sy JzL‘aw?
Rick E. Lovekamp

cc: Dan Arbough
Kendrick Riggs — Stoll - Keenon - Ogden
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U.S. debt capital markets update — imes,, ooy s
October 19, 2007 Heather Towner, VP 1212 3345871

UtTl]ty & Pipeline sectors Steve Leamer, Asso 12125 3344384

Stephame Wai, tralyst 2125 834-3417

For distribution to issuer clients only Saran Cressin, VP Hhtrids (212 $54 073

Economic and Treasury market update

8 Poor Q3’07 carnings led by the bank sector, weak housing data, dovish Fed commentary among other negative headlines fueled a flight-to-
Juality move (ast week
US Treasury yields fell by 22-42 bps acress the curve, led by front-end maturities
Notably, 2-year yelds rallied by 42 bos (the steepest weekly drop in § years), and the 2/30s curve steepened by 20 bps
Squity markets fell sharply on the week, with the DJlA, S&P and Masdaq decliming 4,1%, 1.9% and 2.5% on the week, rospectively
Credit markets a'so 2xpenanced a softar tone, as figh grade credit spreads gave o nearly half of the gans made since the Fed's rate cut
= White JPMorgan acknowledges that there is an increased chance of a 25bp ease at the October 305 31% Fad meeting (market expectanons of a
Fad ease has increased to 91%), we maintain our view that the Fed will stay on hotd for several reasgns:
Although there were numerpus headiines that caused last week's flight-to-quality, the majonty of these nska have deen well kngwn for
some nime and stould not have resuited in such 2n abrupt reacthion
Bank balance sheet pressures have begun to show some signs of lessenting
Despite negative headlines about Structured Investrent Yehicles (SIVs) last week, the risk of a fire sale of SIY assets seems to be small
® Higher energy prices, rengwed caution 1n the credit markets, and recent spate of weaker-than-expected econoemc data add dowaside rsk o
the growth cuticok
Crude oil prices hit 2 recard $90 last week, 'wiich 1s Lkely to wergh on consumer speacing in Q4 as household purchasing power gets pinched
The first reports for the September housing market idicate that supply continued 1o weaken, as housing starts plummeted and
hamebuilder sentiment hit fresh lows

JPMorgan interest rate forecast (%) Historical treasury rates (%) .
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Investment grade primary and secondary market update

& in a sharp reversal of the menth-long trend of credit market stabilization, risk aversion became the headling theme this past week in the credit
rmarkets
The JULI high grade corporate bond Index widened by ébps [ast week wth the bank and financial services sectors feeling the brunt of the
san widening by 10+0ps, however the utibty and energy sectarn outperformed only widemng Jbp and 1op respectvely
& Q3°07 earnings reporting season has gotten off 10 a disappointing start, (ed by the pank sector. With 262 of the S&P 500 campanies having
reported as of 1ast Frday, on a share-weightad basis, year-over-year growth 1s down 1.8% for the ndex
® Last week the Treasury and several major banks unvelled a pretiminary plan to establish a master liquidity énhancement conduit (“M-LEC™), up
1o $80-100bn 10 estimated size in order to accelerate the retum of the asset-backed commercial paper markat ta some semblance of Aermaicy
Though the details have yet to be finatized, M-LEC will buy highly rated assets from certam exisbing SIVs that elect to access thug Aew ‘orm
of tigquidity, which wiil be a positive for the market 1f the plan succeeds
= Despite the safter market tone observed last week, a robust 525bn in supply priced in tha new issue market, dringing Cztober’s moath-to-qate
volume 10 357bn
Supply for the remainder of Gctober 13 expected to reman modest n the midst of Q3 earnings season, however new 1550 ACtIvIty 1$
expected to accelerate \n November
8 Though hwgh grace credit spreads widened last week and riew issue premifums may bave inCreased slightly for near-term ssuers, the strong
rally in US Treasury yields helps 1o mitigate these factors from an overall coupon peripective
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U.S. debt capital markets update

Utility & Pipeline sectors

For distribution to issuer clients only

New York
Week ending

Sater adoma, MO
Ansha Mehra, ED

Jctober 26, 2007 Heather Towrer, VP

Steve Leamer, Assac
Stephante War, Analyst

212) 834-3508
1212} 3344518
212 3344871
(212) 834-4084
212y 834.3117

Sarah Chessin, VP-Hybnids (212) 834-4073

Economic and Treasury market update '

® PMorgan’s forecast of a 25bp rate cut was remstated due to volatile credit markets, reduced growth prespects and the tore of recent Fed
speeches
Market participants ave pwicing in a small probadity of a 50bp cut
W Recent very weak Nousing activity indicators and rising oil prices are expected to have an impact on consumer spending ausng JPMorgan 1o
revise dowe our +Q07 GDP growth forecast to only 1.0% increasing the hkelihood of an case at the December FOMC meeting as well
Existing homes saies dropped B% (an all-time law) 10 September, while the report reflects activity from August, the Re:ght of the credit
crunch, Financ:al conditigns are stil ight and 15 expected to fall further in the months ahead, it the pace of Jdechines should ¢art 1o 2ase
Manufacturing data was negative as the fichmond Fed manufactunng index declined to -5 and September durable goods crders deciired
1.7%, both Lower than forecasted
Uncertainty remains elevated and we still forecast a 30% probability of a US recession but qur best guess remans that the US economy witl
not break as heaithy corporate and EM fundamentais counterbalance the negative force of US bousing
a warket fundamentals are bacoming {ess relevant 'n the corporate bond market a8 negative headlines are the siumficant dnver of spread

widening and flight to quality trades
JPMorgan interest rate forecast (%) Historical treasury rates (%)
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Investment grade primary and secondary market update

® MNews headiines are giving investors reasons to re-assess their views toward the chalienges facing the economy and financist markets. There are
some key drivers that are creating a retum to risk aversion
SIV refinancing cancerms
A flurry of disappeinting 3Q07 earnings from the financial secter and expectation of further corporate balance sheet writedowns
The afarernentioned weak houstng data that continues to plague the market
The surge 1n crude o pnces
Geopalitical tansicns n the Middle East
A Hew ssue supply was lighter last week at around $12Bn as many issuers remained in earnings retated blackout periodas
' the sty and pipetine sector, JPMorgan led a $300MM 10-year offering for Panhandle Eastern Pipe Line {Baal/SEB- ) which recewad 3
positive reception from the market and priced at +182bp
EDP [A2/A-), 3 Portuguese wtility, issued $18n of a Syr at +140bp and §18n of 3 10yr at +163bp. The offenng included a change of contred put
8 Dn Friday. Puget Energy announced that tt had signed 4 merger agreemaent with a corsorttum of infrastructure investors led by Macquare who

will acquire 100% af the squnty n a transaction with an anterprise value of approximately 57.4Bn
Spread vademing on Puget’s FMB operating company bonds was limited to roughty 20bp grven the sigmf:cant equily contrnibution from the
consortium, regulated nature of the utility and expectation of maintenance of mvestment grade ratings

Selected recent investment grade new issuance Utitity and Pipeline new issue supply ($Bn)
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Wiedmar, John <R

From: Heintzen, Lioba [Lioba Heinizen@eon.com)
Sent: Tuesday, October 23. 2007 7°49 AM

To: Wiedmar, John

Subject: WG: USPP Incication
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Mr. Joel Peck, Clerk

Virginia State Corporation Commission
Document Control Center

1300 East Main Street

Tyler Building 1F

Richmond, Virginia 23218

VI4A UPS OVERNIGHT DELIVERY

November 2, 2007

RE: Kentucky Utilities Company (Case No. PUE-2007-00007)

Preliminary Report of Action

Dear Mr. Peck:

Pursuant to the Commission’s Order, Ordering Paragraph No. 3, dated March 1,
2007, in the aforementioned proceeding, Kentucky Utilities Company, d/b/a
Old Dominion Power Company (“KU/ODP or “the Company”) hereby submits

a Preliminary Report of Action.

On October 25, 2007 KU/ODP borrowed $70 million from Fidelia Corporation
in accordance with the order issued March 1, 2007 in the above-referenced

case. The details of the loan are shown below:

Borrower: Kentucky Utilities Company
Lender: Fidelia Corporation
Amount: $70 million

Maturity Date: October 25, 2019

Interest Rate: 5.71%

Price Paid: 100%

Proceeds: $70 million

Commissions Paid: None

Legal Costs: None

Security for Loan:  None

Interest Payments:  April 25 and October 25 commencing April 25,

2008
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Old Dominion Power
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



Mr. Joel Peck
November 2, 2007

The proceeds of the loan were used to fund capital projects described in the
application. KU elected to issue a 12 year loan to lock in historically attractive
long-term rates, while avoiding a significant increase in the all-in pricing for
maturities beyond 12 years. The cumulative principal amount of debt issued
under the authority granted in this order is $225 million. The issuance of this
$70 million completes the debt issued under the authority granted in this order.

The interest rate was set using the lowest rate quoted to KU at 1.28% above the
yield on the ten-year treasury bond (4.43%). 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 Pricin E.ON AG Pricin
Low bid above ten-year treasury 1.28%
Ten-year treasury rate 4.43%
All-in cost 5.71%
Average bid above ten-year treasury 1.32%
Ten-year treasury rate 4.43%
All-in cost 5.75%

The 128 basis point spread for this 12 year borrowing is favorable to recent ten-
year debt issuances from other energy companies, one with a similar credit
rating and one with a lower rating. (See table below)

Moody's /
Issuer S&P Maturity | Spread
EDP Finance A2/ A- 02/02/2018 | + 163 bps
Centerpoint Energy Resources | Baa3/BBB | 11/01/2017 | + 165 bps
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Mr. Joel Peck
November 2, 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 enclosed
self-addressed, stamped envelope. Should you have any questions regarding the
information filed herewith, please contact me or Don Harris at (502) 627-2021.
Sincerely, _

,/\:\%{3 C ,V é‘\i L ‘/@/rvfj

Rick E. Lovekamp

cc:  Dan Arbough
Kendrick Riggs — Stoll - Keenon + Ogden
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U.S. debt capital markets update oo, inevacoma b diisescs

g o . . Qctober 19, 2007 Heather Towner, V7P 12121 3344371
Utility & Pipeline sectors Sovleacer e 2 S
For distribution to issuer clients only Sacan Cressin, 1P Hybrigs 212) 8344073

Economic and Treasury market update

R Poor Q3'07 carmings led Dy the bank sector, weak housing data, dovish Fed commentary among other negative headlines fueled a flight-to-
Juality move fast week
US Treasury yielgs feil by 22-42 bps acress the curve, led by front-end matunties
Notably, 2-year yields raled by 42 bps (the steepest weekly drop in 5 years), and the 2/30s curve sieepenag¢ oy 20 bps
Equity markets fell snarply on the waek, with the DHA, S&P and Nasdaqg ceclining 4.1%, 3.9% and 2.9% on the week. respactively
Credit marxets a'so 2xperenced a safter tore, as digh grade credit spreads gave L nearly half of the gains made s1rce the Fad's rate cut
8 While jPMorgan acknowledges that there 1s an mcreased chance of a 25bp ease at the Octoher 10431 Fed meeting (market £xpectations of a
Fod ease nas increased to 92%), we maintain owr view ihat the Fed will stay oa koid for several reasons:
Although thare were numeraus headlines that caused last weak's foght-1o qualbity, the majonty of thote risks have teen well known 51
some tme and shatid nat Bave resulted n suth an abrust reaction
Bank batance sheet pressures have begun to show some signs of lessening
Despite negative neadiines about Structured Investment Vehicles (51Vs) Last week, the nsk of a firg sale of SV assets seems to e ymall
. Higher energy prices, renewed caulion in the credit markets, and recent spate of weaker-than-expected economic data add downside nsk to
the growth cutiook
Crude oif prces it a recard 590 tast week, which g kely to weigh on consumer spending 1n Q4 as housencid purcriasing power gets pinched
The first reports for the September heusing mamed indicate that supply continued to weaken, as housing starts plummeted and
romebulder sentiment hit fresh tows
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13-4 Wy 1408

g .. 5.year -~ 1B-year 10-year
urls rate + 75 75 4767 180 - .
Srn UBGR AL M ¥ W 3 55% 6.50 o~ Bty
Py " 14 v N -

I ST 1 an 4 30 1454 5.50 & - e P
St AT P 4% Lhss 3 'Zg - EAY RN
Byt USF Lars 470 $.85% I.;O -
1y 8T 4 H0%T 4.85% 4 oGs 1'50 . . .
25 10% turve 50 Lot & b & bo
<210 cuper o 14 bes "5 box _an-¥1 L5 Nav-37  May-(0 Det-i2 At i sep-CT

pan foepant gs @f L 19/0F JLmeoInny 4re 3 gariered Salit Laxaber g

T4 THEE Toeasary ok Fed 2037
lnvestment grade primary and secondary market update

=’ n asharp reversal of the month-long trend of credit market stabilization, risk aversion became the headling theme this past week n the ¢redit
markets
The JULI mgh grade corporate band fndex widened by Shps last week with the tank and financial services sectors feeling the brunt of tha
2ain maeming Dy 10-008, however the ytiily and energy sectors sutperformed omy wadering 1bp and ‘bp resgectiety
& 3307 earmings redCriIng season has getten off 19 a sappointing start, ied Dy the Sank sactor. With 242 of the S&F 500 campantes having
reparted as of Last Friday, on a share-weighted bass, year-gver-year growth s down ¢ 8% for the index
® Last week the Treasury and several major banks unveilled a preliminary plan 1o establish a master ligusdity echancement condunt ¢ M-LEC”:, up
1o $30- 1000 10 estimated size in order to acceterate tne ratum of the asset-backed cammercial paper market to same sembiance of normaley
Though the detalts have yet to be firatized. M LEC will buy highly rated assets fram cortan existing Sivs that 2iect 1o accass this “ow form
of Lguidty, «hich will be a positive for the market if tre plan succeeds
& Despite the softer market tone observed tast week, a rotust S25bnn supply priced n the new 1ssue market, dninging Cotoher's moath-to-date
volume o $57bn
Supply for the remainder of October 15 expecied to remain modest 1 the midst of Q3 2arnings s2ason, however new 15sue activity 15
xpected to accaterate 1n November
8 Though high grade credit spreads widened iast week and new issue premiums may Save mereased shightly for near-term issuers, the strong
-ally in US Treasury yieids heips to mitigate these tactors from an cverall toupon perspective

Selected recent investment grade new issuance Utility and Pipeline new issue supply (5Bn)
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.S. debt capital markets update Neeh anding v omm? T

dctober 26, 2007 Heather Towrer, vP .2 21 334.4871

Util]ty & Pipeune SeCtOI’S Steve Leamer, Assoc 212} 833-4084

Steghante Wal, Analyst ng 834-3°17

For distribution to issuer clients only Sarah Chessin, V9. yacids 212 §34-4073

Economic and Treasury market update

.Phorgan’s forecast of a 25bp rate cut was rainstated due to voiatile credit markets, recuced growth prospects and the tone of recent Fed
speeches
Sarket part:iipants are pricng in g wnall srobabiiity of a 500p cut
Recent very weak housing acthvity indicators ang nsing oil prices are expected ta nave an impadt 00 cansumer spending fausing JPMOrgan 1o
revise down our 407 GOP growth forecast to oaly 1.0% tncreasing the itkelihcod of an case at the December FOMC meeting as well
Existing heenes sales dropped B% (an all-time low) n September, while the repert reflects activity from August, the neght of the credit
crunch, financal condihians are stibl DAL and 18 expected to fall further i the menths 2head, but the pace of Jecumas theuld viart 1o 2ase
Manufaciurarg data was segative as the Richmond Fed manufactunng index deciined to -5 and Septemter durable goods crders decineg
1.7%, both lower than forecasted
Uncertainty remains elevated and we st forscast a J0% orobabihity of a US recession bBut cur best guess remains that the LS econamy wall
Aok beeak as heaithy corporate and EM fundamentals counterbalance the negatrve forge of US houstng
Market fundamentals are becomng less relevant i the Carporate bond market as negative headlines are the sigmfrcant arver of spread
wrdening and flight to quality trades

JPMorgan interest rate forecast (%} Historical treasury rates (%)
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{nvestment grade primary and secondary market update

Hews headlines are grang 1vestors reasons 1 re- a3sess their views taward the crallenges facing the economy and financial markets. Thers are
same key drivers that are creating a retumn 1o rsk aversion

SIV refinanting cancems

A flurry of disappointing 3Q07 earmings from the firangal sector and expectaton of further corporate balange sheet writedowns

The aforementicosd weak housing data that cont:nues to plague the market

The surge 10 crude od prces

Geopaiitical tensions 1 the Mmiddle East
Hew issue supply was lighter 1ast week at around $418n as many 155uers remained n 2armags related blackout penads

‘n the Lttty and pipeline sector, JPMorgan led a 530d0m '0-year offenng for Fznhandle Eastern Pipe Line {Baals SBS-§ which received 2

positive reception from the market and pnced at -132bp

EDP [A2/ A1, a Portuguese utility, 1ssued S1Ba of a2 Syr at «140bp and $1Bn cr‘ a 'Oyr at «143bp. The offenng 'nciuded a change of controd put
On Fnday. Puget Energy announced that it had sigred A merger agreement with a consortium of infrastructure rvestors led by vacquanes who
will soguire 1007 of the equity i & transaction with an entergrise value of wgmxmately 37.4Bn

Soread vadening on Puget’s FMB operating company sonds was irmted ta roughly 20kp given the signsficant aquaty caminibation from the

consortiurm, egulated nature af the utility ard expectation of marstenance of vestment grade ratings

Selected recent fnvestment grade new issuance Utility and Pipeline new issue supply (5Bn)
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Wiedmar, John Thabe b0 > ¢

From: Heintzen, Lioba [Lioba.Heintzen@eon.com)
Sent: Tuesday, October 23, 2007 7:49 AM

To: ‘Viedmar, John

Subject: WG: indication on a E.ON PP
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Wiedmar, John Rt

From: Heintzen, Lioba [Lioba Heintzen@eon.com)
Sent: Tuesday, October 23, 2007 749 AM

To: Wiedmar, John

Subject: WG USPP Indicaton
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Wiedmar, John

From: Heintzen, Lioba [L oba. Heintzen@eon.com)
Sent: uesday, October 23, 2007 7.48 AM
To: Wedmar, John

Subject: WG: Spread
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