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Mr. Eddie Roberson ’ Kentucky Utilities Company
Chairman State Regulation and Rates
Tennessee Regulatory Authority 220 West Main Street
460 ] Robert Park PO Box 32010

ames Kobertson rarKkway Louisville, Kentucky 40232

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

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

Vi4 UPS OVERNIGHT DELIVERY F 502-627-3213

rick.lovekamp @eon-us.com

January 21, 2008

RE: Petition of Kentucky Utilities Company for an Order Authorizing the

Issuance of Securities and the Assumption of Obligations
Docket No. 07-00244

Dear Mr. Roberson:

Pursuant to Finding 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 Kentucky Public
Service Commission (“KPSC”) and the Virginia State Corporation Commission
(“VSCC”) under said Order.

On December 20, 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 $100,000,000 borrowing from Fidelia Corporation was
provided.

Additionally, 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.
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Mr. Eddie Roberson
January 21, 2008

Attached are copies of all correspondence submitted to the KPSC and VSCC.
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 me or Don Harris
at (502) 627-2021.

Sincerely,

Rick E. Lovekamp

cc:  Ron Jones — Tennessee Regulatory Authority
Sara Kyle — Tennessee Regulatory Authority

Dan Arbough
Kendrick Riggs — Stoll - Keenon - Ogden
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Ms. Elizabeth O’Donnell
Executive Director

Kentucky Public Service Commission

211 Sower Boulevard
Frankfort, Kentucky 40602

December 28, 2007

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

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:

Lender:

Amount:

Maturity Date:
Interest Rate:
Price Paid:
Proceeds:
Commissions Paid:
Legal Costs:
Security for Loan:
Interest Payments:

Kentucky Utilities Company
Fidelia Corporation

$100 million

December 19, 2014

5.45%

100%

$100 million

None

None

None

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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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
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Spread . Page 1 of 3

Wiedmar, John

From: Heintzen, Lioba [Lioba Heintzen@eon.com]
Sent:  Tuesday, December 18, 2007 8:23 AM

To: Wiedmar, John

Subject: WG: Spread

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

An: Heintzen, Lioba

Betreff: RE: Spread

Hallo Frau Heintzen,

we currently estimate E.ON 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%.

Please bear in mind, that markets, including the US PP market, are currently volatile and do not hesitate to let me know, shouid
you require any further information.

Beste Griifle

Michael Schroeder
ABS Giobai Banking & Markets
Offica. =44 20 7085 1204 § Moluie: -44 7726 (52489 Fax +44 20 7085 3507

From: Heintzen, Lioba [mailto:Lioba.Heintzen@eon.com]
Sent: 18 December 2007 09:06

To: SCHROEDER, Michael, GBM

Subject: Spread

Hallo Herr Schrider,

ich brauche fir meine US Koltegen ir ren interne Zwecke einen Refinanzierungsspread. Und zwar hatie ich gern gewuft.
weichen all m Spread E.CN zu zahlen hétte fur ein USD 100m Prival Placement mit einer Laufzeit von 7 Jahren. Es wire nett,
wenn Sie mur die Referanzanieiha nennen konnten und mir eine mail in Englisch als Antwort schicken.

Vielen Dank!
A freunglichen Srullen/Kind regards

Loba Peirtren

Treasury
T +4% 2 11-45 793-65%
F -39 7 11 15 '9-869

12182007



Messa

WIS
o

Wiedmar, John

From: Heintzen, Lioba [Lioba.Heintzen@eon.com)
Sent: Monday, December 17, 2007 12:25 PM
To: Wiedmar, John

Subject: WG: US Refinancing Spread

Von: Martin.Sohnsi@barclayscapital.com [mailto:Martin.Sohns@barclayscapital.com}
Gesendet: Montag, 17. Dezember 2007 17:51

An: Heintzen, Lioba

Cc: Martin.Gueldenberg@barclayscapital.com

Betreff: RE: US Refinancing Spread

Hallo Frau Heintzen,

Please find our spread mdication for an E.ON 7y private placement of USD 100m.
UST +173hp

Relevant US Benchmark is: 1US Treasury 4.5% 15 11.2014

Please let know if you need additional information.

Kind Regards, Martin Sohns

From: Heintzen, Lioba [mailto: Lioba.Heintzen@eon.cormn)
Sent: 17 December 2007 11:19

Ta: Sohns, Martin: CorporateSales (FFM)

Subject: US Refinancing Spread

Heallo Hewr Sohns,

Page 1 o1 2

kdnnten Sie mir den all in Spread dber Treasuries nennen, den E.ON zu zahlen hatte fir ein USD 100m Private Placement
mit festemn Zinssaiz fir eine Laufzeit von 7 Jahren? Es wire nett, wenn ich eine mail in Englisch bekommen kdnnte. cie

auch die Referenztreasury benennt.
Danke!
Ve frensdbchen Soalenskind ceqards

oLl reetzen

T ~39 2 11-45 79-£55%
T rdG 2 11-45 79-669

. oha lentzendeon.am

Y2447 2007



LS Refipancing Spread

Wiedmar, John

From: Heintzen, Lioba [Licba.Heintzen@eon.com]
Sent: Monday, December 17, 2007 12:26 PM

To: ‘Wiedmer, John

Subject: WG: US Refinancing Spread

Von: Lingnau, Philipp (GCM} [mailto:Philipp.Lingnau@morganstaniey.com]
Gesendet: Montag, 17. Dezember 2007 13:17

An: Heintzen, Lioba

Betreff: RE: US Refinancing Spread

Dear Mrs Heintzen,

pis find attached the levels for a 7 year USD Private Placement for E.ON:
EDP *2s T+205

EDP 185 T+223

ENEL 17s T+225

For 2 $100MM deal for E.ON-

10yr T+220 L+152
Tyr T+215 L+137

With best regards

Philipp Lingrau

Philipp Lingnau - Managing Director
rlorgan Stantey | Glabal Capital Markets

20 Back Sireet " Canrary Whart | Fioor 5

London, £°4 3AD

Phong. <44 20 7577-6816

mevganstariey Jom

From: Heintzen, Lioba {mailto:Lioba.Heintzend&eon.com|
Sent: 17 December 2007 11:24

To: Lingnau, Philipp {(GCM)

Subject: 1S Refinancing Spread

~zio Harr Lingnau,

2172007

Page | ot 2



(2121 834-2308
(2121 834.45°8
(2121 B34 487
[PaPAR- SL -1
(2121 B34-3147

New York Peter Madoma. VD

Week ending Amisha Mehra, ED

“overnber 30, 2007 Heather Towner, WP
Ltave Loamer Asssl
Stephanie Wat, Anaiyst

Sarah Chessin, YP-Mybrids (212) 834-4CG73

U.S. debt capital markets update
Utility & Pipeline sectors
For distribution to issuer clients only

Economic and Treasury market update

w Tighter credit conditions, nsy intensified contraction in residenttal investment have ted JPMorgan econcmists to revise GDP
growth forecasts down to 0.5% in 48%(7 and 1. 5'( in1Q'08

pcent aconomic data continues to fuel a Might to quality and suggest future slow down tn growth

L}
Haadline sk from financial institutions reporting earnings of asset wnte-downs
Energy prices remain high, aithough on speculation that OPEC may increase praduction, have fatlen below 590
Concerns of declining dollar and tighteoing credit conditions may begin to affect business spending in the 1HO8
w Fed Chaman Bermanke observed that the FOMC "will have to j nga whether the outlock for the economy or the balance of mizks has stifted

materially” by “taking account of the incoming economic data and the ongeing developments in the financial markets”
This statement sparked the largest two-day rally in equities in over 5 years as 1nvestors gained confidence thal the Fed will cut rates o
December 11

Futures have priced in 100X chance of a 25bp rate cut and 30% probability of a 30bp cut
JPmorgan continues (o forecast that the Fed will ease 25bps at both the December and January meetings before going on hold until 4QC8
a  Treasury yleids continued to fall, with the 10yr UST touching 3.51% at one point during the week

Historical treasury rates (%)

JPMorgan interest rate forecast (%)

W Naw 7 008 08 Qo « ggg e S-yaar 10-year 30-year
Fed funds rate TR <o 4.00% < o0 FE R B
m LIBOR 313% 4.H% 4.30% 4 4.0 2:% 1
oy st 1o 308N 1.I0% 345% 430 2% e - "
397 ST L8N 348 370 18% FY. S 4“ ;
“Opr USTY 3 9y 40 420 + & 5.06% ];9? .
o UsT* 430 -5 40 + 8% 5 49 g Zg e
/108 curee ¥ bps 0% bps <00 bps 95 ups B bps ! "
1054 i curve #bps  S0bps  30bps  ASups “ bps Jan-07 mar Q7 May-0F 207 Seg-0T N <07
5mg¢nfhrmu =] N €3¢ B3:07, Porwesils are ruww ] S .

o Foge 3037

Gwen !he reiatm rket mhslit&e of nvestment grade supply last week across 30 new issues, with Thursday being the

second busiast d

Ma réssn.ug; M1QQO an that it 1s prudent to lack in biquidity at bistoncally attractive yields before year-end, grven the market
ainty in

Selected utility ssuance weludes:

Pacific Gas and Electric (Baa1/BBB+} announcad a 5500mm (will not grow) offering of 10 year senior unsecured bonds with iPMorgan as
bookrunner

The transaction moved through the market quickly, pnoing within 4 hours of announcement
The orderbook closed nearly 4 times oversubiscribed, dominated by asset managers and Insurance compantes
The significant demand allowed the company to price at +167 bps, the tight eng of the «170 area guidance
New York State Electric and Gas (Baat/BBB+) with JPMorgan as bockrunner, priced $200mm of 10yr unsecured rnotes at ~225bps via 3 1444
with no regstration nghts transaction
This was NYSERG's first transaction smce December 2006
The orderbook was composed of igh quality insurance companies and asset managers
Dm?‘m %%urm {Baa2/BBB) and 115 operating company, Virginia Electric Power {Baa1/8B8) priced $1.4bn acress 9, 10, and 30 senier
¥
;r&%écompany uitumately priced 10yrs at the holcing company at +2106ps, and 55 and 304 at the operating company at ~ 175 and - 20Chps,
The current outstanding Yirginia Electne Power long bond due May 2037 was traémg at +165bps
winle the secondary market remains rather il . ang deals this week have come at significant concessions o secondary benchmarks 125
45bps to cash), issuess remain focused on the attractive all-in coupons resulting from thé recent raily in treasuries

Furthermore, recent new 1ssues have performed well in the secondary market providing a positive backdrep, and we expect 1ssuance ta remamn
active in the current week

- Selected recent investment grade new issuance Utitity and Pipeline new issue supply ($Bn)

Issuer AWtmgs aze  Capon  Maturty . 3 2004 5 7005 2056 2007
¥ Sominion Resow ces ing Baal/BEB T 1507 s 800XTT{/30 20 T -

427 Yirgima Eectric Power At/ 388 100 500X 114302012 10
DT FURInGg ERCtr 1€ Power SZaat/ 388 450 A.J50% 1151051007
* V8 E 1. Dupent de Nermosay Al7A %6 PARSS IFivia] 3
1*, 18 kebogy Co A3/ BBB rs 137034012

T34 PRI Gal & Diectric daa1- 228 400 11439, 2547 & ; ,
L 728 Prudental Firantiziing A A T3¢ 13a1 207 !
*1: 18 Prudentsai Financial bac A3s ke e 12:C142537 4 3
51549 NY State Electrc and Gas Bau?, BOD- vl 1241572017 R =N
1129 Wak Duney Company A2/ A 750 120012012 7 ‘g i Y
$1oN9 SeneralEecton O MDA 4,000 5 230%  12/56/2017 S {;E ) .
THL Southwestern ERCin Poaer  Bast-BB8 100 S.B7S% 3)01.1018 5 iad §§§_ ik i T i
11,29 Pepso Inc ke T3G04 63CY 0L 1% 2610 _ LT )
11049 Freddie Mac MaliMC 6000 B3TSY  REF 5 8 § 2 3 8 g 3 %
17129 Georgia Powes Campany A27A 150 5 05eR 10012038 0w b 3 z 3
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U.S. debt capital markets update imox,, — iowvewnaso @
Cecember 7, 2007 Heather Towner, VP (212) 834-4871

Utility & Pipeline sectors Steve Leamer, Awoc (212 834 40

Stephame Wai, Analyst (212) 834-3117

For distribution to issuer clients only Sarah Cressin, VP-Hyrids 212] 834-4073

Economic and Treasury market update
®  Last week’s econamic data proved slightly better than anticipated and has marginally reduced recession risks
Vehicle sales and factory orders surpnsed on the upside
Frnday's (abor repart reveaied that the labor market had remamed stabte througn November, {ending a firm fone 1o the market
Nonfarm payratis ‘ncreased 94,000 last month. and the November jobless rate held at 4.66%, essentially unchangen from s readmg 2
July when the credit market problems started
» Plam addressing stbpnme mortgage and 51V problems 3ise buoyed the markets
President Bush and Treasury Secretary Paulson unveiled a plan to aid subpnme mortgage borrowers with adjustabie rate mortgages
Late on Friday, the SuperSiV fund {formerly known as M-LEC) announced its establishment with BlackRock as its manager
State and local government mvestment pools 1n Flarnda, Montana. Connecticut and Orange County revealed that they held downgraded,
defaulted or subprime-related debt

a  Wwith the Fed revealing its awareness of detenorating conditions 1n the credit market, the market is pricing 1n 15 bps of easing, and JPMorgan
continues to forecast that the Fed will ease 25bps at bath the December and lanuary meetings before going on hold untit 4Q08

» Volatility continues in treasury rates with both the 10yr and 30yr treasury yields up 25bps since the beginning of last week

JPMorgan interest rate forecast (%) Historical treasury rates (%)

... vowda om  NW QW qe iR 5-year 10wyear Sy ear

Fed funds rate 4Ky 2.00% a0 4008 & % 5‘ B

3m UBOR § 4% 4o 410 + a5 4.7C% 4f9§

Tvr LST ERE 135 3.20% 7 a5 41 ‘: ?g .

Syr Ut FR A0 3 A% 1.0 15 4 60% ;:m

1Dyr UST &t 410 4.20% 4 & b % <Y 31.28 .

oyt UST 458 Iy %9 TS § a5 %%‘g :

M6 cutue 31 bps % bps 100 bps ¥ ops 14 bps e T
_108/3C8 curve 6 bps % bps Nopr  4itps WO bps Jan-Q7 Mar-07 May-07 JubkQ? Sep-07 Dec-07

P pen forecast as of 17/07:07, [0V oaqTa 3re- fov quarier #nd

4 TE0K Treusury due Feb 2017 Source: Boembery

investment grade primary ond secondary market update

This past week saw a heavy supply of new issuance with 28 deals pricing for over $532ba 1n supply
last two weeks have seen approximately 565bn of 1ssuance, close to 53bn of which was from the utility sector
A couple of utiity rssuers priced offerings:
West Penn Power (Baa2/BBB+) anncunced a $175mm 10-year first mortgage bond 1444 offering with IPMorgan as boakrunner
Thg{cr{:de(]brbmk quckly became oversubscnbed, generating significant demand from Migh quality mvesters. ailawing wWost Penn D ance
av- 0%
Qver 0% of tne allocations were to Nsurance companies and asset managers
Alabama Power (AL/A) priced $200mm of 5-year unsecured notes at -160bps
& Recent new 1ssues have seen broader investar partropation, including hedge funds who have been on the stdebnes for the List fow months,
resutking i oversubscnbed arder books
& 405t new 1ssues are performmg well in the secondary market partially due to many investors who have rot been allocated thewr entire orders
buying new deats when they are free Lo trade, and due to a sell off in UST yields last week
® The pnmary market continues to reprice the secondary market wider
Newty issued bonds are being priced significantly wide of secondary market levels
Thig ig likely to imit the ability of the market to rally, and inay caute 1t to widen given the magnitude of new issue disccunts

& ‘We expect ssuance to be iighter in the current week in anticipation of the FOMC meeting on December 11

Selected recent investment grade new issuance Utility and Pipeline new issue supply ($8n)

Jate  Ivsuer Ratwngs NI LOUPLN MALUT Y pea ]

oot ATEC i A2.A TLO00 %S0 ot 19/201) 170 T 2004 1005 - ta <007
7.3 ATRT i 274 200 G0 It 15:7438 200
T41 CaterpiRM EaACISEr.cey AL A <30 48% 2 58 0
4 riabarma Power £ ompafy Al A <00 4.85% i1 T4
/4 Baxter logadatatwinat sadi A SO0 5.250 "3 13 g
4 Gnted Technobges a4 TG 5 37S 4I.15.2817 g
/4 Tramocean tng 25a2,8B8- 503 5338 ls18.3013 0 5 ; :
2.4 Transocean Ing Saal. 2EB- T R 5000 J1/1503GI8 s H ; :
‘4 Trasocesn inc Zas2. BBB- ' 300 6 300 /132038 248 4 ! ¢ :
S5 US Stoel Carp Baad:8Be 300 7500 02:C1.2018 ETE LT
74 kraft Foods Inc Faal/BBBe 2000 4125 (/0157018 223 AR i I |
£2/5  rraft Foods ire 2a2/BE8+ 1 0DG  4.87% (26013038 50 JREETEINt M1 B P :
1278 West Penn Power Co Baa2/BBBe 2% 5950 12/15,2017 00 O Aehtas g “ .-
1276 Danaber Corp £2/Ar S50 4 62% B1/13/2018 170 5 2 5 -
TL4 VuanMateriak A3 Ae 1Y RN 12/15:I010 TML-'Z9 N 2 ¥
L6 Yultan Mater ol 4314 Key Sel 11 Mol Pe-] Lo s et Sete Corp
T s YuiEan Mater:ak A)/ A 15C L4001 2002017 o
“l-8 Auan Material AJ/ A %0 T8O v laein37 im

et R ma Sy W g e ek s IPMorgan -



0k
N
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Mr. Joel Peck, Clerk 0ld Dominion Power

Virginia State Corporation Commission Company

Document Control Center State Regulation and Rates
. 220 West Main Street

1300 Eas.t Mam Street PO Box 32010

Tyler Building 1F Louisville, Kentucky 40232

Richmond, Virginia 23218 www.eon-us.com

Rick E. Lovekamp

M -R | i
VIA UPS OVERNIGHT DELIVERY T e pulatory Affalrs

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

December 28, 2007

RE: Kentucky Utilities Company (Case No. PUE-2007-00098)
Preliminary Report of Action

Dear Mr. Peck:

Pursuant to the Commission’s Order, Ordering Paragraph No. 3, dated
November 5, 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 December 20, 2007 KU/ODP borrowed $100 million from Fidelia
Corporation in accordance with the order issued November 5, 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
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Mr. Joel Peck
December 28, 2007

The proceeds of the loan were used to fund capital projects described in the
application. KU elected to issue a 7 year loan to lock in historically attractive
long-term rates, but avoid the wide credit spreads which make all-in rates less

attractive beyond ten years.

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 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 Pricin E.ON AG Pricing |

Low bid above seven-year treasury 1.61%

| Seven-year treasury rate 3.84%
All-in cost 5.45%
Avg. 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 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)

Issuer Moody's / 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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Mr. Joel Peck
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 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,

Rick E. Lovekamp

cc:  Dan Arbough
Kendrick Riggs — Stoll - Keenon - Ogden
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Wiedmar, John

From: Heintzen, Lioba [Lioba.Heintzen@eon.com]
Sent: Tuesday, December 18, 2007 8:23 AM

To: Wiedmar, John

Subject: WG: Spread

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

An: Heintzen, Lioba

Betreff: RE: Spread

Hallo Frau Heintzen,

we currently estimate E.ON to pay T+170 on an indicative basis in USD 100M and a 7y maturity. Reference would be the
interpolated rate between the Sy and the 10y Treasury (3 3/8, Nov 2012 and 4 1/5, Nov 2017), currently 3.77%.

Please bear in mind, that markels, including the US PP market, are currently volatile and do not hesitate to let me know. should
you require any further information.

Beste Griide

Michael Schroeder
A8S Cioba! Banking & Markets
Offica =44 20 7085 1204 1 Mobile -44 7725 052485 Fax +44 20 7085 3607

From: Heintzen, Lioba [maifto:Lioba.Heintzen@eon.com]
Sent: 18 December 2007 09:06

To: SCHRCEDER, Michael, GBM

Subject: Spread

Hatto Herr Schrider,

«ch brauche fir meine US Kollegen flr rein intemne Zwecke einen Refinanzierungsspread. Und zwar hatte ich gem gewuflt.
weichen ail n Spread E.CN zu zahlen hitte fir ein USD 100m Privat Placement mit einer Laufzeit von 7 Jahren, £E5 ware nett,
wenn Sie mir die Refersnzanleihe nennen kénnten ung mir eine mait in Englisch als Antwort schicken.

Vielen Danki

Mt frearaichen OruBen/Kind regards

Treasury
T £4% & 11-45 75-535
F-i3 21115 79269

12183007



Messags

Wiedmar, John

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

Subject: WG US Refinancing Spread

Von: Martin.Schns@barclayscapital.com [mailto: Martin. Sohnsi@barclayscapital.com]
Gesendet: Montag, 17. Cezember 2007 17:51

An: Heintzen, Lioba

Cc: Martin.Gueldenberg@barclayscapital.com

Betreff: RE: US Refinancing Spread

Hailo Frau Heintzen,

Please find our spread mdication for an E.ON 7y private placement of USD 100m.
UST +173hp

Retevant US Benchmark is: US Treasury 4.5% 15.11.2014

Please let knaw if you need additional information.

Kind Regards, Martin Sohns

From: Heintzen, Lioba [mailto:Lioba.Heintzen@eon.com)
Sent: 17 Cecember 2007 11:19

To: Sohns, Martin: CorporateSales (FFM)

Subject: US Refinancing Spread

Hallo Herr Schns,

Page tor'2

konnten Sie mir den all in Spread Uber Treasuries nennen, den E.ON zu zahlen hitte fiir ein USD 100m Private Placement
mit festem Zinssatz fiir eine Laufzeit von 7 Jahren? Es wdre nett, wenn ich eine mail in Enghisch hekommen kénnte. cie

auch die Referenztreasury benennt.
Canke!

Mo freirathchen Seadenond regards
Lha earten

T -4 2 1145 79-5n5

T +43 211 45 79-569

LALna, fewtzansleon L om
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-

[
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S Refipancing Spread

Wiedmar, John

From: Heintzen, Lioba [L.oba.Heintzen@eon.com]
Sent: Monday, December 17, 2007 12:26 PM

To: Wiedmar, John

Subject: WG: US Refinancing Spread

Von: Lingnau, Philipp (GCM) [maitto: Philipp.Lingnau@morganstaniey.com}
Gesendet: Montag, 17. Dezember 2007 13:17

An: Heintzen, Lioha
Betreff: RE: US Refinancing Spread

Dear Mrs Haintzen,

pis find attached the levels for a 7 year USD Private Placement for E.ON:

EDP 125 T+205
EDP 18s T+223
ENEL 17s T+225

For 2 $100MM deal for E.ON-

10yr T+220 L+152
Tyt T+215 L+137

With hest regards

Phiipp Lingrau

Philipp Lingnau - Managing Director
tdorgan Saniey | Global Capilal Markets

20 Bank Street " Canary YWharl ; Floor G5

London, £14 3AD

Phone: -44 20 7577-681§

Mobite” =34 77590-60329

Fax. =44 20 7356-1132

“ralipp L egnasgmarganstaniey coam

From: Heintzen, Lioba {maiito:Lioba.HeintzenCean.com)

Sent: 17 December 2007 11:24
To: Lingnau, Philipp (GCM)
Subject: US Refinancing Spread

=&H0 ~arr Lingnau,

E2 172007

Page 1 ot 2
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U.S. debt capital markets update ook,  inoiaen o b6
sovember 10, 2007 Heather Towner, VP E

Utility & Pipeline sectors Steve eamer. Ao

Stephanie Wat, Analyst

For distribution to issuer clients only Sarah Chssin, ¥P-ybrids (212) 344073

Economic and Treasury market update

= Tighter credit condibons, nising oil prices, and intensified contraction in residential investment have led JPMorgan econcrmists to revise GDP
growth forecasts down to 0.5%1n 4Q'07 and 1.5% in 1’08

8 Recent economic data continues to fuet a Right to quality and suggest future slow down in growth
Headline risk from financial institutions reporting eamings or asset wnte-downs
Energy prices remain high, aithough on speculation that OPEC may increase production, have fallen below 530
Concerns of geciimng dollar and tightemng credit conditions may begin to affect busmess spending in the THO8

® Fed Chairman Bermanke cbserved that the FOMC “will have to judge whether the cutiock for the economy or the balance uf ruks has shifted
materially” by “taking account of the incoming econamic data and the orgoing developments in the financial markets”

&}‘:s stﬁm}nt sparked the targest two-day ralty in equities in over 5 years as investors gained confidence that the Fod will cut rates on
ember 1

Futures have priced in 100K chance of a 25bp rate cut and J0% probability of a S0bp cut
JPMorgan cantinues 1o fonecast that the Fed will ease 25bps at both the December and January meetings before gang on held until 4QC8
= Treasury ylelds continued to fall, with the 10yr UST touching 3.81% at one point during the week

JPMorgan interest rate forecast (%}

Histarical treasury rates (%)

WHod? Q08 mm xom Q0 5_§g . - S-year t-year 10-year

Fed Nanvda raty im om 00N Pe L g 3

1n LIBOR 343 4 40% 4308 445 T 4;% NS N - -

2yr ust Lo 1o 1.20% 14 a3tn 2.22 iiad T N

g1 usT 138 5.48% 170 Y., 8 460 4"" .

gt UST FEFN o 420 Iy §.06% J:?g :

yr ST " 438 4.50% .. Iy 5 a5 ; 3? :

87108 curve It Dps 104 bps 108 bps ¥ nps £S bips RS T o T T
| Out 3l curve “pps  Abps obps B Wke an-07 toar 07 may-07 +al07 Seg 7 Sgv-07
Puorgen forecait a3 of 11 I0IQT; foresils ore R Quartas-wrxf — .

C X TSR Treasy Jow P 237
Investment grade primary and secondary market update
= Given the relative market stabili SS?km of investment grade supply last week across 10 new issues, with Thursday being the
Busiest. aay of t&se%mma et y bewng

sac the year in A
8 Many (ssuers are taking ‘é'e view that it s prudent to lock in Hquidity at historicatly attractive ylelds before year-end, given the market

uncertainty in 1G04
u Selected utility ssuance includes:
godﬂc G: and Electric (Baa1/BBB+) announced a 5500mm (will not grow) offering of 10 year sentor unsecured bonds with JPMorgan 2s

The transaction moved through the market gunckly, pnang within 4 hours of announcement
The orderbook closed nearly 4 times oversubscrbed, dominated by asset managers and insurance compantes
The sigmficant demand allowed the company to price at +167 bps, the tight end of the »170 area guidance

New York State Electric and Gas (Baa1/BBB+| with iPMorgan as bookruniner, priced 5200mm of 10yr unsecured notes at «2250ps via 3 1444
with no registration rights mmact(von pn Gyeru 22500

This was NYSERG's first transaction since December 2006
The orgerbook was composed of high quabity insurance compames and asset managers
Dominton Resources (BaaZ/B88) and 1ts operating cormnpany, Virginia Electric Power (Baa1/BB8) priced $1.4bn acress &, 10, and ¢ senior
unsecured bonds
'}':e cog}ip:‘ny vitimately priced 10yrs at the holding company at +210b0s, and 5s and 30s at the operating company at =175 and -200bps,
espec y
The current outstanding Virginia Electnc Pawer long bond due May 2037 was tragmg at +165bps
s Wwhile the secondary market remains rather illi , and deals this week have Come at significant concessions to secondary benchmarks 125
45bps to cash), issuers remamn focused on the attractive all-in coupons resutting from the recent rally in treasunes

® Furthermore, racent new issues have performed well 1n the secondary market providing a positive backdrep, and we expect 155L:ance to remam
sctrve iy the current week b ® pec

Utility and Pipeline new issue supply (58n)
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T 8 Pacic GAS B Simets o AR .
B Yrucentul Fmancialing ) '
8 Pruceetsat Financial tac 12,0142337 [#3 ] 1
1529 NY Staté Electre snd Gos tasl: pile iU 5.150% 13152007 215
'A% Wak Durey Corpany A 750 4.700% 116102512 1:3% b)
11419 SeneralBectr Co AN ANA 4000 8 2908 12406/2817 130 - .
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= 11/79 Pepswo ing aZiar 1000 4 850%  201%. 1613 128 y S e
T 11019 Freadme Mac A A 5000 33753 *AEF 2 a3 g 5
S 11049 Georgaa Power Company a2/ k 00 6.0 02/0Y.2018 < 3 3 z
" P e A IRY BN L miine D Dors »uice. (et Qaka (6D

JPMorgan



U.S. debt capital markets update

Utility & Pipeline sectors

New York
Week ending
Cecember 7. 2007

Poter Matonia, AD
Amsha Mehra, ED
Heather Towner, vP
Steve Leamer, Assoc
Stephame Wai, Analyst

(212) 83<- 1808
(212) 834-3913
(312) 834-4871
12121 334-40

1212) 834-3117

For distribution to issuer clients only

Economic and Treasury market update

8 Last week's economic data proved slightly better than anticipated and has marginatly reduced recession risks
vehicle sales and factary arders surpnsed on the upside
Friday ¢ iapar repart revealed that the labor market had remarned stable thmougn November, iending @ firm tone to the market
Honfarm payroits creased 94,000 last month, and the Hovember 1obless rate held at 4.66%, essentially uncharged from s reading
Juty when the credit market problems started
s Flans addressing subpame mortgage and SIV prodblems 2lso buoyed the markets
President Bush ang Treasury Secretary Faulson unveiled a plan to aid subprime mortgage borrowers with adjustabile rate nortgages
Late on Friday, the SuperSIY fund (formerty known as M-LEC) announced 1ts establishment with BlackRock as 1ts manager

State and local government investment pools tn Flonda, Montana, Connecticut and Orange County revealed that they hetd downgraded,
defaultad or subprime-related dett

& With the Fed revealing its awareness of detenorating condiions in the credit market, the market 15 pricing 1 35 bps of easing, and ;PMorgan
continues to forecast that the Fed will ease 25bps at both the December and January meetings before going on hold until 4Q08

s Yolatility continues n treasury rates with both the 10yr and 30yr treasury yields up 25bps since the beginning of last week

Sarah Chessin, ¥P-rHybrids (212} 834-4073

(g

JPMorgan interest rate forecast {%)

Historical treasury rates (%)
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Fed tunds rate asos” T a0tk o aae s L
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Investment grade primary and secondary market update
n This

t week saw a heavy supply of new issuance with 28 deats pricing for over $31bn in supply
e last two weeks have seen approximately 565bn of tssuance, close to S3bn of which was from the utility sector

& A couple of utihity ssuers priced offenngs:
West Penn Power (Baa2/BBB+) announced 3 S175mm 10.year first mortgage bond 1444 offering with JPMorgan as bookiunner
The crderbook guackly became cversubscribed. generaling sgmificant dermand from hgh quahity imvestors, allawing Wost Pean 1 snce
at 7 - 200bps
Jver 0% of tne allacations were to Mniurance companies and asset Mmanagers
Alabama Power (A2/A} priced 5200mm of S-year ynsecured notes at -160bps

8 Recent new 1ssues have seen broader investor carticpation, nciuding hedge funds who have been on the sicelines far the (a5t fow maaths,
resuiting i oversubscribed order books

® ost new issues are performing weil i the secondary market partiatly due o many mvestors who have not been allocated their entice orders
buying new deals when they are free to trade, and due to a salt off in UST yields last week
s The primary market cContinues to reprice the secondary market wider
Hewty s3ued bords are being priced sigmficantly wide of secondary market levets
This 1 likely to bmit the ablity of the market to rally, and may cause it to widen given the magnitude of new Siue discournts

® We expect ssuance to be {ighter i the current week n anticipation of the FOMC meeting on December t1

Selected recent investment grade new issuance Utility and Pipeline new issue suppljt(SBn}
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