
Ms. Stephanie L. Stumbo 
Executive Director 
Kentucky Public Service Commission 
21 1 Sower Boulevard 
P.O. Box 615 
Frankfort, Kentucky 40602-061 5 

December 19,2008 

PUBLIC SERVICE 
COMMISSION 

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 December 15, 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: 
Lender: 
Amount: 
Maturity Date: 
Interest Rate: 
Price Paid: 
Proceeds: 
Commissions Paid: 
Legal Costs: 
Security for Loan: 
Interest Payments: 

Kentucky Utilities Company 
Fidelia Corporation 
$75 million 
December 17,2018 
7.035% 
100% 
$75 million 
None 
None 
None 
June 15 and December 15 of each year 
commencing June 15,2009 

Kentucky Utilities Company 
State Regulation and Rates 
220 West Main  Street 
PO Box 32010 
Louisville, Kentucky 40232 
www eon-us corn 

Rick E Lovekamp 
Manager - Regulatory Affairs 
T 502-627-3780 
F 502-627-3213 
rick iovekarnp@eon-us corn 

The proceeds of the loan were used to fund capital projects described in the 
application. 
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Ms. Stephanie L. Stumbo 
December 19,2008 

Low bid above ten-year treasury 
Ten-year treasury rate 
All-in cost 
Average bid above ten-year treasury 
Ten-year treasury rate 
All-in cost 

KU Pricing E.ON AG Pricing 
4.34% 
2.695% 
7.035% 

5.25% 
2.695% 
7.945% 

Issuer 
Consolidated Edison Co. 
Oklahoma Gas & Electric 
Wisconsin Gas Light 

Rick E. Lovekamp 

Moody's I 
S&P Maturity Spread 

AI IA- 12/1/2018 + 450 bps 
A2/ BBB+ 1/15/2019 + 459 bps 

A2IAA- 12/5/2018 +475 bps 
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Pcler Madonia, MD 12121 834.,3806 
1212) 834.4918 

December 5. 2008 Slew teamer, A I I O C  (212) ti34 4084 
Stephanie Mi. Analyst 1212) 834 3117 

U.S. Debt. Capital Markets update $:;:,& Anisha Mehra, ED 

Utility Et Pipeline sectors 
For distribution to issuer clients only 

to combat a deepening recession 
Furlher decisions on policy inilialives are Iiheiy l o  Came a1 tile December 15.16 FOMC meeting, as conlinuerl Fed Funds easing i s  l imited 

J ? Morgan Ioiecasls the Fed adopting a Zero interest rate policy, cullins the Fed funds targcl to OX by January 2009 
m n c o w i i l l e e  of L'conomists at the t-lalionai Bureau far Economic Research INBER) officially declared the economy in a recession since 

Occcmber 2007, making the currenl conltaction lhc  longest since 1982 
The Commitlee Judged lhc recession on four key monthly economic indicators including employment, Industrial oulput and sales. ralher 
than the traditional measure of  lwo conseculive quarterly declines in gross domestic product 

n Conrcms aroiind Ihe dcptii of llie iecessioii worsened as change in  nonfarm payrolis surprised to l l ie downside a t  -513K VI inarhet 
expectations of .3351(. markin! the larger1 monthly drop since 1974 

Ti,? aulo indusliv continues lo  ask Conpress far a rescue oackase. likelv addine to ihe eovernment's sueeort of troubled sectors 
The unemploymenl rate also climbed lo  b 7X from 6.,5% i a s l  month 

ct 

E High grade bond spreads are unlikely to railymeaningluily in l l ie coming months, with inveslors contlnuing l o  be cash constrained 

The sustained Treasury rally continues IO pressure credit spreads 
The ourlook for hlgli grade bond Yaluations balance5 tightening from historic wider with a rapidly deteriorating economic environment and 
worsening credit fundamcntals 

Traditional high grade bond investors, iniurance companies, financial companies, assel managers and foreign Investors, are not expected 
to be aggressive buyers of bonds in the near term 
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Few catalysts exlsi lor  spread l igh tcn ln~  in tH'09 
Recenl economic dala confirms depth of recession similar to that of the eariy 1980'8 
Fuli effect 01 the economic downturn expected 10 appear in weaker 4WO8 corporate rcsulls 
High grade bonds wr ia in  expensive vs alternalive assel Ciasses 
Looming supply overhang with a record ainOLinl of iedemplions (5650bn in 20091 

Hig!i giadc ctedit rprcadr and yields should begin 10 decline in ZH'09 as the massive fiscal and monctary intewentions begin la work 
Govermnenl investrneiil via TAR?, TLGP, economic stimulus packager and other fulurc governmen1 programs 

Goldman Sachs, Morgan Stanley, J ? Morgan, Bani. of America, Ciligroup, LVells Fargo, Royal Bank of Scotland, and GC lhave all issued under 
in? FDIC's Temporary Liquidity Guaranlee Program (TLGPI for a total of 548bn 
Headinf into year end, new issue rnarheb hava s t i l l  ~101 compictely opened lo "088" issuers, with only 6 BOB Industrial issuers coming 10 
market since Lehman's chapter 1 1  fiiinq 
i ir has  been the Case recenlly, ut i l i ty and pipeline sector issuance dominaled Ihe markel l as l  week: 
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Wisconsin Public Service (Aa3lA+)  issued 5250mm 7.yr FA% a l a  yield 01 6 375% IT1434 5bps) This war lhe firs1 Utility Seclor 7.yr 

Consolidated Edison Company of NY (AIIA.)  3nncirnccd a benchmark sized issuance of  tGyr  noles Due lo  subslanliai demand. CanEd 
irrued since hlay J P A!oigan was bookrunner 



Barclays Capital Weekly Utility DCM Update  (December 5 -December 12) 
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DOMLSTlC ISSUANCE J H l S  WEEK (excludes FDIC guaranteed tssmnce) 
CPN SPRD 
i 950 639 
7 8 7 5  -5967 

1 ; U W  .I362 
S E X  ,437 
6 3 7 5  -325 
G 2% .4i5 
5 375 -675 
6 250 ._ 
!: 2% . 3 i O  
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