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Ms. Elizabeth O'Donnell 
Executive Director 
K.entucky Public Service Commission 
2 1 1 Sower Boulevard 
P.O. Box 615 
Franltfort, Kentucky 40602 

July 1 1,2006 

m: Kentucky Utilities Company (Cnse No. 2006-00155) 

JUL 1 2 2006 Kentucky Utilities Company 

State Regulation and Rates 
P ~ & u c  ~ E R V ~ ~ ~  220 West Main Street 

~ M M I s s ~ ~ ~  PO BOX 32010 
Louisville, Kentucky 40232 
www.eon-us.com 

Dear Ms. O'Donnell: 

Pursuant to Ordering Paragrap11 No. 6 of the Commission's Order in the 
aforementioned proceeding, Kentucky Utilities Company ("KU") hereby files 
an original and tlvee (3) copies of information related to an issuance under said 
Order. 

On June 23, 2006, KU borrowed $50 million from Fidelia Corporation in 
accordance with the order issued May 22, 2006 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 
$50 million 
June 23,2036 
6.33% 
100% 
$50 million 
None 
None 
None 
June 23 and December 23 commencing 
December 23,2006 

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

The interest rate was set using the lowest rate quoted to I<U at 1.07% above the 
yield on the thirty-year treasury bond (5.26%). The supporting price 
indications from the investment banlts are attached along with a copy of a page 
from Rloornberg showing the yield on the treasury bond. The lowest rate 



Elizabeth O'Domell 
July 1 1,2006 

quoted to I<U by the investment banks was lower than the lowest bid quoted to 
E.ON A.G Once again, the supporting price indications are attached. The bids 
are surninarized in the table below: 

The proceeds of the loan were used to fund capital projects described in this 
application. 

Low bid above thirty-year treasury 
Thirty-year treasury rate 
All-in cost 
Low bid above thirty-year treasury 
Thirty-year treasury rate 
All-in cost 

Please confirm your receipt of this illformatioil by placing the File Stamp of 
your Office on the ei~closed additional copy and returning it in the envelope 
provided. 

Should you have any questions regarding this transaction or this information, 
please contact me at (502) 627-3780 or contact Don Harris at (502) 627-2021. 

IcTJ 
Pricing 
1.07% 
5.26% 
6.33% 

Sincerely, 

E.ON AG 
Pricing 

1.10% 
5.26% 
6.36% 

~ i d t  E. Loveltamp 

cc: Dan Arbough 
Kendriclt R. Riggs - Stoll . Iceenon . Ogden 



KU Intercompany Loan with Fidelia ($50MM) 
Spread Comparison - July 6,2005 

KU - E.ON AG 

Citigroup 1.07% 
JP Morgan 1 .21°/0 
Barclays 1.22% 
UBS 1.25% 
Morgan Stanley 1 . lo% 
ABNAmro 1 .20% 

Lowest Rate - KU, E.ON AG 1.07% 4.10% 
(Three Lowest Quotes for each) 

30-Year US Treasury Rate at Pricing 5.26% 

All-in Rate 6.33% 
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Kentucky Utilities Indicative Pricing Page 1 of 1 

Horne, Elliott 

From: Hiller, Howard L [GFI] [howard.l.hiller@citigroup.com] 

Sent: Monday, June 19,2006 9 2 1  AM 

To : Horne, Elliott 

Cc: Arbough, Dan; Rice, Christopher [GFI] 

Subject: RE: Kentucky Utilities Indicative Pricing 

Based an recent (June 5) SDG&E 20,-year FMBs, AlIA+, at +86bp, we would use about +95-100bp. (The 
SDG&E deal was index-eligible -- $250mm -- and a $50mm deal would have a small premium.) Markets are also 
still quite choppy. 

To get to all-in, you have to add about 7 bp. 

I hope that is responsive. 

Regards, 

Howard 

Howard Hiller 
Managing Director 
Fised Income Capital Markets 
Citigroup Global Markets Inc. 
390 Greenwich Street, 4th Floor 
New York, NY 100 13 
212 723 6098 
howard.l.hiller@citigroup.com 

-----Original Message--.--- 
From: Horne, Elliott [mailto:Elliott.Horne@eon-us.com] 
Sent: Monday, June 19, 2006 9:09 AM 
To: Hiller, Howard L [GFI] 
Cc: Arbough, Dan 
Subject: Kentucky Utilities Indicative Pricing 

Howard, 
Can you please have your capital markets desk provide me with some indicative 
pricing (all-in spread) on a Kentucky Utilities first mortgage bond (Rated 
A I J A ) .  The term would be 30 years and the amount would be $ 5 0  million. We 
are pricing an intercompany loan this week and our regulators require that we 
obtain pricing from independent parties in pricing the intercompany loan. 
Please call me at ( 5 0 2 ) 6 2 7 - 3 6 5 2  if you should have any questions. Thanks for 
your help ! 
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Kentucky Utilities indicative new issue pricing 

Maturity 30 

Reference Treasury 5.375% 02/31 

Treasury Yield 

Reoffer Spread (bps( 

Coupon (%) 6.35 - 6.40 

Amortized fees (bps) 

ALL-in Cost (%\ 





Disclaimer 

Thts document has been pr~pared by Barclays Capital, the investment banking division of Barclays Bank PLC ( Barclays ), for informatton purposes only Ttils do~ument is an 
indicative summary of thr  terms and condittons of the securtties/transact~on described neretn and may be amended, superseded or replaced by subsequent summaries The 
final terms and condttions of the securittes/transaction will be set out In full in the appltcable offertng docurnent(s1 or bindtng transactiondocument(s) 

This document shall not constctute an underwrtting commitment. tn offer of ftnancing, an offer to  sell, or the soltcitation of m offer to  buy any securities descr~bed herein. 
whtch shall be subject to Barclays internal approvals. No transaction or servtces related thereto is contemplated without Barclays' subsequent formal agreement brclays IS 

acttng solely as prtnctpal and not as advisor or fiduciary. Accordtngly you must independently determine, with your own advisors, the approprtateness for you of the 
securtties/transaction before investing or transacttng. Barclays accepts no ltabtlity whatsoever for any consequential losses ansing from the use of thts document or reltance on 
the tnformation contained herein. 

Barclays does not guarantee the accuracy or completeness of cnformat~on which is contained In this document and which IS stated to have been obtained from or IS based upon 
trade and statisttcal services or other third party sources. Any data on past performance, modelling or back-test~ng contained herein is no indication as to future performance. 
NO representation is made as to the reasonableness of the assumptions made wtthtn or the accuracy or completeness of any modelling or back-testing All opinions and 
estimates are given as of the date hereof and are subject to change. The value of any investment may fluctuate as a result of market changes. The information in this 
document IS not intended to predtct actual results and no assurances are gtven with respect thereto. 

Barclays, tts affiliates and the indlvlduals associated therewith may (in various capactttes) have positions or deal in transacuons or securities (or related derivatives) tdentical or 
similar t o  those descrtbed herein. 

IRS Circular 230 D~sclosure Barclays Capital and tts afftliates do not provtde tax advice. Please note that (I) any discussim of US tax matters contatned in this communication 
(includtng any attachments) cannot be used by you for the purpose of avoiding tax penalties. (it) this communication was written to support the promotion or marketing of the 
matters addressed heretn, and (111) you should seek advtce based on your particular circumstances from an tndependent tax advtsor 

BARCLAYS CAPITAL INC.. THE UNITED STATES AFFILIATE OF BARCLAYS CAPITAL, THE INVESTMENT BANKING DIVISION OF BARCLAYS BANK PLC. ACCEPTS RESPONSIBILITY 
FOR THE DISTRIBUTION OF THIS DOCUMENT IN THE UNITED STATES. ANY TRANSACTIONS BY US PERSONS IN ANY SECURITY DISCUSSED HEREIN MUST ONLY BE CARRIED 
OUT THROUGH BARCLAYS CAPITAL INC.. 200 PARK AVENUE. NEW YORK. NY 10166. 

NO ACTION HAS BEEN MADE OR WlLL BE TAKEN THAT WOULD PERMIT A PUBLIC OFFERING OF THE SECURIIIES DESCRIBED HtRElN IN ANY IUIIISDIC1 ION IN WHICH 
ACTION FOR THAT PURPOSE IS REQUIRED. NO OFFERS, SALES. RESALES CR DELIVERY OF THE SECURITIES DESCRIBED HEREIN OR DISTRIBUIION Ot  ANY OFFERING 
MATERIAL RELATING TO SUCH SECURITIES MAY BE MADE IN OR FROM ANY JURISDICTION EXCEPT IN CIRCUMSTANCES WHICH WILL RESULT IN COMPLIANCE WITH ANY 
APPLICABLE LAWS AND REGULATIONS AND WHICH WlLL NOT IMPOSE ANY OBLIGATION ON BARCLAYS OR ANY OF ITS AFFILIATES. 

THIS DOCUMENT DOES NOT DISCLOSE ALL THE RISKS AND OTHER SIGNIFICANT ISSUES RELATED TO AN INVESTMENT IN THE SECURITIES/l~IIANSACIICN\I. PRlOl? TO 
TRANSACTING, POTENTIAL INVESTORS SHOULD ENSURE THAT THEY FULLY UNDERSTAND THE TERMS OF THE SECURITIES/TRANSACTION AND ANY APPLICABLE RISKS. 

Barclays Bank PLC IS regtstered in England No. 1026167. Registered Office 1 Churchill Place. London El4 5HP Copyrtyht Barclays Bank PLC, 2006 (dl1 rtytlts reserved). Thts 
document IS conftdential, and no part of i t  may be reproduced, dtstrlbuted or transmttted wtthout the prior written permtsston o f  Barclays. 



Horne. Elliott 

From: 
Sent: 
To: 
Cc: 
Subject: 

Heintzen, Lioba [Lioba.Heintzen@eon.com] 
Manday, June 19,2006 12:29 PM 
Arbough, Dan 
Horne, Elliott 
WG: E.ON 30y CJSD financing indications 

Indication number 1 for the loan pricing on Friday. 

- - - - - Urspriingliche Nachricht - - - - - 
Von: tilo.kraus8ubs.com [mailto:tilo.kraus8ubs.com] 

Gesendet: Montag, 19. Juni 2006 18:15 
An: Heintzen, Lioba 
Betreff: E.ON 30y USD financing indications 

Dear Frau Heintzen, 

we had a look at E.ON1s potential refinancing costs in USD for a 30y offering.The best 
comparable from our perspective for E.ON in the US market appears to be UU, which however 
has a worse rating. UU1s 2018s are trading at 127 over treasuries whilst the 2028s are 
trading at T + 140 or 6.58% . 

On that basis we would see a 30y E.ON issue at around T + 125 or a new issue yield of 
6.44%, reflecting the better credit quality. This would swap into roughly MS + 63 bps 
including fees. 

Please do not hesitate to contact us should you require further information. 

Best regards, 

Tilo Kraus 

This communication is issued by UBS AG or an affiliate ("UBS1') by the Sales or Trading 
Department to institutional investors only and is not research. It is for informational 
purposes and is not an official confirmation of terms. It is not guaranteed as to 
accuracy, nor is it a complete statement of the financial products or markets referred to. 
Opinions expressed are subject to change without notice and may differ or be contrary to 
the opinions or recommendations of UBS Investment Research or the opinions expressed by 
other business areas or groups of UBS as a result of using different assumptions and 

criteria. UBS may, as principal or agent, have position in, 

underwrite, buy or sell, make a market in, or enter into derivatives transactions in 
relation to any financial instrument or asset 



referred to in this email. Unless stated specifically otherwise, this is not a 
recommendation, offer or solicitation to buy or sell and any prices or quotations 
contained herein are indicative only. UBS has policies and procedures designed to minimise 
the risk that that officers and employees are influenced by any conflicting interest or 
duty and that confidential information is improperly disclosed or 

made available. To the extent permitted by law, UBS does not accept any liability arising 
from the use of this communication. 

For additional information, please contact your local sales or 

trading contact. @ 2005 UBS. All rights reserved. 
Intended for recipient only and not for further distribution 

without the consent of UBS. 

The information contained in this transmission is intended only for the person or entity 
to which it is directly addressed or copied. It may contain material of confidential 
and/or private nature. Any review, retransmission, dissemination or other use of, or 
taking of any action in reliance upon, this information by persons or entities other than 
the intended recipient is not allowed. If you received this message and the information 
contained therein by error, please contact the sender and delete the material from 
your/any storage medium. 



Spread ... Page 1 of 2 

Horne, Elliott 

From: Heintzen, Lioba [Liaba.Heintzen@eon.com] 

Sent: Monday, June 19, 2006 12:29 PM 

To : Arbough, Dan 

Cc: Horne, Elliott 

Subject: WG: 30y financing costs 

Indication 2 

Von: Bilo, Stephanie (GCM) [mailto:Stephanie.Bilo@morganstanley.corn] 
Gesendet: Montag, 19. Juni 2006 16:37 
An: Bilo, Stephanie (GCM); Heintzen, Lioba 
Cc: Lingnau, Philipp (GCM) 
Betreff: RE: 30y financing costs 

Hi Liaba 

With regards to you request: 

We believe that in the current markets E.ON AG could currently refinance at T+ 1 1 Obps for 30 years (above US T 
Feb-31), which is Mid Swaps + 56. 

Best regards, 

Stephanie 

Stephanie Bilo - Vice President 
Morgan Stanley I Global Capital Markets 
20 Cabot Square I Canary Wharf I Floor 01 
London, E l 4  4QW 
Phone: +44 20 7677-2041 
Mobile: +44 77663-67692 
Fax: +44 20 7056-2226 
Stephanie.BiIo&mp_rga_fistanIev.co~ 

The information contained in this translnission is intended o~lly for the person or entity to which it is 
directly addressed or copied. It inay contain inaterial of confidential andor private nature. Any review, 
retransnlission, disseinillatiori or other use of, or taking of any action in reliance upon, this infomiation 
by persor~s or entities other than the intended recipient is not allowed. If you received this message and 
the information contained therein by error, please contact the sender and delete the material from 
yourlany storage medium. 

The information contained in this transmission is intended only for the persori or entity to which it is 
directly addressed or copied. It may contairl inaterial of confidential andor private nature. Any review, 
retransmission, disseivination or other use of, or taking of any action in reliance upon, this infollnation 
by persons or entities other than the illtended recipient is not allowed. If ~ O L I  received this message and 
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the information contained therein by el-sor, please coiltact the sender and delete tlie material f r o ~ l ~  
yourlany storage medium. 



Horne, Elliott 

From: 
Sent: 
To: 
Cc : 
Subject: 

Heintzen, 1-ioba [Lioba.Heintzen@eon.cam] 
Monday, June 19,2006 12:49 PM 
Arbough, Dan 
Horne, Elliott 
WG. US$ Levels 

Are these indications in line with your expectations? 

Mit freundlichen Gruf3en / Kind regards 

Lioba Heintzen 
E .ON AG / Tre.asury 
E.ON-Platz 1 
40479 Dusseldorf 

- - - - -  Ursprungliche Nachricht----- 
Von: hussain.hussain@uk.abnamro.com [rnailto:hussain.hussain@uk.abnamro.corn] 

Gesendet: Montag, 19. Juni 2006 15:45 
An: Heintzen, Lioba 
Betreff: US$ Levels 

Dear Ms Heintzen, 

As requested please find below indicative new issuance levels for E.ON: 

- for a 30 year US$ 50 mln issue the all-in cost would be UST + 120 bp = Libor + 60 bp 
(reference UST is the UST 4.25% due February 2036). 

I hope this information is useful 

Please do not hesitate to contact me if you have any queries 

Kind regards, 

Hussain Hussain 
Corporate Origination 
ABN AMRO 
250 Bishopsgate 
London EC2M 4AA 
UK 

Phone : +44 ( 0 )  207 678 8710 
Fax: +44 (0) 207 678 3597 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
This message (including any attachments) is confidential. and may be privileged. If you 
have received it by mistake please notify the sender by return e-mail and delete this 
message from your system. Any unauthorised use or dissemination of this message in whole 
or in part is strictly prohibited. Please note that e-mails are susceptible to change. ABN 



AMRQ Bank N.V, which has its seat at Amsterdam, the Netherlands, and is registered in the 
Commercial Register under number 33002587, including its group companies, shall not be 
liable for the improper or incomplete transmission of the information contained in this 
communication nor for any delay in its receipt or damage to your system. ABN AMRQ Bank 
N.V. (or its group companies) does not guarantee that the integrity of this communication 
has been maintained nor that this communication is free of viruses, interceptions or 
interference. 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

The information contained in this transmission is intended only for the person or entity 
to which it is directly addressed or copied. It may contain material of confidential 
and/or private nature. Any review, retransmission, dissemination or other use of, or 
taking of any action in reliance upon, this information by persons or entities other than 
the intended recipient is not allowed. If you received this message and the information 
contained therein by error, please contact the sender and delete the material from 
your/any storage medium. 


