
an company 

Ms. Elizabeth O’Donnell 
Executive Director 
Kentucky Public Service Commission 
2 1 1 Sower Boulevard 
Frankfort, Kentucky 40602 

September 2 1 , 2007 

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 September 14, 2007, KU borrowed $100 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: 
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 
September 14,2028 
5.96% 
100% 
$100 million 
None 
None 
None 
March 14 and September 14 commencing March 
14,2008 

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 

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

http://www.eon-us.com
mailto:rick.lovekamp@eon-us.com


Ms. Elizabeth O'Donnell 
September, 2 1 , 2007 

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

All-in cost 
Ten-year treasury rate 

The interest rate was set using the average rate quoted to E.ON A.G. at 1.58% 
above the yield on the ten-year treasury bond (4.38%). The supporting price 
indications from the investment banks are attached along with a copy of pages 
from Bloomberg showing the yield on the treasury bonds. The average rate 
quoted to E.ON A.G. by the investment banks was lower than the lowest bid 
quoted to KIJ, which was based on 1.47% above the yield on a thirty-year 
treasury bond (4.66%). Once again, the supporting price indications are 
attached. The bids are summarized in the table below: 

1.47% 
4.66% 
6.13% 

1.58% 

5.96% 
4.38% 

I KU Pricing I ELON AG Pricing. I 

Issuer 
Progress Energy 
Florida 
Connecticut Light & 

Moody's / S&P Maturity Spread Rate 

A2 /A- 09/15/2017 bps 
+ 135 5.80% 

+ 145 5.75% 

The 5.96% all-in rate for this 21 year borrowing is between that of recent ten- 
year and thirty-year debt issuances from other energy companies with a similar 
credit rating. (See table below along with attached support documentation). 

Power 
Enel Finance Intl 

A3 / BBB+ 09/01/2017 bps 
AIIA 09/15/2017 +180 bps 6.25% 

Progress Energy 
Florida 
Connecticut Light & 
Power 
San Diego Gas & 
Electric 
Enel Finance Intl 

6.35% 

6.375% 

6.125% 

A2 /A- 09/15/2037 +160 bps 

A3 / BRB+ 09/15/2037 +175 bps 

A 1 /A+ 09/15/2037 +142 bps 
Al/A 09/15/2037 +209 bps 6.80% 



Ms. Elizabeth O'Donnell 
September, 2 1 , 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. Lovekarnp 

cc: Dan Arbough 
Kendrick Riggs - Stoll Keenon * Ogden 
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Peter Madonia, MD (212) 814 3908 

Sepi 14, 2007 Weather Tovrne:, VP (2121 831.481; 
Steve learner, ASSOC (L1Zj 8 3 4 . 4 3 1  

U. S. debt capital markets update ~ ~ ~ ~ ~ ~ ~ j n g  Ailishaf,rehra, (2121 834"4918 

Ut i l i ty  €k Pipeline sectors 
Ed Suvada, Analyst (21 2 )  334-331 i 
Stcphanie Wai, Analyst (21.21 834-3117 
Sarah Chessin, VP Hybrids(Z12) 83.: 4073 For distribution to issuer clients only 

a Recent cconom;c cata signals a weakening economy: Core rctail sales and manufacturing IP surprised to the downside and in aal joolcss clcticiij 
t1ci.cj up 

a *tic mortgage spdce continwd to be hit with negative news: Norttrrn Rock, 1JK's 3" largest ,Sortgage knder  m t h  toanr, r'?ortli S3S biilian, 
rrcjuircd emergcncj furding from tne Eank of England 

P The f CMC meeting is the key went  chis week as all market particiFants are focused on the Fed and a potential rate cu: 

rn An ease in monetx, policy should provide some mbch needed help for credit markets as crcdit constrained companrcs may find increasm 
bquidity at more p'ilatable ternis 

%I Treasuries sold-off last week as speculation increased that the Fed vriil limit its interest rate cut to  25 bps; as a tesuit, the c u m  flattened 

Sowever, the new5 of Coun:rjtlde's add:tional 512 Dillton unsecwed borrowing capacity gave the rn-rkets a boost 

Fcrl Fund Futures are fri!ly pricing in a 75 bps cut and an approximate 50% probability of a 50 bps cut 

t lowever. the iredjt  crunch tias been primarily driven by financial markets and risk wersion in asset prices and structured CI edlt cxposurcs 
Earnings from the broker dealers, to be announced this week, will provide insight into the health of the credit markets 

14-Sep-07 4 Q W  lQ08 ZQOS 3408 ".-."". 5.yexr -.-..,,. 1D.year 30-year 
Fed funtlsrdte 5.252 4.5Ch 4.50% 4.50% 4.75% 7.50 1 _l_ ~ 

4 $65 4 45% 4.50% 4.SOX 5.15% 3.50 ' 
1.50 -.....----~~~___._I -__._ .--.--... ---7 

2.50 I ovt  i:sr 
3oyr i's'r $.?i:* 4 75% 4.ROX 5 , U S X  5 . 3 %  
Z r l l C s  curve 42 b m  60 >DS 50 bor 45 bDr 40 bus 

95- .......... ]Q.?DI.-. ? . t b D S  .._...._..._.._ Zk.bDS !k?DI ..._ Jan-93 Jun.95 Nov.97 May-00 Oct.02 Apr.05 Sep.07 
t 4 l C : :  lorrrorrs a<@ l o r  quor!rr m d  

YI Investmerit grade new issuaoce continued at  a robust pace last v m k  with S16Bn of supply pricing as issuers accelerated offerings to ahead of 
t h i s  week's FChK meetinp,. JPMorgan acted as .Joint Bookrunner on several benchmark offerings: 

Enel Finance International ( A I I A ) ,  an Italian utility company, raised $3.5 billion of funding acres multiple tranches: 51.ORn lono, 5yr at 
-157 bps, $1.5811 lOyr at -180 bps and S1.06n 30yr at *209 bps (See attached case study for more details) 
FPL Group priced 5250inm 60 non-call lily' step-up institutionally targeted hybrid securities ( A 3 / M B - )  at -300 bps, marking the first 
equity.cnhanccd, tax,deductible transaction to price in the institutional market since mid.Jurie 
Schering Plough (BaaliA.) priced $2.OBn divided e i d y  between l@yr iiotcs and 30yr bonds, pricing at t165 bps arid 1190 bps, 
respectively. The deal was announced as S1.5Bn and was upsized to S2.0Bn on the back of strony investar dernand 
IBM Corp'r ( A l / A b )  offering of lOyr notes received overwhelming interest, pricing 53.OBn a t  the tight end of guidance a t  -139 bps 
Other JP,\?organ.led Utility and Piceline issuance included DCP Midstream iBaa213BB+) 545Cmm 30yr a t  + Z l O  D p j ,  Connecticut Light Ft 
Power (A3/BUB*) SZCGmm across 10. and 30.yr at +145 bps and +175 bps, and Alabama Power(CaaliGBB+) S150rnfn PerptfC.10 ORD 
prcfetence stock at 6 450% coupon 

s Led by last week's beilchmark transactions for Enel and Progress Energy Florida (A2/A"), utility and pipeline lssuancc has to2ped $70n in 
5cp:ember atready making it the heaviest month of supply since November 2004 i n  the sector 

p1 The significant new i ~ s i i i '  calendar continues to push spreads wider as the high grade corporate bond index tias widened 68bps an the year' 
Sectors that hare outperformed since the beginning of the sub-prime meltdown (late February 2007) are those that are relaliver/ insulated 
froin ihi' sub-prirneitiousing turmoil including /Utilities/Piprlines, Telecoms, Technology, Consumer Non.tyclicals) while those that ace 
affected hase seen their valuations detertorate more rapidly (Financial Institiitions, Basic Industries, and Property/Real Estate) 
Secondary trading remains subdued and the primary market continues to sewe ax the rnairl channel for price discovery 
CDS indiccs vert little changed last week, leading the basis between cash bonds and CDS to fat1 further :o an arcrage of - 1  5 bpr for the tiG 
bond ii:iive~se (vs fbt a month ago) 

L B O R  sets have been lower and total CP outstanding rose 54 .1  btllion, the first increase in five weeks; lhowever, potential redrmption 
Concerns continue to dominate investor behavior with accounts shortening maturities and buying securities with lcss perceived liquidity risk 

a 'The shoit t ~ i ' m  market showed preliminary signs of an improving liquidity environment last week 
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Wiedmar, John 

From: 

Sent: 
To: h'iedmar, John 

Subject: RE: Indicative Pricing Request 

t iaite, 'firnothy C [timothy c harte@bankofamerica.corTl] 

Wednesday, September l a ,  2007 9: 15 AM 

Hi John, 

I was just about to send tinis out. Please let me know if Y O ~ J  have any questions 

Kentucky Utilities New Issue First Mortgage Bonds 

21-Year AZlA {Stable I Stable) 

Reference Treasury Yield 4.640% 
I_ ~~" -* I ____I - ~ - -- - 

Reoffer Spread 

Reoffer Yield 

T+ 140 bps 

6.040Yo 

Gross Spread 0.875% 

AI!-in Yield 6.1 15% 

All-in Fixed Rate Spread T+ 147 bps 

From: Wedmar, John [mailto:John.LViedmar@eon-us.cnm] 
Sent: Wednesday, September 12, 2007 1355 AM 
To: Harte, Timothy C 
Subject: FW: Indicative Pricing Request 

Tim, 

00 you have the indicative pricing requested below for us yet? 'Thanks 

Tim, 

Can Y O ~ J  please have your capital rnarkets desk provrde me with some Indicative pricing ( all-in spread) as of the 
c!ose of busiriess on Tuesday, September : 1 for a SI00 million Kentucky Utilities first rnortyage bond (Rated 
AI / A )  at a fixed rate toor a terrn of 21 years If you have any questions. feel free to call nie at (502) 627 3658 

Thanks again for your. help 

John Wiedmar 

mailto:John.LViedmar@eon-us.cnm


Wiedmar, John 
"I 

From: 

Sent: 
To: Wiedmar, John 

Cc: 

Subject: Indicative Pricing Request from hlerrill L-ynch 

Timrneny, Sean (GMI NY . RChI) [sean_iinimeny~ml.com] 

Tuesday, September 1 1, 2007 6:07 Phl 

Arbough, Dan; Trachsel, Scott (GbIlT - CAPhITS) 

Jolzn,  

----Original Message----- 
From: Wiedmar, John [mailto:John.Wiedmar@eon-us.com] 
Sent: Monday, September 10, 2007 10127 AM 
To: Timmeny, Sean (GMI NY - DCM) 
Cc: Arhough, Dan 
Subject: indicative Pricing Request 

Sean, 

Can you please have your capital markets desk provide me with some indicative pricing { all-in spread 
inclusive OF fees) as of the close of business on Tuesday, September 1 1 for a $700 million Kentucky 
Utilities first mortgage bond (Rated AiIA) at a fixed rate for a term of 21 years. If you have any questions, 
feel free io call me at (502) 627-3658. 

Thanks again For your help 

John Vb'iedniar 

mailto:John.Wiedmar@eon-us.com




Wiedmar John 

From: 
Sent: 
To: 
cc:  
Subject: 

Heintzen, Lioba [Lioba.t-ieintzen@eon.com] 
Wednesday ,  Septernber 12. 2007 8.36 AM 
Wiedrnar, John 
Horne, Elliott; fitfelia.corp@verizon.net; Arbouyh, Dan 
WE- Spread 

. " 1  



Wiedmar, John 

From: 

Sent: 
To : Wiedrnar, John 

Cc: 

Subject: WG: Eon 

t-leintzen, Lioba [Lioba t-leintzen@eon corn] 

Wednesday, September 12. 2007 8 38 AM 

Horne, Elliott; Arbough, Dan. fidelia.corp@verizor7.llet 

Spread 2 from Goldrnan Sachs 

Von: Schrago, Godefroy [mailto:Godefroy.Schrago@gs.com] 
Eesendet: Mittwoch, 12. September 2007 12:59 
An: Heintzen, Lioba 
Setreff FW: E.on 

Dear Lioba, 

For a newly issued $loom 21yr US PP, we would expect new issue pricing indications in the T+175 area (all-in). 

Kind regards, 
Godefroy Schrago 

From: tieintzen, Lioba [maiIto:Lioba,tleintzen~~eon.com] 
Sent: 11 September 2007 13:19 
To: Schrago, Godefroy 
Subject: Spread 

May I ask for an indicative Spread again which my colleagues in the IJS need for documentation reasons only? 
I am interested in the spread that €.ON would have to pay for a USD lO0m privat placement with a fixed rate and 
a maturity of 2 1 years. This spread should already include fees and should be  priced against Treasuries 

Thanks 
Mi t  freundlichen Grufien/Kind regards 
Li o ba td e i n tzen 
Treasury 
T -t49 2 1145  79-655 
F +49 2 11-45 '79-669 
Lioba. Heintzen@eon.corn 
E.ON AG 
E.ON-Platz 1 
40479 Dusselclorf 
www .eon, co m 
E.ON AG, Sitz/Registerc?d Office Dusseldorf Amtsgericht/District Court Dusseldorf HRB 22315 
Vorsitzender des A~.Ifsichtsrats/Chairman of  the Supervisory Board: Ulrich t iar tmann 
Vorstand,/Board of Management: Dr. WuIf t l .  Gernotat (Vorsitzender/Chairmai7), Dr,  Eurckhard 
Bergmann, 
Ctiristoph Danzer-Vanotti, L..utz Feldmann, D r .  Marcus Schenck, Dr. Joliannes Teyssen 

mailto:Godefroy.Schrago@gs.com


From: 
Sent: 
To: 
cc: 
Subject: 

Heintzen, Lioha [Lioba tieintzen@eon.com] 
Wednesday, September 12,2007 8:39 AM 
Wiedrnar, John 
Worne, Elliott; Arhoiigh. Dan; fidelia.corp@verizon net 
WG: AW: indication on a E ON PP 
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