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

June 28,2007 

UESLlC SERVICE 
COMMISSION 

RE: The application of Kentucky Utilities Company for an Order 
Authorizing the Issuance of Securities and the Assumption of 
Obligations (Case No. 2007-00024) 

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 June 20,2007, KU borrowed $50 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 
$50 million 
June 20,20 17 
5.98% 
100% 
$50 million 
None 
None 
None 
June 20 and December 20 commencing December 20, 
2007 

Kentucky Utilities Company 
State Regulation and Rates 
220 West Ma in  Street 
PO Box 32010 
Louisville, Kentucky 40232 
www.eon-us.com 

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

The proceeds of the loan were used to h n d  capital projects described in application. 
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Ms. Elizabeth O'Donnell 
June 28, 2007 

KU 

The interest rate was set using the lowest rate quoted to KU at 3 3 %  above the yield on 
the ten-year treasury bond (5.15%). The supporting price indications froni the 
investment banks are attached along with a copy of a page from Blooniberg 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 sumniarized in the table below: 

E.ON AG 

Low bid above ten-year treasury 
Ten-year treasury rate 

Pricing Pricing 
0.83% 
5.15% 

All-in cost 
Average bid above ten-year treasixry 

5.98% 
0.89% 

The 83 basis point spread is comparable with recent ten-year debt issuances from other 
energy companies with a similar credit rating. (See table below along with attached 
support documentation). 

Thirty-year treasury rate 
All-in cost 

Issuer I Moody's/S&P I Maturity I Spread I 

5.15% 
6.04% 

Georgia Power Co 
Gulf Power Co 

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. 

A2 / A  06/01/2017 + 80 bps 
A2 / A  06/15/2017 + 93 bps 

Sincerely, 

Rick E. Lovekamp 

cc: Dan Arbough 
Kendrick Riggs - Stoll Keenon * Ogden 



Steve Ledniec, Asicc (LlL) 334 4084 
Cd C,iivadn, Analyst 

Sarah Chcmn, V P  ttybridr;{ZlL) 33.1 1073 

(1 1L) 834-331 1 
Uti l i ty Et Pipeline sectors 
For distribution to issuer clients only 

El Recrnt econoniic data points to a rebound in 2Q07 growth, leading IPMcrqdn to raise i t s  forecast for real GDP growth fro0171 L 5% to 4 0% 
The May ISM non rnanuiactuiwg survey jumped tu 59 7, its highest level in more than d yedr, following an iricrmw 111 tlic ISM 
inmufacttiring suivtjy 
ApriVs trade deficit nairowed by $ 3  9brr to $58 Sbn, which is exijc c t&  tu boost ?(107 growth by more thdn 1 W' 
A dowiiviarii rwision to 10-07 productivity groWl :iiideiscores the trend 0 1  the past iwo years dnd points to posibl) hiyiier i t i f l d i O n  

ii Treasiliy yields gapped higher on Thursday db rnortgdge portfolio5 viere titjd\,L seiltvr dnd PIMC0's B i l l  Gloss exprcscd d Geansli ou!louir on 
the oontl market 

T:c-aiuries continued to weaken on Frldab follo\iing Ihuisdoys LO. bps s t i i  o f f  
The 10 and 30 yeai benchmariis Finishcj the week a: 5 11; and 5 22%. respecriidy, both 16bp higher from their Morioay open 
The slope of tlic Treasury yictd  CLIP^^ normalized last week, with 10 year Treasury yields ercccded 2.year yields h.1 12hps fol!cWllg a 
Long period of inversion 

il fed Funcis IuLuics su~gcsi  that the market hds largely abandoned wpectdtion, fcr d rat t j  cut despite thd near 101% proba~rlity tb t  the 
market was predicting Idst riiontii 

LI Last week saw a continued licavy amount of issuance, with nearly SZSbn of irivestment grade supply coming to market, despite SorfiC" 

voiatil:ty which emerged during thi. week 
FPL Group Capital (A3/BBB+) issued i t s  ;bird ~ i t i i t y  enh;inci:d hybrid offering to mte ,  prlctng SriMrnrn "Basket C," 6i)rlclO StW 112 
seciiritie~ a: T .  170 bps, with JPN,organ as Joint Ouokruniier and Joint Structuriy Advisor 
Valero Energy (Baa3tBBB) issued a S2.25bii duaktranche otferins, wlih JPZnorgan as Joint fiooliruirrier: $75Onlm 10VS 3t T.115 b p j  and 
ji.5bil 30yrs at  T-155 bps, and recefveij over $4bn in oraers Valero initiaLiy announced a S2bri transaction, but aiter thr- bcok Slew 11o:til 
of S4m, the deal was upsized to S2.25bn 
Georgia Power ( A U A )  and Gulf Power ( A U A ) ,  both %~hsidrarics of Southern Co, issced 5450 million dnd $35 miliioil of 10.V srfnior 
tinsecured notes at 180 bps and ~93bps, resL?ctivc-ly 
Pepco Holdings (Baa3/BBf3-) priced 5250 million lti-year notes at - 122 bpi 

Cquities dropped sharply last week with ;he Sktp losing 1 99  , the DJlA shedding l.8%, and the NASDAQdropping b y  1.5% 
* tirgh grade corporate bond spreads widened slightly last week with the credit market carrying a weaker tone 

re The rout in Treasuries late last week similarly hurt credit rnarhets, more in derivatives than in cash as investors use the former to h d g c  their 
cash positions 

Wiqh.yield spreads have widened 5 bps from their tightest iUYc'IS, whi le hiyhqrade spreads con:inuc! lo trade range.boiriid 
Ihe  damage so far i z  minimal, as the driver of tlic se!i-off in bonds has been strong economic data rather than a rise in risk 
Sl!unq fundaiwntals rcniain intact, but spreads it1 the ncxr term should be more responsive to  investor sentiment, economic data, and 
Lao activity 

. .  . . . . . .  





Treasury Yield Curve Treasury Market 
Maturity 06/26/07 Dail Chan e Treasury prices rose in early tradmg but ceded ains as the session progressed as 

-_ ?--Year - I - 4 89% investors discounted soft housrng and confidence Jata released at 10 Ah4 (see below) 
___ 3year ~ - - 4 93% - %bP - PIMCO's Bill Gross roundly crihrized the rating agencies for assigning AAA ratings to 
___ 5-year - - - 4 98% . t2 bP - various RMBS (residential mortgage-backed securities) and CDOs (collateralized debt 
l r y s  ___ __ - 493% - t 3 b P  - obligations) and highlighted tlie risk of contagion: ". the subprinie crisis is not an 
L!?YE?!"--- -_ - 5 10% 22bP isolated event . it will affect risk spreads in markets completely divorced from 1JS 

!2b~ '. 

_- 3 O - F  k!!c)- (5 23%) i3 bP)I- housing." At a House Committee hearing, SEC Chairman Christopher Cox said the 
- l o - F ~ w * ( ~ d j ~  t63 bP -- .!? bp- - agency s enforcement divlsion has opened a dozen investigations into CDOs and CLOs. 
L!LL&!!?s?L - 13460 . _ _ _  -'Os- - Equity Market 
-!2?1& !E*)-- - 67 77 - -- - Major stock indices experienced another tumultuous roller-coaster ride with shares 

risin in early tradmg and then closing with moderate losses The weak economic 
numters and ongoing concern over the possible fallout from Bear Stearns' hedge fund 

% Chc- outweighed sharply lower od prices Crude oil fell $1 41 and natural gas stayed below 
P J I A  -011% $7. On the day, the Dow and Nasdaq fell 0.1%, while the S&P 500 declined 0 3% The 
._ S W ' 5 ~ 0  - -O 32% utility sector also declmed 0 3% In deal news, Huntsman has agreed to be acquired by a 
Nasdaq -011% Dutch firm for $5 6bn and Roche Holding offered $3bn for Ventana Medical Systems 
__ N1*e!- -El2% 
UTY 515 33 -1.46 -OB% both private equity and congressional tax proposals. It was reported that Cnrlyle Group is 
EAS 46% '106 - t2 09% acquisition - its second this year after an E8-billion equity issue that helped pay for its *YE - - 51 71 ~ 

-1 910"/, cash and-shares takeover of ScottishPower. Iberdrola shares were down about 2% 
27 93 N U  - I-_-" __ 
56 66 -1 10 

Economic Announcements JPL- __ -__I 

NST - __ 3L33- - _. t o 5 4  -- __ +!TO% 
EIX 54 70- +o 87 I t1 62% New home sales fell 1 6% m May after a revised 12.5% surge in April. Little progress on 

iiiveritorres has been made so far amid the sales declines. However, the latest data show Economic Daia at Bat 
Release Prev titi Sheet declines in hozrsrrrg stnrts are again beginning to eclipse declines in sales, which should 
DurableGoodsOrders help looking forward The Conference Bonrd's consumer confidence measure fell to 103 9 

in June from 108 5 m May, consistent with deterioration in other indices as well. The 
FOMC begins its two-day policy meeting on Wedpesgay. 

GsUulHenry) -.-688-_- -0 06 
Equity Market Movers 

0@fY07 
- 13,2766 __ __ fll3_9_- 
__ 'zi!z82 - 285- 
__ 2,574 - 12 I 

18,066 11 - 2 5 7  - 

_ _ _  26 '5 - -- T3 ?-- 

-2 92 
Blnckstoize G~ozip's new shares closed below its IPO price, as investors assess prospects for 

also considering an IPO Iberdroia said it may launch a capital increase to finance its EAS 
to56 +2_05% 

- - __ 6% -rl 
1.5% Ex Transportahon - - 

- -!-O./, 
0.y7 - _- 0 3% 

]lfJle ?7-28 FOFC n/rretfls - 
Power-Industry Announcements 
RPS IN NC. A bill that orders North Carolina public ut es to $18 21 per share "According to our Charter, one of Duke Energy's 
provide 12 5% of their retail power from renewables and efficiency benchmarks for success is to provide a superior return to investors," 
by the year 2021 won support from the Senate Agrirulture, said Jaines E. Rogers, chairman, piesident and CEO. "We are 
Environment and Natural Resources Committee chaired by its committed to having a 70- to 75-percent payout ratio, and we expect 
sponsor It needs approval from the Senate Finance Committee to grow our dividends with earnings over time. The board's action 
before it will face a full chamber vote. Elechic co-ops and muniripal increases our dividend by nearly 5% and affirms we are fulfilling 
power coinpanies would have a 10% standard. Utility companies that commitment." 
praised the measure. But environmental groups were unhappy that D CLOSES CANADA SALE. Dominion announced it has closed 
the bill retained language that would allow the power companies to the sale of its Canadian natural gas and oil E&P operations. This is 
recover the cost of building coal and nuclear power plants by one of several closings of previously announced asset sales. The 
charging customers before those plants come on line The House Canadian operations were sold to Paramount Energy Trust and 
may prove less friendly to that section, and opponents will push for Baytex Energy Trust, both of Calgary, Canada, for a total of 
its removal when the measure gets to that chamber. approxmiately US$624 million based on current exchange rates as of 
GE WIND INVESTMENT IN NY. GE's GE Energy Financial June 25, 2007 The operations include approximately 267 Bcfe of 
Services will help boost wind energy capacity in New York State by proved natural gas and oil reserves in western Canada with 2006 
more than 70% with an investment in three Noble Environmental average daily production of approximately 60 MMcfe. 
Power windparks that will generate 282 M W  in Clmton and NWEC/BBI UPDATE. Aushalia's Babcork & Brown Infrastructure 
Wyoinmg Counties The GE unit's first investment in wind energy m Ltd. made a revised takeover offer for U.S utility Northwestern 
New York State wlll increase the state's wind energy capacity to 671 Corp. after a regulator blocked its initial US$2.2 billion bid on 
megawatts The projects represent a $564 million inveshnent rn concerns the deal was not in the interests of customers. "There is still 
clean, renewable energy a lot of work to do This takes it some good steps forward I t  
WIND IN SD. The South Dakota PUC approved a construrtion certamly looks a lot better than it did yesterday," BBI CEO Jeff 
permit for a SO0 mlllion wind farm of up to 103 turbuies southeast Keiidrew told Reuters on Tuesday. The new proposal offers IJS$20 
of White, SD Construction is expected to begin m 2008 and be million m refunds to customers in Montana and a commitment to 
conipleted m a yeai or so, an official with Wlttte Wirtd Fnriir LLC told spend at least USS80 million to bolster existing operations in the 
the three-member coiniiiission White Wind Farin is a subsidiary of state BBI also proposed to slash the debt coinponent of the purchase 
Navitas Energy Inc., a Minneapolis developer of wind energy by half, to US250 million, with a corresponding increase in equity 
WIND FOR EDE. Empire District Electric said it signed a 20-year Northwestern and BBI would also create a locally managed 
PPA with Horizon Wind Energy's C l o d  Co~iiity Wrrrd Fnrirr LLC Montana utility subsidiary with its own board and management BBI 
Fmancial terms were not disclosed. Under the agreement, Empire committed not to sell or transfer its ownership mterest in the 
will buy about 100 MW of energy in Kansas Montana unit outside of a Babcock & Brown-managed fund for 10 
DUIC RAISES DIVIDEND. Duke Energy raised its quarterly cash years BBI raised AS22 1 inillion by selling new shares rn February 
dividend on its conunon stock by 4.8% to $0 22 per share, an increase to help fund the Northwestern purchase. But it said that d tlie 
of $0 01 over the pievious level. The indicated annual dividend of transaction does not proceed it could deploy the capital m other 
$0 88 equates to a yield of 4 83% relative to Duke's closing price of deals, which would be equally ealnings positive 
Corporate Financing Activity 
MidAmerican Energy, a utility subsidiary of Berkshire Hathaway's MidAmerican Energy Holdings, priced $650 mlllion of 5-year and 10- 
year senior notes at spreads of +70 bp and +90 bp, respectively The Company was last in tlie market on Oct 3, 2006 when it piicetl $350 
million of 30-year medium-term notes at a spread of +lo5 bp 

Issuer Ratings Amount Structure Coupon Spread N/C Comments 
$250 lONC/I 5950% +90bp N MWOT+20 

MidAmerican Enerby A2/A- - $400 5 NC/I 5 650% +70bp N MW_01+15 - - __ 
_. M i c j A n ~ r i c ~ i  EiI!rg- _ _  - A2IA- __ __ - _ _ _  -- 

- 



IMPORTANT DISCLOSURES 
This transmission and any market data or any other material referenced herein is not a recommendation by Citigroup Global 
Markets Inc , its subsidiaries or affiliates, including, but not limited to, Citibank N A. (collectively the "Firm"). The Firm provides a 
vast array of financial services in addition to investment banking, including among others corporate banking, to a large number of 
corporations globally. The reader should assume that the Firm receives compensation for those services from such corporations. 
The Firm may make a market in financial products that may be mentioned in the aforementioned material. For financial products in 
which the Firm is not a market maker, the Firm usually provides bids and offers and may act as principal in connection with such 
transactions. In addition, the Firm or its employees may own these securities, including derivatives, or other financial products or 
may he a director of any company referenced herein. The Firm may also perform or solicit investment banking or other services 
and may have been a manager or comanager of a public offering of securities for any issuer referenced herein. 

Securities recommended, offered, or sold by Citigroup Global Markets Inc (i) are not insured by the Federal Deposit Insurance 
Corporation; (ii) are not deposits or other obligations of any insured depository institution (including Citihank); and (iii) are subject to 
investment risks, including the possible loss of the principal amount invested 

Although information has been obtained from and is based upon sources the Firm believes to be reliable, we do not guarantee its 
accuracy and it may be incomplete or condensed. The opinions and commentary contained herein do not take into account the 
investment objectives, financial situation or particular needs of any particular person Investors should obtain advice based on their 
own individual circumstances before making an investment decision. 

All opinions and estimates constitute the Firm's judgment as of the date of the material and are subject to change without notice. 
This material is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security 
or other financial products. Any price indications contained herein are not firm bids or offers either as to price or size and are 
provided solely for your information Nothing herein shall form the basis of or be relied on in connection with any contract or 
commitment whatsoever Neither the Firm nor any other person accepts any liability whatsoever for any loss (howsoever arising 
and whether direct or consequential) from any use of the information contained herein or otherwise arising in connection herewith. 

This material is distributed in the United Kingdom by Citigroup Global Markets Limited, Citigroup Centre, Canada Square, Canary 
Wharf, London E14 5LB, UK. This material is directed exclusively at market professional and institutional investor customers and 
is not for distribution to private customers, as defined by the rules of the Financial Services Authority, who should not rely on this 
material. Moreover, any investment or service to which the material may relate will not be made available to such private 
customers This material may relate to investments or services of a person outside of the United Kingdom or to other matters which 
are not regulated by the Financial ServifRs Authority and further details as to where this may be the case are available upon 
request in respect of this material If this material is being made available in mrtain provinces of Canada by Citigroup Global 
Markets (Canada) Inc, it has also approved this publication. This material was prepared by CGMI, and if distributed in Japan by 
Nikko Citigroup Limited, is being so distributed under license. This material is made available in Australia, to wholesale clients 
through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 832), and to retail clients through Smith Barney Citigroup 
Australia Pty Limited (ABN 19 009 145 555), both Licensed Securities Dealers and Participating Organisations of the Australian 
Stock Exchange Limited It is made available in New Zealand through Citigroup Global Markets New Zealand Limited, a member 
firm of the New Zealand Stock Exchange. Citigroup Global Markets (Pty) Limited is incorporated in the Republic of South Africa 
(company registration number 2000/025866/07) and its registered office is at Citibank Plaza, 145 West Street (corner Maude 
Street), Sandown, Sandton. 2196, Republic of South Africa. The investments and services contained herein are not available to 
private customers in South Africa This publication is made available in Singapore through Citigroup Global Markets Singapore 
Holdings Pte Ltd, a l irmsed Dealer and Investment Advisor. 

No part hereof may be reproduced, distributed or published by any recipient for any purpose Notwithstanding, recipient (and each 
employee, representative, or other agent of the recipient) may disclose to any and all persons, without limitation of any kind, the 
U S  tax treatment and tax structure of the transaction and all materials of any kind (including opinions or other tax analyses) that 
are provided to the recipient relating to such US. tax treatment and tax structure 

0 2007 Citigroup Global Markets Inc. Member SIPC. All rights reserved 0 2007 Citigroup Global Markets Limited. Authorized and 
regulated by the Financial Services Authority All rights reserved. Smith Barney is a division and service mark of Citigroup Global 
Markets Inc. and its affiliates and is used and registered throughout the world ClTlGROUP and the Umbrella Device are 
trademarks and service marks of Citicorp or its affiliates and are used and registered throughout the world. CitiFx 8 is a service 
mark of Citicorp. Any unauthorized use, duplication or disclosure is prohibited by law and may result in prosecution Nikko is a 
service mark of Nikko Cordial Corporation. 
ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST 
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- -  _ _  Wi edmar, John 

From: 
Sent: 
To : Wedmar, John 

Cc: 
Subject: RE. Indicative Pricing Request 

- - ._ I_ I"-_- _ _  - - I - _ -  - -_ 
Warte, Timothy C [timathy.c.harte@bankofamerlca corn] 

Friday, .lune 15, 2007 10 07 AM 

Dougherty, Peter, Arbough, Dan; Home, Elliott 

John, 
Please find the requested pricing information for l<U and E ON U S below Feel free to call with any a,:.restions. 

Have a great weekend, 

Issuer: Kentucky LJtilities 
Structure. 1 O-year FklBs 
Size: (S50MFA 
Format SEC Registered 
Reoffer UST 10yr + 85 bps area 
Gross Spread:  65 bps 
All-in: T -+ 94 bps area 

Issuer. E.ON U.S. 
Structure: 7-pear senior rmsecured notes 
Size: $50MM 
Format: SEC Registered 
Reoffer: UST 7yr + 90-95 bps fixed fL  +- 35-40 lnps equivalent) 
Gross Spread:  62.5 bps 
All-In: T + 101~~106 bps (L + 46-51 hpS) 



Spread Page 1 of 3 

" I" 

Wiedmar, John 

From: Heintzen, Lioba [Lioba Heintzen@eon.com] 
Sent: Tiiursday, June 1 1 .  2iI27 10 5 1 AM 

ro: kbough, Dan 

CC: ttorne, Elliott, Wiedmar, John 

Subject: WG. Spread 

First price 

;.lit Freundlicheri GruOcn!Kind regards 

I.ioba t-ieintzen 

I I -  - -  I_ - . 

Yon: Schrago, Godefroy [mailto:Godefroy.Schrago@gs.com] 
Gesendet: Mittwoch, 13. Juni 2007 17:20 
An: Heinken, Lioba 
Cc: ttofrnann, lens; Meckei, Jans 
Betree Re: Spread 

Dear Lioba, 

We would currently see it at UST+87bps all-in on an indicative basis. 

Kind regards, 

Goldrnan Sachs International 
Po:erborough Coun 133 Fleet Sl:sel 
Tel: -44 {0)20 7772 10iN 1 i: tm;! -A: ( 

E-mail: cJc;dL' l roy.schr~go~~~s corn 

c... . , J A .  +44-(0)20 777.: 4.177 

Godefroy Schrago 
lnveslmenl Banking Division 

mailto:Godefroy.Schrago@gs.com


Wiedrnar John 

From: 
Sent: 
T O  : 
cc: 
Subject: 

Heintzen, Lioba [Lioba tieintzenaeon corn] 
Tiwsday, June 14, 2007 10 51 AM 
Arbough, Dan 
Hornc. Elliott, Wiedmar. John 
WG US$ 50 mln 10 year indication 

. . . .  



From: 
Sent: 
To: 
CG: 
Subject: 

Heintzen, Lioba [Lioba t-ieintzen@eon com] 
Thursclay, June Id. 2007 '0 52 Afi.1 
ArboLiyh, Dan 
t-lorne, Elliott, Wiedmar. John 
LVG: indication on a E ON PP 


