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Ms. Stephanie L. Stumbo 
Executive Director 
Kentucky Public Service Commission 
21 1 Sower Boulevard 
P.O. Box 615 
Frankfort, Kentucky 40602-06 1 5 

August 4,2008 

RJ3: 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 IJtilities Company (“KIJ”) hereby files 
an original and three (3) copies of information related to an issuance under said 
Order. 

On July 25, 2008, KU borrowed $50 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 
$50 million 
July 25,201 8 
6.16% 
100% 
$50 million 
None 
None 
None 
January 25 and July 25 of each year commencing 
January 25,2009 

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.lovekarnp @eon-usxom 

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

http://www.eon-us.com


Ms. Stephanie L. Stumbo 
August 4,2008 

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

The interest rate was set using the lowest rate quoted to KTJ at 2.03% above the 
yield on the ten-year treasury bond (4.13%). 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 
KTJ by the investment banlcs 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 
2.03% 
4.13% 

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

6.16% 
2.41% 
4.13% 
6.54% 

The 203 basis point spread for this ten year borrowing is comparable to that of 
recent ten-year issuances from other energy companies with similar credit 
ratings and favorable to that of a recent ten-year issuance from another energy 
company with lower ratings. (See table below along with attached support 
documentation). 

Issuer 
Northern Natural Gas Co. 

Moody's/ 
S&P Maturity Spread 

A 2 / A  7/15/2018 + 193 bDs 
Idaho Power Co. 
Pacific Corp. 

I Nevada Power Co. I Raa3/RRB 1 8/1/2018 I +245hps I 
A31 A 7/15/2018 + 215 bps 
A3IA- 7/15/2018 +180 hps 

Please confirm your receipt of this information by placing the File Stamp of 
your Ofice 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 - r '  

Rick E. Lovekamp 
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Arbough, Dan 

From: 

Sent: 

To : Wiedmar, John 

Cc: Arbough, Dan, Home, Elliott 

Subject: WG E ON AG 1Oy USD 

Heintzen, Lioba [l-ioba HeintzenQeon corn] 
Wednesday, July 23, 2008 7 15 AM 

Von: PETCU, Catalin, GBM [mailto:CataIin.PETCU@rbs.com] 
Gesendet: Dienstag, 22. Juli 2008 17: 17 
An: Heintzen, Lioba 
Cc: PLAN, Roland, GBM 
Betreff E.ON AG 10y USD 

Dear Mrs. t-ieintzen, 

as requested, please find below the spread indication for a new E ON AG 10 years USD bond 

Ref Benchmark (US Treasury) 

All in USD Spread to US Treasury 

In case you need other more detailed information please don’t hesitate to contact us 

Best Regards, 
Catalin Petcu 
Catalin Petcu 
Debt Capital Markets, European Corporales 
RES Global Banking 6’. Markets 
135 Bishopsgate London EC2M 3UR 
Ofiice -442070857865Mobile -44 79 12164 796Fax +44 2070856344 

3 875% May 2018 

T+236bp 
Ref Benchmark Yield 4 087% 

* * * * * T * * * * * * * * * * * * * * * * * * X k * X * * * * * * * * * * ~ * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * ~ * * * ~ * * ~ ~ * * *  

The Royal Bank 3 f  Scotland plc. Registered in Scotland No 90312. Registered Office: 
Authorised and regulated by the Financial Services Authority 

This e-mail message is confidential. and for use by the 
addressee only. If the message is received by anyone other 
than the addressee, please return che message to the sender 
by replying to it and then delete the message from your 
computer. internet e-mails are not necessarily secure. The 
Royal Bank of Scotland plc does not accept responsibility for 
changes made to this message after it was sent. 

5 J h i l s t  all reasonable care has been taken to avoid the 
transmission of viruses, it is the responsibility of the recipient to 
ensure that the onward transmission, opening or use of this 
message and any attachments will not adversely affect its 
systems or data. No responsibility is accepted by The 
Royal Bank of Scotland plc in this regard and the recipierit should car;-y 
out such virus and other checks as i t  considers appropriate. 
‘iisit our websites at: 
,:fim. rbs . corn 

mailto:CataIin.PETCU@rbs.com
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Arbough, Dan 

From: 
Sent:  
To: Wiedmar, John 

Cc: tlorne, Elliott, Arbough, Dan 

Subject: WG Spread Indication 

Heintzen, Lioba [Lioba Heintzen@eon com] 

Wednesday, July 23, 2008 7 14 AM 

Won: Triebel, Tobias [mailto:Tobias.Triebel@gs.com] 
Gesendet: Dienstag, 22. Juli 2008 15:41 
An: Heintzen, Lioba 
Cc: Meckei, Jam 
Betreff: FW: Spread Indication 

Hello, 

An indicative all in spread for a USD75m 1Oyr private placement would be UST + 255bps The relevant reference 
treasury is the 3 875% 511 8 UST 

Best regards 
Toby Triebel 

From: Heintzen, Lioba [mailto:Lioba.Heintzen@eon.cornl 
Sent: Tuesday, July 22, 2008 211 PM 
To: Schrago, Godefroy 
Cc: Meckel, Jans 
Subject: Spread Indication 

Hello 

could you kindly quote me the all in spread that E ON were to pay for a USD 75m 10 year private placement at a 
fixed level please? As usual what I need is an email in English that states the spread over Treasuries and the 
relevant reference treasury This is for internal purposes only 

Thanks for your help! 

Mit freundlichen Grufien / Kind regards 
Lioba Heintzen 

Treasury/Asset Management 
T t49 (0) 21 1 4579 655 
F +49 (0) 21 1 4579 669 
lioba hetntzen@eon com 

E ON AG 
E ON-Platz 1 
40479 Dusseldorf 

mailto:Tobias.Triebel@gs.com
mailto:Lioba.Heintzen@eon.cornl


From: 
Sent: 
To: 
cc: 
Subject: 

Attachments: 

tieinken, Lioba ILioba Heinken@eon.com] 
Wednesday, July 23,2008 7 14 AM 
Wiedmar. John 
Arbough, Dan, Horne, Elliott 
WG Spread Indication [NC] 

pic08380 jpg 

pic0838O.jpg (50 
K5) 

- - - - - U r s p r u n g l i c h e  N a c h r i c h t  - - - - - 
',;an : Mart i n  W?.GENKNECHT 
G e s e n d e t :  Mi t twoch,  2 3 .  J u l i  2008 11:15 
.kn: H e i n t z e n ,  L i o b a  
C c :  Bodo BORGARDS 
B e t  ref f : S p r e a d  r n d i c a t i o n  [NC] 

[ m a i l  t o  : m a r t i n .  :.iagenlcnecht5:i sgc ib  . corn] 

Dear lils R e i n t z e n ,  

P1.ease f i n d  a t t a c h e d  a n  i n d i c a t i v e  p r i c i n g  f o r  a n  E . O N  1 0 - y e a r  p r i v a t e  
p l a c e m e n t  i n  U S D .  We be l ieve  t h a t  a new 1 0 - y e a r  i s s u e  requires  a premium o f  
2 2 0 - 2 3 0 b p  o v e r  t h e  1 0 - y e a r  Benchmark, which i s  t h e  T 3 7 / 8 %  2 0 1 8 .  T h i s  
p r i c i . n g  assumes  a good 20bp new i s s u e  premium over t h e  r e c e n t l y  i s s u e  E.OI\I  
benchmark  5.8'1; A p r i l  2 0 1 8 .  Assuming f e e s  of 0 . 5 %  w e  d e r i v e  a n  a l l - i n  y i . e l d  
af 6 . 3 5 4 % .  Please see below for f u l l  d e t a i l s .  

'Enbedded  image moved t o  f i l e :  p i c 0 8 3 8 0 .  j p g )  

.Z:~CE - 2  we have  a few p o . i n t s  :(:e b r i e f l y  wanted  t o  h i g h l i g h t ,  we wi.11 c o n t a c t  
:'ou s h o r t l y  

zest  r e g a r d s ,  

! , [ a r t i n  'vlagenlcnecht 
C o r - p o r a t e  and P u b l i c  S e c t o r  O r i g i n a t i o n  
Debt C a p i t a l  Marke t s  

Y e 1  : +49-69-7174-641  

E - l i l a i l  : m a r t i n .  : . iageliknecli t5sgcib cum 
Fax :  +49-69-7174-1.17 

: ~ C I  GTE GGMERALE 
Vleue Maiiizer S t r a s s e  46 -50  - 60311  F r a n k f u r t  am Main 
P o s t f a c h  1 0  1 9  35 - 6 0 0 1 9  F r a n k f u r t  am Main 
.:el. : 0 6 9  7 1  7 4 -  0 - Fa:<: 0 6 9  / 7 1  7.1- 1 96 
3 L Z  5 1 2  108 G O  - S.X.I.F.T. SOGE DE FF 

Zweign iede r !  3ssur.g d e r  S o c i k t G  G n @ r a l e  S . A .  P a r i s  
S i n g e t r a g e n  im 2 . C . S .  P a r i s  - 552 126 2 7 2  
2 e y i s t e r g e r i c h t  F r a n k f u r t  am Main - H R B  3 7 4 6 5  
',IC I; wa 1 t u ng s r a t : 
D a n i e l  Bouton ( V o r s i t z e n d e r )  -- P h i l i p p e  C i t e r n e  
x * * * * * * * x * * * * * C * * * c * * * * * * * * * * * * * * ~ * * * * * ~ ~ * * * * * * * * * * * * * * * * * * * * * * * * ~ % ~ * ~ % * ~  

T h i s  message  and  a n y  a t t a c h m e n t s  ( t h e  " m e s s a g e " )  a re  c o n f i d e n t i a l ,  i . n t cndcd  s o l e l y  f o r -  the  

1 





(HELP> for explanation, (MfNU> for similar functions, Govt ALLQ 
US TREASURY N/6 T 3 b 05/15/18 97-29+ / 97-30+ 4.13 /13) BGN Q13:39 

Rrm Name 1 Bid Prkb / Ask Price 

BONDTRADER COMPOSiTE 97-28 I 97.28+ 

STANDARD CWPRTERED 87.28 t @?,2& 

DEUTSCHE 8 K . W  

W SECURITIES 

W P l L  STREETACCESS 

B A R C L A Y S  CMITM US1 

Haml Lynch M o t i t  

MERRILL LYNCH 

i N 0 0AVK 

Perrhing LLC 

IAZUhO SlCUI%lcr 

BEAR STEARNS N Y 

BLOOMBERO BONDTRADER 

Jtfleries BO 
BLOOMBERO GENERIC 

97-1778 I 9 7 . 1 6 8  

87.28 I 87.28+ 

Ft.1738 I Of 20 

Q7 1734 I 07-2& 

07 28 I 07 1% 

07"28 I 07.2% 

97.28 I 07.18+ 

07.2714 t 07.20+ 

07-28 t 87.29 

87-28 I 07.1BC 

Q7.28 t 9 7 . 1 ~ 3 3 ~  

87.1734 I 97"1& 

07-21r I 07.10+ 

4 140 I 4 138 -0 0 1 -0 0 

Bid Yield/ Ask Yiaid I Bid Sr x Ask Sr (MN 

4 140 I 4.138 X 

4 140 I 4 138 

4 141 I 4 138 50 x 50 

5 x 5  4 140 I 4 138 

4 143 I 4 ?38 6 x 6  

60 Y 50 4 134 I 4 132 

4 140 I 4 138 10 Y 10 

4 140 I 4 138 I O  x I O  

4 140 I 4 130 

4 143 t 4 138 

07 e75 I a i  OM Y 

4 140 I 4 138 5 %  5 

4 140 t 4 138 5 x 8  

4 141 I 4 138 10 x 10 

4.142 I 4 138 X 

2 x 2  

0 25 x 0 2 5  

5 x 5  

a z i ~  ? ~ T ~ ~ & V ~ S O O  Europo 44 20 7-0 I% r m n y  49 69 9204 1210 H c  ng K o w  852 23773& 
Copbright 2008 Bloomberg Financo L P. 

C669-111-0 23-Jul-2008 13 48 32 

brio 61 2 9777-8600 Br 
JaFan 81 3 3201 8500 Singoporo 65 6212 1000 U S 1 212 318 2000 



Treasury Yield Curve Treasury Market 
Treasury prices rallied 'ic ross the C U I V ~  'IS investors dhdndonetl r i s l~ )  dssets I he 1 ielii 
ciiive steepened ivith 3 to-10s spre'id the I'irgest i t  has been i n  nea~ l )  11to1it1i S m  
Francisco Fed President Janet Yellen ( onii~i t~ntcd o n  hIonday that 1% h ~ l e  theit? IS 
( ~mipetiiig risks of growth and inllahon, she IS "sonie\vhat ieassiticd" h L  leceilt da ld  that 
t h e  me no signs of general wage piessure She also sdid that (Iat'~ 011 the ~ o ~ i w n i c ~ i ,  
171 suiess spending ,ind expoi b have eased her conce~i is  "soiilcivliL~t a b o ~ t  the Iritrlisitv 
01 the slorvdortw " Fed Cliariiiian Beinanhe specihs this moinmg oii t inan i ia l  iegtilL1tioii 

Equity Market 
Equities closed loivei on ?rlonii'~) 'itter tradlng in '3 \\ ide range the DCJW \ \ a \  u p  'IS iiiurh 
as 100 points ui the morning anti ilowii AS inu< 11 150 points n l i c i t l c i \  ~'~tii~i,rtel!,, tlie 

C tilities pertoriiied inline \ \ r i U i  the lest of the niarhet as the L1 k closed 0 ;"o Icx'iCr .4 
diop in eneig) ;and other cornmodit) prices luc4ed tlie positn c open foi equities, hut 
lui  thei wiiceriis m the l i i ~ a n c ~ a l  sector weighed 011 sentiment thiouglioul the day d i  I\ i n g  
+xh pi ices loi\Ver 011 closed doi\n neaily 54 'iniid profit-t<ihiIig, iiicieased optimisni 
rvgdiding negotiations over Iran's nuclear progiam and the view that I liiriicciiie Bertha 
I\ 111 dvoid the Gulf ot  hle\ico But F t i d d t i ~  A h  and I ~ i ~ i ~ i i i ~ ~  ~\h? fell to  theii lorvest levels i n  

i i i n i r  than 14 \ eais alter maljsts colmieiited that il tcrtnin ac( otiiitilig s t anda~ds  ale 
(hanged, i t  niay retpiie the agencies to atid ds m u d l  as S~btln and $2r)lln oi i ~ 1 p i t t 1 i ,  
rcspectivcl! In deal iicv. s, Q i i i i l d ~ r c t  RCL.OIII.I c3 agreed to acquiie the assets tioiii v a i  ious 
parties 111 Texas's Bainrtt Shale foini'ition lor SI 31 billion i n  rash and stach Overnight, 
stochs i n  Asia closed lorvci (Nihhei o f t  2 5"$, I long Kong oll 3 ?"$, and S Koica do\\ 13 
2 9%) xvhrle European stocks aie d s o  trading lo\\ er, led down bv Iinaiicials 
Economic Announcements  
Theie were no significant economic dniiouiiceiiieiits on .Llond'iv, Imt 1 ursdn! 11i ings 
1 0  00 Xhf EDT releases gf wholesale Inven_lories and pending  home sales 

"Ool "P 
+I1 L bp DO\\, tinishl>d do\vn 0 5 2 ,  the SXP 500 do\Vi\ 0 8 " o  c i i i d  thr \'+Sdcil1 I O W ~ ~ I  by 0 1'0 IC1 0 (i Yr) +I  17 7 lip 

t o t t i c i n l j  endoised faiiiilies The cost ot  the B ~ L I C U S  pachcige is lully olfsct 11) iiclasing a 
a g o d  of hdvi i ig  greenhouse-gns emissions bv 2050 an promised plaiuied tdx benefit that would gis e niultindlional coipordtions 
' antbitmiis" c u t s  o \w  the next decade 01 two B u t  they a so urged additional tar cleductions in the LS < i n J  11) ieqtiiirng hedge lund 
ta+growinB einerging economies to pledge tlieii own nieaiiingful managers to iepoit aiid pav taxes on theii comptbnsatioii as they 
ieductioiis receir e ~ t ,  rather than stoiiiig I t  oftshole to ,t\,uid h \ e 5  \s L~ 

PG&E'S BC LINE. SA'/ I ~ ~ K J I ~  that Pacific Gas and Electric. Co.  IS compiom~se ,  hIcConnell pioposefd that the Senate RepubliL,in 
completing d rcpoit to Calitoinia iegulatoiq telliii ; them the uhiit) Conteience 'will dgree to otfset the iwenue  lost h o m   ne^ tdx relid 
ivLints to iiio\,e f a \ \  a n i  \c it11 ctevt1lopiiiriit nf a iX0-L il / t m i \ i i i i w o I i  pollcv w t i i  speiidmg ieductlons or re\ eiiiie ra1sc.d troiii a l )prnpmIe  
liric / < I  B n i i ~ / i  coli[rrilit,i to tnp Into reiie\vable eiieig) iesourres fioiii tau polic) proposals H I? 00-19 c\tznds the placed-iii-sci\ icc cLite lo r  
Canada by 2017 "Given the vast a i i i ~ ~ i i i t  ol potential icnwvable wind facllihes to] one veal, thiough Drc 31, 2009 I I  '11so r\tencls the 
rcxmrces in 13C, the strong feasibilih ot btiilduig a tiansiiiissioii line, placed-in-service date tor thiee > e a ~ s ,  through Drc i l ,  201 1. tQr 
coed indicators of coiniiieicial viabilit\r, 'ind the results of c~oiiniitic other eligible renrrvable technologies 
amlyses, PGhE has decided to piotied to Phase 2 ot this ~roject, TE COMPLETES SCR. Tampa flcctric announccd t h a t  phase t\vo of 
iiic1uLiiiie iursuit of ciisctissions w t l i  ~ o l r  ctex.81 P G X ~ E  s a i d  111 the the ulstailatloii ot ~ c ~ i r w  ~ n ~ y I i (  R1'lfiic tiorr (SCR) L q u i  merit a t  the 
iepoi  t on fcasitx~itv stuciv s piogress to the California PUC x PPA coiiipanv's ~ i g  BC-iiii Power > / . i i i m  is complete ~ i g  kerici poi\ cr 
rvith Powerex Corp. IS taigeted tor 2010, PG&E said Powcie\ IS the Station's unit three W ~ S  the srcoiid to ieceive the i ierv equipiiiwit, 
y r e i  mal hehng wbsidiai) ot BC Hydro .An overldnd line fioiii s designed to turther ieduce N 0 u  ciiiissioiis at the plmt Ihe  
31 ~ t i sh  Columbia to C'ilifoi ilia IS technicall\ iensible to engineei and lllioii dollar einission coiitiol p i o p  t IS  s&dulc.d to be 
coiist~uc t, I'G&k s a d  llir h i e  st ould be toughl\ 1,000 nulcs long ted in b o  additional phases uni t  h o  b\ h l n v  1, 1003, and 
and cost up to 55 1 billion, PGhE has pre\wuslv si ld e by h h y  1, 2010 When coiiipletcci i n  1010, the p i o p t  I\ 111 
I'TG TRAhShIISSION RATE. Public Service Electric and Gas Co. !educe NO\ ~ I I ~ I S S I O I ~ S  at Big Bend h\ approuiii'itt.l\ 9 0 " o  from 199s 
wid i t  tiled lor ' in  ~ i i ~ i e a s e  III tr~iiisiiiission rates I t  inaint'iins as i t  1s Ie\els The SCR prolect IS p r t  n t  'a lo-\ edr. S1 ?. billwn -1d1ii )a 
needed to olfset iiivestnient tosts I'SEXG said i t  has requested a Elechic 7rogiaiii rvhicli a s  the ceiiteipietc ot 11s agicenienl t i  i t h  ,fie 
tr,tnsmission ROE of 11 68'" effective Oc t 1 Tlie rompany's List i n t e  EPX md Florida's Depitmen1 of En\  Iroiiiiieiital Protectioii 
incicase rvas 111 1997 Ifappro\ed 111 tlie FERC, the neit' iates i ~ ~ o u l d  UI STATEMENT ON DPUC. I'he Cniuicctlcut Drpai tment  or tilit! 
iiiirealsc the bill ot the avera e residential dectric ciistomei bv less Contiol (DPIJC) issued a press ieledse to dc iw a I C I  ucst b\ The 
than 0 500,  the coinpan) s a l t  PSE&G said the nv\v iates arg also United Illuminating Company, a subsxdiaiv of UIL Ilo\dings Corp.. 
i i c w l t d  h ~ a L l 5 c  ut  incrcasing transmiwon L k h l  etpeiises 
RENEWABLE TAX CREDIT UPDATI.. S N I  rrpoi ts that Senate b1 stated i t  has iiot to d a t r  f i lrd  a rate  inrrelise nplilicdtioir \\ 1111 the 
R ~ ~ p ~ l i l i ~ ~ ~ t i  L e d e r  M i t t h  \IcCoiinell, R-K\ \\'rote to I louse Speaker DPUC Instead, LJl sought an altein'itn e rrsolution that (lie 
\ m e \  Pelosi, D-Calif, a n d  ' i ~ ~ n n t ~  hlajoritt I.ractcr tfaiib Rcid, D- Comlianv belieied would l ie i n  the intetests ot all  L U ~ ~ L I I I ~ ~ I S  I t  c l i ~ l  
Ne\ , h 5 t  wceh proposuig a conip~oiiiise to allow tor the e\tension this to address thangmg ecoiioinic Loiidltions dlleitiny, LI 5 
ot t h r  I( til*iiwblc ,*ti~rp/ f171 t t l t r ~ l l 1 i l c s  Reptihlicans have argucd that operdhons, i n  hopes of s tahi lmn 7 ~ u s t o i i i e t s '  bills a n d  a \  el tiiig a 

insisted they w i l l  not pass a tax Inientirc parhage Uiat IS not paid Tor appo~ntiiieiit, UI \vi11 no!\ file a iioticr of i t s  iiitciit Lo i r q u r s t  ,in 
fully i n  ciccordanct~ wi th  theii "pa\, go" pled re McConnell noted that increase i n  rates 
i i e r \ ,  t a l  ieliet IS st  oieci as incieas~ng the $elicit, e\ en i n  uistances STANDARD 01-FER IN hlD I h c ,  \ldr! land P'L ~ 1 1 1 e ~ t e l l  Ilie qtate s 
\vhere the rcsultln 7 ecoiioniic gro\\ th raise5 lar  iiioie re\ enue than is investor-owned uhhhes to suhiiut evaluntioiis and  i eco i i i i i i e i i~ l a t i (~ i i~  
c5tiiiiatrci to lie "Post c' S r n a t e  i:iiiiincc Coiiimittec Ciiaiiniaii r\lax o i  pioposed >/mr,/nrt/ olfi i  si ' r7I iLc (SOS) p i w  riieinent plans 11v i2ct 1 
Uauius, L)-\lont , i n  June introduced 'I 5ubsti tute ~iinendmt.nt to i i  R S~)ecilicallv, Clie PSC directed fhe titllitie5 lo pro\ i d v  an  P\ ,ilunlioii of 
o O . t Y ,  tht. R ~ v r ( ~ r c  di lc  Ciwrgy  a i i l  /ldx c i t v f i o r i  \ ~ f  ,if2OOS, t h ~ t  pioposes a long-tern1 procuiement plan lor pro\ i c l i n  ScX t c i  ~ t ~ s i d c w t i n l  ;tnd 
,rlternative c n e t g  solutiolis ,tiid tax relict io1 the nation's I\ orhuig snia~i-coniiliercl'l~ custonieis lietween 10 ,in(f15 \ * a i s  in irngtli 
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

AT RICHMOND, JANUARY 16,2008 
APPLICATION OF 

KENTUCKY UTILITIES COMPANY CASE NO. PUE-2007-00118 
d/b/a OLD DOMINION P O m R  COMPANY 

For authority to issue securities under 
Chapter 3 of Title 56 of the Code of 
Virginia and to engage in an affiliate 
transaction under Chapter 4 of Title 
56 of the Code of Virginia 

”. G7 
tn 
0 

ORDER GRANTING AUTHORI’rx 

On December 27,2007, Kentucky Utilities Company, d/b/a/ Old Dominion Power 

Company (“Applicant” or the ‘cCompany’’), filed an application with the State Corporation 

Commission (C(Cammissionyy) requesting authority to issue securities under Chapter 3 of Title 56 

of the Code of Virginia (“Code”) and to engage in an affiliate transaction under Chapter 4 of 

Title 56 of the Code. Applicant paid the requisite fee of $250. 

Applicant requests authority to issue up to $275,000,000 of long-term debt (L(Proposed 

Debt”) during the 2008 calendar year to Fidelia Corporation (“Fidelia”). The proposed 

transaction constitutes an affdiate transaction under Chapter 4 of Title 56 of the Code since 

Fidelia is the finance company subsidiary of E.ON AG (,,E.ON”), the parent holding company of 

Applicant. The rate of interest on the Proposed Debt will depend on market conditions at the 

time of issuance and the term of maturity. The interest rate may be fixed or variable; however 

the term of maturity will not exceed thirty years. Applicant further states that the interest rate on 

all borrowings will be at the lowest of: i) the effective cost of capital for E.ON; ii) the effective 

cost of capital for Fidelia Corporation (“Fidelia”); or iii) the Company’s effective cost of capital 

as determined by reference to the Company’s cost of a direct borrowing from an independent 

third party for a comparable term loan (the “Best Rate Method”). 
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The Proposed Debt will be in the form o f  unsecured notes to Fidelia, subject to the terms 

of the loan agreement as set forth in Exhibit 1 attached to the Application. Applicant hrther 

requests authority to enter into one or more interest rate hedging agreements that may be in the 

form of a T-bill lock, swap, or similar agreement (“Hedging Facility”) designed to lock in the 

underlying interest rate on Proposed Debt in advance of closing on the loan. 

The Company states that proceeds from the Proposed Debt will be used during 2008 for 

routine and ongoing upgrades and expansions related to its distribution and transmission systems 

and other capital projects including, but not limited to, pollution control facilities. 

THE COMMISSIONy upon consideration of the application and having been advised by 

Staff, is of the opinion and finds that approval of the application will not be detrimental to the 

public interest. Accordingly, 

IT IS ORDERED THAT: 

1) Applicant is hereby authorized to issue and deliver the Proposed Debt in the form of 

unsecured notes in an aggregate principal amount not to exceed $275,000,000 in the manner and 

for the purposes as set forth in its application, through the period ending December 3 1,2008. 

2) Applicant is authorized to execute and deliver and perform the obligations of the 

Company under inter alia, the loan agreement with Fidelia, the Proposed Debt authorized in 

Ordering Paragraph (l), and such other agreements and documents as set out in its Application, 

and to perform the transactions contemplated by such agreements. 

3) Applicant shall submit a Preliminary Report of Action within ten (1 0) days after the 

issuance of any securities pursuant to Ordering Paragraph (l), to include the type of security, the 

issuance date, amount of the issue, the interest rate, the maturity date, and a brief explanation of 

reasons for the term of maturity chosen. 

4) Within sixty (60) days after the end of each calendar quarter in which any of the 

Proposed Debt is issued pursuant to Ordering Paragraph (l), Applicant shall file with the 

Commission a detailed Report of Action with respect. to all Proposed Debt issued during the 

calendar quarter to include: 
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The issuance date, type of security, amount issued, interest rate, date of 

maturity, issuance expenses realized to date, net proceeds to Applicant, and an 

updated costhenefit analysis that reflects the impact of any Hedging Facility 

for any Proposed Debt issued to refund other outstanding debt prior to 

maturity, if an update is applicable; 

A summary of the specific terms and conditions of each Hedging Facility and 

an explanation of how it fknctions to lock in the interest rate on an associated 

issuance of Proposed Debt; and 

The cumulative principal amount of Proposed Debt issued under the authority 

granted herein and the amount remaining to be issued. 

5 )  Applicant shall file a fmal Report of Action on or before March 3 1,2009, to include 

all information required in Ordering Paragraph (3) along with a balance sheet that reflects the 

capital structure following the issuance of the Proposed Debt. Applicant’s final Report of Action 

shall further provide a detailed account of all the actual expenses and fees paid to date for the 

Proposed Debt with an explanation of any variances from the estimated expenses contained in 

the Financing Summary attached to the application. 

6 )  

7) 

Approval of the application shall have no implications for raternaking purposes. 

This matter shall be continued, subject to the continuing review, audit, and 

appropriate directive of the Commission. 

AN ATTESTED COPY hereof shall be sent by the Clerk of the Commission to: Kendrick 

R. Riggs, Esquire, Stolle Kenon Ogden. PLLC, 1700 PNC Plaza, 500 West Jefferson Street, 

Louisville, Kentucky 40202; Daniel I(. Arbough, Director, Corporate Finance and Treasurer, 

Kentucky Utilities Company, 220 West Main Street, Louisville, Kentucky 40202; and to the 

Commission’s Division of Economics and Finance. 
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