
an company 

Ms. Stephanie L. Stumbo 
Executive Director 
Kentucky Public Service Commission 
2 1 1 Sower Boulevard 
P.O. Box 615 
Frankfort, Kentucky 40602-06 1 5 

August 4,2008 

RE: The application of Louisville Gas and Electric Company for an 
Order Authorizing the Issuance of Securities and the Assumption of 
Obligations (Case No. 2007-00550) 

Dear Ms. Stumbo: 

Pursuant to Ordering Paragraph No. 8 of the Commission’s Order in the 
aforementioned proceeding, L,ouisville Gas and Electric Company (“L,G&E”) 
hereby files an original and three (3) copies of information related to an 
issuance under said Order. 

On July 25, 2008, L,G&E borrowed $25 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: 

Louisville Gas and Electric Company 
Fidelia Corporation 
$25 million 
July 25,201 8 
6.2 1 Yo 
100% 
$25 million 
None 
None 
None 
January 25 and July 25 of each year commencing 
January 25,2009 

Louisville Gas and Electric 
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 the 
application. 

1 1 2  

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


Ms. Stephanie L. Stumbo 
August 4,2008 

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

The interest rate was set using the lowest rate quoted to LG&E at 2.08% 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 LG&E 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 summarized in the table below: 

2.08% 
4.13% 
6.2 1 % 

2.41% 
4.13% 
6.54% 

I LG&E Pricing I E.ON AG Pricing I 

Issuer 
Northern Natural Gas Co. 
Idaho Power Co. 

Nevada Power Co. 
- Pacific Corp. 

Moody‘s / 
S&P Maturity Spread 

A2 / A  7/15/2018 + 193 bps 
A3/ A 7/15/2018 + 215 bps 
AYA- 7/15/2018 +180 bps 

Baa3 /BBB 8/1/2018 +245 bps 

The 208 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). 

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, 
n, 

2 / 2  



7
 

.
 

:c 
c
 



s
+

 
... 



M W 





ZFZ 
Y086'9 

Z 
OE 

€ZZ PSZ PZZ 
Yo68 9 YoEP'9 YOPE 9 

E P P 
OE O€ OF 

SlSO3 NI-11V 

Y096.9 %98.9 YOOP 9 YOOE 9 
ozz 

ui 



ZEZ FZZ PS Z PZZ 
%86'9 Y068'9 %EP'9 %PE'9 

Z E P P 

Y096.9 %98 9 %OP'9 %OE'9 uodno3 aieJ-paxi j 
(sdq) peads 3!paJ3 

%99't %OL'P Yo0 1 'P 



Arbough, Dan 

From: 

Sent: 

To : Wiedmar, John 

Cc: Arbough, Dan, Horne, Elliott 

Subject: WG E ON AG 1Oy USD 

Heintzen, L-ioba [Lioba Heintzen@eon com] 

Wednesday, July 23,2008 7 15 AM 

Von : PETCU, Ca talin, GBM [mail to : Cat alin . PETCU@ rbs.com] 
Gesendet: Dienstag, 22.  3uli 2008 17:17 
An: Heintzen, Lioba 
Cc: PLAN, Roland, GBM 
Betreff E.ON AG 1Oy USD 

Dear Mrs Heintzen. 

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

3 875% May 2018 

T+236bp 
Ref Benchmark Yield 4 087% 

Best Regards, 
Catalin Petcu 
Catalin Petcu 
Debt Capital Markets, European Corporales 
RBS Global Banking & Markets 
135 Bishopsgate. London ECZM 3UR 
;)ifice +44 20  7085 7865 Mobile 144 79 12164 796 Fax +44 20 7085 6344 

This e-mail message is confidential and for use by the 
addressee o n l y .  If the message is received by anyone other 
than the addressee, please return the message to the sender 
by replying to it and then delete the message from your 
 computer^ 'Internet e-mails are not necessarily secure. The 
Ro:/al Bank of Scotland plc does not accept responsibility for 
changes made to this message after it was sent. 

Vlhilst all reasonable care has been taken to avoid the 
transmission of viruses, it is the responsibility of the recipient to 
ensure t.hat the onward transmission, opening or use of this 
message and any attachments will not adversely affect its 
systems or data. Eo responsibility is accepted by The 
P.oycil Bank of Scot1;trid plc in this regard arid the uec ip . i e i i t  should c a r r y  
out such virus and other checks as it considers appropriate. 
'.!isit our websites at: 
'::~~.v , r b s . com 



Sp-cad Indication 

Arbough, Dan 

From: 

Sent: 

To: Wiedmar, John 

Cc: Horne, Elliott, Arbough, Dan 

Subject: WG Spread Indication 

Heintzen, Lioba [Lioba Heintzen@eon corn] 
Wednesday, July 23, 2008 7 14 AM 

Von: Triebel, Tobias [mailto:Tobias.Triebel@gs.corn] 
Gesendet: Dienstag, 22. Juli 2008 15:41 
An: t-leintzen, Lioba 
Cc: Meckel, Jans 
Betreff FW: Spread Indication 

Hello, 

An indicative all rn spread for a C1SD75m lOyr private placement would be UST + 255bps The relevant reference 
treasury IS the 3 875% 5/18 UST 

Best regards 
Toby Triebel 

From: Weintzen, Lioba [mailto:Lioba.Heintzen@eon.com] 
Sent: Tuesday, July 22, 2008 2 : l l  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 Grunen / Kind regards 
Lioba Heintzen 

rreasurylAsset Management 
T +49 (0) 211 4579 655 
F +49 (0) 21 1 4579 669 
lioba heintzen@eon com 

E ON AG 
E ON-Platz 1 
304 79 Dusseldorf 

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


From: 
Sent: 
To: 
cc:  
Subject: 

Heintzen, Lioba [t.ioba.Heintzen@eon corn] 
Wednesday, July 23,2008 7 14 AM 
Wiedmar. John 
Arbough. Dan, Horne, Elliott 
WG Spread Indication [NC] 

Attachments: pic08380 jpg 

picO838O.jpg (50 
KB) 

- - - - - U r s p r u n g l  i c h e  N a c h r i c h t  - -- - - - 
'.;on: M a r t i n  WF.GENYSECHT [ m a i l t o : m a r t i n .  ~ y a g e n k n e c h t . ~ s g c i . b .  corn] 
G e s e n d e t :  Mi t twoch,  2 3 .  Juli 2 0 0 8  11: 15 
An: H e i n t z e n ,  L i o b a  

Yetreff: Spread  I n d i c a t i o n  [NC]  
Cc: Bodo BORCPXDS 

 ear 14s Heintzen 

Pl.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.ON SO-year  p r i v a t e  
~3I .acernent  i.n IJSD. We be l ieve  t h a t  a new 1 0 - y e a r  i s s u e  r e q u i r e s  a premium of 
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 3 718% 2018 T h i s  
p r i c i n g  assumes  a good 20bp new i s s u e  premium o v e r  t h e  r e c e n t l y  i s s u e  E.ON 
i e n c b r n a r k  5 . 8 %  A p r i l  2 0 1 8 .  Assuming f e e s  o f  0 . 5 %  we d e r i v e  a n  a l . 1 - i n  y i e l d  
of 6 . 4 5 4 % .  P l e a s e  see be low f o r  f u l l  d e t a i l s .  

iEixbeaded image moved rro f i l e :  p l c 0 8 3 8 0  I j p g )  

Since ..kje have  a few points y i e  b r i e f l y  i.ianted t o  h i g h l i g h t ,  we .sill contact 
i'ou s h o r r r l y .  

E e s t  regards, 

Ida r t i n  Wagenknecht 
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  
Dekt C a p i t a l  M a r k e t s  

T e L :  +49- -69-7174-611  
Fax :  +49-69-'71.74-1.17 
E -  rklail. : martin:..;agenknecht,~,sgcib. c o n  

.:3C ikTE GkNkRALE 
lieue M a i n z e r  S t r a s s e  4 6 - 5 0  - 6 0 3 1 1  F r a n k f u r t  am Main 
P o s t f a c h  1 0  19 35 - 6001.9 F r a n k f u r t  a m  Main 
:el. : 0 69 / 7 1  71- 0 - F a x :  0 6 0  1 7 1  7 4 -  1 96  
3Lz; 5 1 2  1 0 8  0 0  - S . W . I . F . T .  SOGE DE FF 

Z ' : ; e ign iede r i a s sung  d e r  Sociktd GGngra le  S.A. P a r i s  
Z i n g e L r a g e n  jLm R c . S  P a r i s  - 552 120 222 
Hey; s t e r g e r i c h t  Franl r fu i - t  am Main - 2RB 37165 
','e r :.;a 1 t un g s r a t : 
?aniel Boliton I 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  

'7hi.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 r e  c o n f i d e n t i a l ,  i n t endcc i  solel}. f o r  the 
r * r f * * * * * * i * * * i * x * t * * i * * i * * * * * C * i C * * * f * * ~ * * * * * * * * * * * * * * * * % * s * * ~ * ~ * * ~ * * ~ * ~ ~ * * * ~ ~ ~  
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Treasury Yield Curve Treasury Market 
Treasury prices rallied XI oss the C L I I V ~  'IS investors cillciliiloii~id 1 isky ,issets 'Ihe ).iclcl 
curve steepened with 2s-to-10s spre'id the largest it Iiris been i n  nearly 'I nionth S,tn 
Fraiicisro Fed President Janet Yellen conimented on klonday that whilc there is 
ctviipeting risks of giotvth ciiitt inllation, she is "sonic \ \~hC~t  reassured" ti! l e i w i t  t l a t , ~  tliilt 
there (ire no signs of general wage pressure. Slie also s k i  tlirtt ctat'i oii t lw coiisuiiiei-, 
husiness spending ,nid expoi ts Ii'ive eased her i .oIuriis  "some.rvliat nbout tlie inttwsity 
(11 the  s l o ~ v d o w i  " Fed Chairman Bel nanhe speal,s [his nioi-ning 011 tin,inrial rry,uLition 
Equity Market 
Equitrc:s closed loiver oii kloiid'i! 'iftcr tr'icling iii a I\ itlc rdi>gc': t l i r  Dux\, ~ v x s  u p  as !Ilucli 
a s  100 points ill die niorning ,inti ciown r ls niucli '15 points iiiiciitn!- Ultiin'ltely, (lie 
Dow finished h v n  0 5"&, the  SkP 500 do\.vn 0 Soo anti the Nastlaq l o t v t ~ ~  bv 0 1 % 
Ltilities perforiiied inliiie tvidi tlie rest of tlie niarhet .IS [lie UTY closed 0 7% lo\\er .A 
drop iii eneIgy m d  other coinmodit!, prices lueled tlie positive o p i  lol equities, hu t  
iLlrthcr concerns in tlie finaicial sector weighed on seiikiinent throughout the da). driving 
stock prices lobver Oil  closed do\\w nearly $4 aniici profit-t,iking, inci vascd optimisni 
rvgarding negotiations over Iran's nuclear program and tlie view tli'it I lurriccine Rertlict 
\vi11 'ivoiti the Gulf oi Mesic-o Rut Ficddic A f i r c  and Fmrrrre A liiL- lell to tlieii lor\wt levels i n  
iiioie than  14 yeais after ~ i i n n l p b  cominetited that i i  certain ai-rountin~, stanrlalds dte 
,-hanged, i t  may lequile the agencies to add A S  iiiucli as .S-IGbn and S29hIl o i  capital, 
r . ryxc t i \d !  I n  deal news, Q i t I c / s ~ / r w  RL'SOIIITL'S ~ g r e c d  to 'icqiiile the assets 11 ani \~iiriouS 
parties in Texas's Bariwtt Shale formation for SI 31 billion in crisIi and stack Overnight, 
stoclis in Asia closed lowel (Nikkei off 2.506; I-long l iong ofi 3 2% and S l iorea Lloivn 
2.9"~~)  rvlde European storks are also trading loiver, led clown by tincincials 
Economic Announcements 

, < I %  There were no significant economic mnouiicemeiits on .CIoncLi\, but I tiesii<i!. hrings 
;.OR 10:OO +Xl.EDT releges-of wholesale inyentories and pending  home sales 

-'"lol "1' 

- 

G-8 ON CLIMATE CHANGE. The Group qf Eiglrt officiallv endoised families. The cost of the BL*ucus pacl<:ige is lully oilset h\- tlcl'iying a 
multincitional corpor'itions 

"ambitious" cuts o\fer the next decade or two' But thev a so urged additional tax deductions in the $':k by iequiring !ledge iund 
fast-grocvin 7 emerging e?onomies to pledge their owli meaningful man'igeis to report and pay taxes on their coinpensation as 
1 e i ~  uc tio iis k~ on, lj iscussions ,ire scIiec1 ulcxci 1 c) r 1 receive it, r'itlier than storing it d i s h e  to dvuici t 'i~es 11s c~ 

PC;&E'S N C  LINE. Sh'L iepoits that Pacific Gas and  Flectric Co. is compromise. hIcConnell p~oposed Lhi11 tlie Sendte Republican 
romplet iug '1 report to California regulators telling them the utilit), Contei,enc'e "will agree to offset the re\'enue lost iron1 ne\\' td': relief 
ivants t o  move fonvard ivith devt~lopment of a 500-I;\/ fr,irislil1ssiiiri policy with spending reduc lions or re\ enue rnisrd irom a p p r o p l  i'ite 
i r r ~ r  fo Bnlislr C~oii[i i t i i i t i  to tap into rene\vable energy rcsources from tax pblici. proposals H I< 6049 c\tends i l i c  ~ilarc.tl-iii-sc~rvi~~t~ tLtte tor 
Citnacia I ~ V  2017 "Given tile vast amount of pohi t ia l  renewahle wind fad i t i r s  for  one year, tI1rougIi ~ e c  31, XOY I t  diso e\tencis the  
resources in BC, the strong feasibility of building a tianstiiission line, placed-in-service date  for t h e e  years. through D e r  31, 201 1, lor 
good iiidicalors of roiniueirial .r~iabilit\~, anti  the iesults of economic other eligible renew'ible terltnolo$es 
,iriaiyses, PGkE has decided l o  proc'c'd Lo Phase 2 oi this project, TE COMPLETES SCR. Tampa Electric a n n o u n i d  tha t  plkise Lkvn of 
including pursuit oi tiiscussions will1 Po\vvrex," I'GkE said in the the installation of S r l ~ ~ ? i r ~ e  C,7fii!yiic R ~ ~ ~ ~ I I C - ~ I O ~ ~  (SCR) q u i  n i t s r i t  c ~ t  thc 
report on teCisibility study's progress to tlie C,iliforiiia PUC A ITA company's Big Bcirlf P o 7 1 w  Stlzliw is coniplele Big !end Po~ver  
Ivitli Powerex Corp. is targeted tor 2010, PCBE said Powerex is tlie Station's unit thiee wCis tlie second to iecrive tlie new equi1iiiieiit, 
ioivcr marketing subsidiaiv of UC Hydro An overland line froni which is designed to further reduce NOs emissions a t  tlie p lmt  Ilie 
britisli Caiunibia to Califoriiia is [eclinicallv ie,isihIe to engineer and ~30- in i11ion  dollar emission control project is sclwdttleci to be 
construct, I'CkE said. rlie line ivould be ~roi ighl \~ 1,000 miles long completed in two aciditionnl phases: unit t1t.o bv h h v  1, 2009; <inti 
and  cost up to SS 1 billioii, PG&E has prciriouslv s i i d  unit one by hlav 1, ill 
PEG TRAKSMISSION R'4TE. Public Service Electric and Gas  Co. reduce XOs e i i i h i o n s  a t  Big Bend ti!. '11' ,ro\iiii<itelv 9 0 ° 0  iron1 195% 
said it filed for <in increase in (ratislnission rates it inaintains as it is fe ' ids  The 5C17 project is p t r t  ilf 'I li!)->.ei~r, $1 2 Iiillioii l G ~ ~ ~ ~  )a 
nceded to offset investiiicnt costs. I'SEkG said i t  has iequested a Electric irogi,ini which a s  (lie renterpit>cc of its agraenienl I\ i t l i  tfie 
transiiiission ROE of 11 6s"; efleitivc Oct. 1 The coinpanv's l as t  rate EPX i inc  Flor id<i's Dep;lrhnelll of I~ii\,ir~~iiiiieiit~il I'rolec tion 
increase \vas in 1997 If approved by tlie FFRC, tlie nexv fates \vould UI STATEMENT O N  DPUC. 'The Connectiiiit Depdrtnirnl of Litility 
increase the hill of tlie avcra 7e reskieiitid electric customer by less Control (DPUC) issued a press rcle'ise to d e n v  a ret uest h\ The 

0.5X, tlie c-ompain saik K E & G  said tlie nmv iates ale also United Illuminaling Company, a .;uhsidian of 011 1Ioldings (?or 
L i d  Liecciusv of increising transmission Okk1 expenses to appoint a prosecutorial stat] to participitc 111 settlcnicnt tiisc.ovia 

- EWABLE TAX CREDIT UPDATE. S N 1 .  icpoi ts  that Senate U1 stated it has not to date  fi led a rate iilcreasc applicatiori \ \  i t l i  t 
Rcpiiblicriii Lender ,\Jilch \IcConnell, I2-K)- . \v iote  to I-louse Speaker DPUC Instead, 111 sought a n  dtcriiciti\~e resolution tli'it the  
S'inr\; Pelosi, L)-Cnlif, a n d  Senate hhjoritv I.cader Hal-rv Reid, D- Comliaiiy believed would lie in the inteiesls ol  all I - L I S ~ ~ I I ~ I ? ~ ~  I t  I.liil 
Ncv ,'liist week proposing a comproiiuse t; allow tor the extension this to address changing econoniic c.ontiitions 'ttfecting [.'I s 
ot the ~ ~ ~ ~ i r i ~ ~ t ~ b / c ,  im'rgy LILY i t I < - c , I I h i l t . S .  Rt~pulilicans h a v e  argued tha t  operations, in hopes of stabilizin 7 t ustomeis' hills and ,I\ erhng A 
the tax crrtlits do not n e e d  to be otiset, bu t  H O L I S ~  Democrats have formal rate filing \\'id1 the D1 L L  s denial of a p r o m  trtorial 
insisted thev \vi11 not  pass a tax incenlivc= p x k a g e  that is no t  paid for appointment, LI1 !\fill no\v file a notice ot  its intent to lfqucst AI? 
itlily in accordance with theii "pa!yp" pledpe kicOonnell noted that increase in rates 
iww tau ielief is scoieci as incre<ising the defic.it, even in "istanres STANDARD OFFER IN MD, rilt7 \ ~ ~ i r \  i'incl PSC CiireLtect t ~ i e  state's 
ivliere the icsullin 7 economic gro\vtIi raises far iiioie revenue than is iiivestor-o\vned utilities to submit e\.<il&tions a n d  ii,zoiiimeridati~)iis 
cstiinatt-d to ~ i [ =  b'fost 1' ~ c n a t c  Finance Comniittec Cliaiimcin E\iIax 0 ,  proposed s/nr i i l i i r r f  of f i r  si'r;vc-c (SOS) piocriiciuent pians  {,!/ (7cL 1 
Bausiis. D-hloiit , in  June introduiecl <I sub5titutc. ~~inendiiic.nt to 1-1 R Speciiically, the PSC: diiertect tlie utilities to protside ail  e\ ,rlucition ot 
0049, die Rc,iicwflh/t. Eiivr$!y 'urd lobs C I ~ ~ , I ~ ; I L J I I  A < /  {yfZi309, that proposes a long-term procui-euient f i l an  for pro! iiliiig S O S  to ii~sitit~ntinl q ~ i ~ i i  
,iitcrnative cneigv solutions anti tax reliet tor the nation's \vorlting sn\all-conumerci'~i iustomels  tvt\veen I O  ttnJ 15 \ears 111 Iengtil 
Corporate Financing Activity 
Idaho Power Company priced S120niui ut IO-! erti tiist muitgage hciniis a t  <I sprLI<id OI ~ 1 - 1 5  bp TIw C:uiiipany \ \ < I S  l.ist 111 tht. I i 1 d r k t  OII 

Oct IS, 1-007. w lien i t  priccct S100inm of ?()-)ear tiist mortgiigc honds at  (I sprecicl 01 -& I35 h p  

goal ot  halving greenhouse-gas eniissions ti\, 2050 dnd yromised pldiined tax benefit dicit tvould 

\'hen coinpletcd in 2010, the pioject 

1 :; 

+ ;--; 

Issuer Ratings Sirirn Structure Coupon Spread hzllt' CoC Citi Ciimments 
. -* l~t,ilio I)o\vvr C ~ q u ! i ! ~  . ...!).>/!\ -, ."!!) . 10 N,C!I. , 17 0 3 , ,  +;Is l,p , 'I+.?? -- . .  . 
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

AT RICHMOND, JANUARY 16,2008 
APPLICATION OF 

KENTUCKY UTILITIES COMPANY CASE NO. PIJE-2007-00118 
d/b/a OLD DOMINION POWER 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 

ORLlER GRANTING AUTHORITY 

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

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

Commission (“Commission”) 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 (“Proposed 

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

transaction constitutes an affiliate 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.QN; 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 tern loan (the “Best Rate Method”). 



The Proposed Debt will be in the form of unsecured notes to Fidelia, subject to the terms 

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

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 COMMISSION, 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 OF3lERED 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 (I), 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: 

! 



(a) 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 functions to lock in the interest rate on an associated 

issuance of Proposed Debt; and 

The cumulative principal amount of Praposed Debt issued under the authority 

granted herein and the amount remaining to be issued. 

(b) 

(c> 

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 ratemaking 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 Kenan Ogden. PILC, 1700 PNC Plaza, 500 West Jefferson Street, 

Louisville, Kentucky 40202; Daniel K. 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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