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Mr. Jeff DeRouen Kentucky Utilities Company 
Executive Director 
Kentucky Public Service Commission 

State Regulat ion and Rates 
220 West M a i n  St reet  
PO Box 32010 
Louisvil le, Kentucky 40232 
www.eon-usxom 

2 1 1 Sower Boulevard 
P.O. Box 615 
Frankfort, Kentucky 40602-06 15 

August 5, 2009 

PUBLIC SERVICE 
COMMISSION Rick E. Lovekamp 

M a n a g e r  - Regulatory  Affairs 
T 502-627-3780 
F 502-627-3213 
rick.lovekamp@eon-us.com 

RE: The application of Kentucky Utilities Company for an Order 
Authorizing the Issuance of Securities and the Assumption of 
Obligations (Case No. 2008-00426) 

Dear Mr. DeRouen: 

Pursuant to Ordering Paragraph No. 8 of the Commission’s Order in the 
aforementioned proceeding, ICentucky TJtilities Company (“KLJ”) hereby files 
an original and three (3) copies of information related to an issuance under said 
Order. 

On July 27, 2009, KU borrowed $50 million from Fidelia Corporation in 
accordance with the order issued November 5 ,  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 
J ~ l y  29,20 19 
4.81% 
100% 
$50 million 
None 
None 
None 
January 27 and July 27 of each year 
commencing January 27,20 10 

The proceeds of the loan were used to fund capital projects described in the 
application. 
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Mr. Jeff DeRouen 
August 5,2009 

KU Pricing 
Low bid above ten-year treasury 1.28% 

All-in cost 4.81% 
Average ~ bid above ten-year treasury 
Ten-year treasury rate 
All-in cost 

Ten-year treasury rate 3.53% 

The interest rate was set using the lowest rate quoted to KTJ at 1.28% above the 
yield on the ten-year treasury bond (3.53%). The supporting price indications 
from the investment banks are attached along with a copy of pages from 
Bloomberg showing the yield on a ten year treasury bond. The lowest rate 
quoted to KU by the investrnent 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: 

E.ON AG Pricing 

1.60% 
3.53% 
5.13% 

Issuer 
Niagara Mohawk Power 
Wisconsin Power & Light 

The 128 basis point spread for this ten year borrowing is comparable to that of a 
recent ten year issuance from another energy company with a slightly lower 
credit rating, and lower than that of recent ten year issuances from two other 
energy companies with slightly lower credit ratings. (See table below along 
with attached support documentation). 

Moody's I 
S&P Maturity Spread 

A3 /A- 8/15/2019 + 125 bps 
A2/ A- 7/15/2019 + 160 bm 

I Virginia Electric Power I Raal/A- I 6/30/2019 I t-137.5 bps 1 
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) 627-202 1. 

Sincerely, 

Rick E. Lovekamp 
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EON-market update and indicative pricing July 22", 2009 

. . . . . .  , :  , . : 
, . ,  

. . ,  

s European markets opened the week on a strong note with equities up by 1-1 5% and high grade credit 
indices back at  pre-Lehman levels 

This week the focus will be on the b o - d a y  congressional testimoily by the Fed Chairman Ben 
Bernanke. The testimony started yesterday in which Bernanke discussed exit strategies 
L: Earlier this week, the Fed Chief said that there may be a need to raise the rates soon to preverit 

iiiflation. though he did not give any time frame 

a 

LS The Bank of Englard's Charlie Bean also discussed exit strategies. Bean noted that the BoE can 
withdraw stinrulus in Lwo ways-by raising the bank rate or by selling back some or all of the assets that 
the bank has bought as a part of the stimulus package 

Piiinary market have been relatively quiet due to the earnings season and investor holidays. This week 
the Eurobond primary market has been tapped by just one issuer so far 
w GE (Aa2/AA+) came to the market with a 5-year E2bn benchmark. The issuer priced 10bps through 

the revised guidance at MStISObps on the back of a E6bn orderbook 

Looking forward, Gazprom (BaallBBB, JPM books) is In the market with a dual-currency issuance. 
The issuer is in the market with a 5-year US$ trade accompanied by a 5.5-year Euro trade. Initial 
guidance for the lJSS trade was at 8.5Yoa and for the E5Obmi-n trade at 8 75%a Guidance on both 
tranches has been tightened by 25bps on  the back of strong demand 

Though primary volumes continue to reflect the summer slowdown, liquidity will remain strong enough 
to support new transactions over the next week, before the majority of investors begin to lose capacity 
in early August 
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indiceliva priciig fw a EUR benchmark 2 year ?-year 5-yaar 7.year 10-year '?-yew 13-year 15-yeor 2O.year 3oy""r. 
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22 July 2009 

Weekly Corporate Euro & USD Issuance YTD 
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Utility Reporting Calendar 
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Peter IAadonio, AlD (2121 E34-38Ot 
Anisha Mehra, ED (212) 834.4918 
Steve Lcamer, ASSOC (212) 8 ~ 4 - 4 : M  
Stephanir Wai, Analyst (212) 834.31 17 

U S .  Debt Capital Markets update EkY,"A:ine 
.MY I O ,  2009 

Ut i l i ty  & Pipeline sectors 
For distribution to  issuer clients only 
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: Economic data indicates that the economy has shifted from a deep downturn in 4QOE and lQO9 to stabilization by the middle of this yeat, and 
growth by year end 

Y J P hluqan revised i t s  eStiniate of 2QO9 real GDP to 4 5% sdar (from -2 04.) oi l  the bark of in1p:wernent in net exp:',lts and i i i~ i i iu i~~ctt i i i ! . ,~ 
Global manufacturing i s  set to revive in 43. as inventory reductions iadc 
Ti;e lis foreign trade balance narrowed sharply in ),lay owing both the stron.rer ex?orls (increased 1 &'..I and wxAc.r I m p O r ~ ~  
(declined 0.62,) 

Last week., seasonally ad]ust?d jobless claims fell 52,0120 to 565,090, thc lowest weekly reading since early Ji!riuar) 
Continuing claims rose k s t  week, but recent trends show a shift :owarc slower increases In uneniployrnent 
However, unemployment i s  still expected to reach lo?<, 

-- Initial jobless claims have becli trending lower since March. one of the stlongest signs that a n  end to t h e  recession i s  near 

* Treasurv vields are lower. and the culve has flattened. despite last week's heavy duration supply 
Over the past two week:, 5, 10, and 30 yi yields are lower by 32bps, 20bps, and 1 lbps, respectively 
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High Grade bond spreads have declined 18bps over the past month to 296bps, while yields have fallen 63bps to 5.94% 
Strong spread tightening in ZOO? can be attributed to both improving economic fundamentals and strong technicals as bond demand outpaces 

The continueo attractiveness of IHG bond yields can be seen across the maturity spectrum 
supply 

In the short end, HG credit offers a yield pickup of almost three times low UST yields. Recent front end outperformjncc i s  a factor 
of increased demand 
In the long end. the averaee yield on bonds in the 10 and ?O.yr buckets ar-e 6.2";. and 6 7?,, respectively, ahovr- 6 ? .  liis:oricall) a 
target foi insurance company portfolios 

Additionally, we may be beginning to see a flight to qua!ity within t iG credit, stoppin: the trend of riikier credits rallyin2 strongly versus 
higher quality credits 

Positive upcoming earnings should be supportive for credit 
US HG credit was one of the best performing asset classes in 1Hfl9, outperforming Equities, Treasuries, and Commodities 
HG credit should be less sensitive to LH09 economic data 

Spreads between BEE and AA rated bonds have compressed by over 13Obps year-lo-date, but the trena has recently stopped 

Weaker economic data supports increased allocalioris to credit at the expense of equities, alternative, and other riskier asset 
classes 
If econoniic data turn more positive, t h i s  will likely lead to  higher UST yields, supportine lower credit spreads 

Modest uptick in inew issue pretniums; Itowever, concession, refndin below recent hlghs 
Recent performance of new issues has moderated from past tightening 
increased investor interest in shorter duration corporate bonds given near zero return on risk-free assets (i.e cash) 
Markets will remain volatile 

Several themes continue to prevail in the new issue market 

Upcoming earnings, especially in the financial sector, ,Iiould b ~ 1  a laigc driver of supply throughout the summer 
. . .  . . . . . .  . . .  . . . .  
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