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Ms. Stephanie L. Stumbo Louisville Gas and Electric
Executive Director Company
Kentucky Public Service Commission i State Regufation and Rates
211 Sower Boulevard ﬁ wa@ EEVED igﬂa\':is;;éign Street
P.O. Box 615 DEC 0.4 2008 Louisville, Kentucky 40232
Frankfort, Kentucky 40602-0615 WWW.e0N-Us.com
PUBLIC SERVICE
COMMISSION Rick £. Lovekamp
Manager - Regulatory Affairs

December 4, 2008 T 502-627-3780

F 502-627-3213
rick.tovekamp @eon-us.com

RE: The application of Louisville Gas and Electric Company for an
Order Authorizing the Issuance of Securities and the Assumption of
Obligations (Case No. 2008-00428)

Dear Ms. Stumbo:

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

On November 21, 2008, LG&E borrowed $50 million from Fidelia Corporation
in accordance with the order issued October 21, 2008 in the above-referenced
case. The details of the loan are shown below:

Borrower: Louisville Gas and Electric Company
Lender: Fidelia Corporation

Amount; $50 million

Maturity Date: November 23, 2015

Interest Rate: 6.48%

Price Paid: 100%

Proceeds: $50 million

Commissions Paid: None

Legal Costs: None

Security for Loan:  None
Interest Payments:  May 21 and November 21 of each year
commencing May 21, 2009

The proceeds of the loan were used to fund capital projects described in the
application.
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Ms. Stephanie L. Stumbo
December 4, 2008

The interest rate was set using the lowest rate quoted to LG&E at 3.675% above
the yield on the seven-year treasury bond (2.805%). 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:

LG&E Pricing | E.ON AG Pricing
Low bid above seven-year treasury 3.675%
Seven-year treasury rate 2.805%
All-in cost 6.48%
Average bid above seven-year treasury 4.464%
Seven-year treasury rate 2.805%
All-in cost 7.26%%

The 367.5 basis point spread for this seven year borrowing is comparable to that
of recent five and ten year issuances from other energy companies with similar
credit ratings and favorable to that of a recent ten-year issuance from an energy
company with a lower rating. (See table below along with attached support
documentation).

Moody's /
Issuer S&P Maturity Spread
Alabama Power Co. A2/ A 11/15/2013 | + 355 bps
Georgia Power Co. A2/ A 11/15/2013 | + 360 bps
Duke Energy Carolinas AZ/A 11/15/2013 | +345 bps
Duke Energy Carolinas A2/A 11/15/2018 | +340 bps
Pacific Gas & Electric A3/BBB+ 12/1/2018 | +395 bps

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,

IS, s

Rick E. Lovekamp
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Indicative New Issue Pricing — Louisville Gas & Electric FMBs (A1/A-)

versusbiBORr . $LT2é5 Rt i
Benchmark and reoffer spreads as of 11/79/2008.




Louisville Gas & Electric Company
Indicative New Issue Pricing

First Mortgage Bonds (A1/A-)

~Jd

Term (Years)

Issue Size (5 mm} $50mm
Maturity 11/15/2015
Format NC Life
Benchmark Treasury 4.5% due 11/15
Benchmark Yield 2.831%

ey

Coupon 6.625%
Semmannual Yield to Investors 6.706%
Underwriing Commissions 0.625%

All-m Spread +399bps Area




UFPDATE

PRICING

Louisville Gas & Electric $50MM offering indicative new issue
pricing

Maturity T
Reference Treasury 4.250% 08/15
Treasury Yield 2.84
Reaffer Spread {bps) o 4254
Coupan (%} _ e A T
amortized fees {bps) 11

All-in Cost (%) 7.20
Coupon swapped to 3mSl. (bps}’ _ T _ L0338

i Jml yrelding 2.22%

JEMorgan
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L G&E Fidelia Borrowing
E ON AG Rate Quotes

11/21/2008

7 Year
5 Year 10 Year Interpolated

Bank Spread Spread Spread
Barclay's 4860 455 458
Deu Bank 450 450 450
ML 425 412 420
MS 450 450 450
RBS 470 430 454

Average Spread 446
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OPPORTUNITY
For companies seeking to issue debt before year end. there is an opportunity 1o access cheap liquidity in the front end of the curve  As the 2- and 5-year treasuriss
have rallied to historlcally low levels, issuers can lock in aliractive all-in yields as Investors are reverting to analyzing short tener new issues on spread basis rather than
a yicld basis.  hwestor appetite for 5-year bonds has been demonstrated in recent transactions as orderbooks for 8-year issues from Duke Energy Carolinas and
Georgia Power were Jx-ix oversubscribed. respectively Please contact the dosk if you are Interested in fearning more about this opportunity

NEW ISSUE COMMENTARY

There way proderstle activily in the new issus market this week as 9 new Issues priced bringing 37 $5bn o market  Barclays Capital was a bookrunner on this week s

Ceorgia Pow er. Duke Energy Carolinas. and Cleveland Electtlc luminating offerings

+ Wednesday. Georgla Power priced S400mnm 5-yedr Sentor Notes (A2/A) at T + 340 (6 00%) The book was vary strong, over $1 6bn In size and dominated by high
quality buy-and-hold accounts Georgla Power was also in Lhe markel Wednesday with a retall senlor debt Issue {40NCS) alongside Its unsecured notes oifering

‘Today. Mabama Power followsd on the successful Ceorgla Power offering pricing $250mm S-year Senior Notes at T - 345 (5 75%)

« Duke Energy Carolinas priced $900mm First and Refunding Morlgage Bonds (A2/A) across Lwo tranches: $400mm S-years at T+ 345 (5 739} and $500mm 10-veary
at T+ 340 (7.00%}. Nelther the Georgla or Duke efferings were pre-sounded Lo investors. and both deals came al a small new Issue concession of 40 and 45 bps.

.

raspectively

+ On Thursday, Cleveland Electric DNuminating priced $300mm 10-year First Mortgage Bonds at 8 875% (T + 5736} The offering was solt-sounded 1o investors before
announaement
Also on Thursday, Pacilic Gas & Electric priced $600mm Sentor Ungecured Motes {A3/BBB 1) across Lwo tranches: 5400mm S-vear at T - 410 (6 25%) and $200mm
10-vear 3t T + 395 (8 25%)  The [0-year trancie was a reopening of the 10-year 8 25% notes PCE priced al T + 155 7 on Octobar 15th

+ Today. Seuthwestern Pubiic Service priced $250mm 10-vear Senior Motes (Baa1/BBB+) al 8 755 {T+ 515 5)

MARKET COMMENTARY
Treasuries rallied this waek. led by Uire front end. amid market volablity  Movement In the 30-year bond was muted 25 a result of reactlon to $10bn innew supply

The credit markels were mixed as the Credit Index tightened 5 bps to 486 bps. while the 1671 widened 20 bps tp 208bps  Equity markets continued to drop as the
Dow fell 447 points on the week to 8497, led fower by poor economic data and contlinued fears of a deepening economic stowdown

+ Ineconemic data, intlal jobless claims rose higher than expeeied to 516k a 25-year high suggesiing that the glebal economic slowdown is deepening The U'S trade
delicht narrowed more than forecasted as the cost of foreign crude oif tumbled and Retali sales feil 1 6%. worse than expected to -2 B%. marking a record drop

This weelk. Hank Paulson announced that the 3700bn bailout package (TARP) will no longer buy Loxic assels. but will divert capital to buying stakes in the nation’s
largest corporations, Intluding ren-financial Institutions, and revive consumer credit markets

DOMESTIC ISSUANCE THIS WEEK

DATE ISSUER AMT RATINGS MTY CPN SPFRD INDUSTRY
11714 Southwestarn Public Service 150 Baal / BBB+ 1271718 8750 +516 Utilities

¥ 11/14 Alabama Power Co 250 A2 /A 11715713 5 800 +355 Utilities
11/%3 Time Warner Cable 750  Baaz / BBB 2/14/14 - 8250 +580 ¢ Comnunications
11/13  Time Warner Cable 1250 Baa2 / 8BS+ - 2/14019 B 750 +525 : Cemmunidations
11/13 Clevetand Electric luminating® 300 Baaz / BBE+ 11/15/18 B.875 +514 C tilities
11/13 Paclic Gas & Eleclric 300 A3/ BBB+ 1271713 6 250 1410 Utilities

w2 11/13 Pachic Gas & Electric (re-opening) 200 A3/ BBB+ 12/1/18 8 250 +395 Witiities
P1/12 Philip Morris 1.250 AT/ A 3/17/14 6875 463 Cansumer Mon-cyclical
11712 AT&T 1.500 a2/ A 11/15/13 6 700 +438 Communications

+2 11/12 DukeEnergy Carolinas” 500 A2/ A 11/15/18 7 000 +340 Utilities

=% 11/12 Duke Energy Carolinas* 4060 A2 A 131/15/13 5750 +345 Utllities
11/12 Georgia Fower Co 100 AT /A AOMCS g 200 - Utilittes

== 11/12 Georgia Power Co 400 AZ /A 171/1%3 6 000 +360 Utilitles

Barclays led Issuance has been highlighted *Securad

Quistion of the Week: 4 stales have capitals thal start with the samme letter as the state  What are they?




