
Mr. Jeff DeRouen 
Executive Director 
Public Service Commission of Kentucky 
21 1 Sower Boulevard 
Frankfort, Kentucky 40602-061 5 
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PUBLIC c:,kE?'d'lCE 
C 0 M M IS S i 0 N 

September 16,201 1 

W,,: Application of Louisville Gas and Electric Company for an Order 
Authorizing the Restructure and Refinancing of Unsecured Debt and 
the Assumption of Obligations and for  Amendment of Existing 
Aritlt ority 
Case No. 2011-00308 

Dear Mr. DeRouen: 

Enclosed please find an original and eight (8) copies of Louisville Gas and 
Electric Company's response to the Cornmission Staffs First Information 
Request dated September 8, 201 1 , in the above-referenced matter. 

Due to the unavailabilty of Daniel K. Arbough, a signed verification page will 
be provided no later than Friday, September 2.3rd. 

Should you have any questions regarding the enclosed, please contact me at 
your convenience. 

Sincerely, 

Louisville Gas and Electric 
Company 
State Regulation and Rates 
220 West Main Street 
PO Box 32010 
Louisville, Kentucky 40232 
www.lge-ku.com 

Rick E. Lovekamp 
Manager - Regulatory Affairs 
T 502-627-3780 
F 502-627-3213 
rick.lovekamp@lge-ku.com 

Rick E. Lovekainp 

http://www.lge-ku.com
mailto:rick.lovekamp@lge-ku.com
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SVILLE GAS AN LECTRIC COMPANY 

CASE NO. 2011-00308 

Response to Commission Staff’s First Request for Information 
ated September 8,201 1 

Question No. 1 

Witness: Daniel K. Arbough 

Q-1. Refer to paragraph S of LG&E’s application. Provide a thorough description of the recent 
“[s]ignificaiit changes in the credit markets” that make it advantageous for LG&E to iiow 
extend its cixi-reiit credit facilities beyond the currelit December 3 1, 2014 expiration date. 

A-1. Tlie credit market climate has improved in recent iiiontlis as banks have been offering 
lower borrowing margins and longer t e r m  on credit facilities for companies with 
investment grade ratings. Five year facilities have become more coininon in tlie industry 
than at tlie time LG&E’s existing credit facility was put in place. By amending aiid 
extending tlie existing credit facility, it is anticipated that LG&E’s commitment fee on 
undrawn funds would drop froni 0.20% to 0.1 S%, the credit spread for Eurodollar loans 
would drop froni 1.75% to I .  12.5% and the fee on letters of credit issued under the facility 
would drop froin 1.75% to 1.125%. The anticipated pricing is consistent with other 
recently syndicated loan facilities for utilities. 





ELECTRIC COMPANY 

CASE NO. 2011-00308 

Response to Commission Staff‘s First Request for Information 
Dated September 8,201 1 

Question No. 2 

Witness: Daniel K. Arbough 

Q-2. Refer to paragraph 7 of LG&E’s application. 

a. Explain in detail why LG&E anticipates paying a lower upfront fee if it ainends and 
extends tlie current credit facilities as it proposes rather than waiting until the end of 
tlie term of the cuixxit credit facilities to replace tlie line of credit. 

b. Provide the current credit spread LG&E would pay if it borrowed under tlie line of 
credit, LG&E’s expected reduction in tlie credit spread uiider tlie proposed 
amendment, and aii explanation of how the amount of tlie expected reduction was 
determined . 

A-2. a. Rased on recent transactions in tlie credit inarltet for utilities, it is assumed that a iiew 
credit facility put into place at the end of the term of the current facility would 
generate general upfront fees equal to $1,500,000 (0.375%), arrangement fees of 
$400,000 (0.10%) plus legal fees. By amending and extending the current credit 
facility, LG&E anticipates upfront fees would be limited to an amendment fee of 
$600,000, an arrangement fee of $125,000 plus legal fees. Upfroiit fees would be 
reduced in part because the participating baidts and the credit agreement docuineiit 
are already in place, thereby reducing tlie effort involved in the syndication process. 

b. Under the pricing structure of tlie existing credit facility, LG&E would pay a credit 
spread of 1.75% on a Eurodollar loan. TJnder the proposed amendment arid extension 
of the credit facility, LG&E’s anticipated credit spread would be reduced to 1.125% 
on a Eurodollar loan. This is based on a comparison of the current grid pricing to the 
proposed grid pricing for L,G&E, which has a secured senior credit rating of A- / A2. 
This pricing is consistent with other recently syndicated loail facilities for utilities. 
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LOUISVILLE GAS AND ELECTRIC COMPANY 

CASE: NO. 2011-00308 

Response to Commission Staff‘s First Request for Information 
ated September 8,2011 

Question No. 3 

Witness: Daniel K. Arbough 

Q-3. Refer to Exhibit 1 to LG&E’s application. 

a. Provide a description and/or explanation of “Unfiiiided Fees.” 

b. Explain how tlie amount of TJnfunded Fees is derived under both the “Current” and 
“Proposed” scenarios. 

c. Explain why the IJnfunded Fees will be 25 percent less under the “Proposed” 
scenario compared to the “Current” scenario. 

d. Explain how tlie amounts of the Upfroiit/Ananger Fees of $2,100,000 under the 
“Current” scenario and $925,000 under tlie “Proposed” scenario were derived. 

A-3. a. “‘Unfunded Fees” consist of the Commitment Fees payable on the undrawn portion of 
the credit line. 

b. Annual estimated TJnfLiiided Fees total $800,000 under the current facility arid were 
calculated using tlie applicable percentage under the current pricing grid for LG&E 
(0.20%), based on a senior secured long-term debt rating of A- / A2, times the total 
ainouiit of the credit line. (0.20% x $400,000,000 = $800,000). Annual estimated 
Uiifuiided Fees for years 201 S and. 2016 under the “CC-mrrent” scenario use the 
applicable percentage under the proposed pricing grid (0.15%) times the total amount 
of the credit liiie, assuming that pricing at the time of the renewal of the credit facility 
would be the same as that currently available. (0.15% x $400,000,000 = $600,000). 

Annual estimated Unfunded Fees total $600,000 under the proposed facility and were 
calculated using the applicable percentage under the anticipated pricing grid for 
L,G&E (0.1 S%), based on a senior secured long-term debt rating of A- / A2, times the 
total amount of the credit line. (0.15% x $400,000,000 = $600,000). 

c. The applicable percentage for coininitmeiit fees under the cui-reiit pricing grid for 
LG&E is 0.20% while tlie applicable percentage for coininitmeiit fees quoted under 
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the proposed pricing grid is only 0.15%. As discussed in A-1, this is consistent with 
other recently syndicated loan facilities for utilities. 

d. The estimated Upfront/Ai-ranger Fees under the “Cu~ent”  scenario consist of the 
following to be paid at the tiine of replaceiiient of the existing facility: 

TJpfront fee (0.375% x $400,000,000) $1,500,000 

Legal/ Other charges 200,000 
Total $2,100,000 

Ai-rangenient Fee (0.1 0% x $400,000,000) 400,000 

The estimated TJpfront/Arranger Fees under the “Proposed” scenario consist of the 
following to be paid at the time of amendment and extension: 

Arnendinent Fee $6 0 0 , 0 0 0 
Arrangement Fee 125,000 
Legal/ Other charges 200,000 
Total $925,000 


