
an company 

Ms. Elizabeth O’Donnell 
Executive Director 
Kentucky Public Service Commission 
21 1 Sower Boulevard 
Frankfort, Kentucky 40602 

February 20,2007 

W,: Kentucky Utilities Company for an Order Authorizing the Issuance 
of Securities and the Assumption of Obligations 
(Case No. 2006-00.390) 

Dear Ms. O’Donnell: 

Pursuant to Ordering Paragraph No. 7 of the Commission’s Order in the 
aforementioned proceeding, Kentucky TJtilities company (“KIJ”) hereby files 
an original and three ( 3 )  copies of information related to an issuance under said 
Order. 

On February 7, 2007, KU borrowed $53 million from Fidelia Corporation in 
accordance with the order issued February 6, 2007 in the above-referenced 
case. The details of the loan are shown below: 

Borrower: 
Lender: 
Amount: 
Maturity Date: 
Interest Rate: 
Price Paid: 
Proceeds: 
Coinmissions Paid: 
Legal Costs: 
Security for L,oan: 
Interest Payments: 

Kentucky Utilities Company 
Fidelia Corporation 
$53 million 
February 7,2022 
5.69% 
100% 
$53 million 
None 
None 
None 
August 7 and February 7 commencing 
August 7,2007 

Kentucky Utili ties Corn pan y 
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. 

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


Ms. Elizabeth O'Donnell 
February 20,2007 

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

Average bid above ten-year treasury 
All-in cost 

Ten-year treasury rate 
All-in cost 

The interest rate was set using the lowest rate quoted to KU at 0.87% above the 
yield on the ten-year treasury bond (4.82%). The supporting price indications 
from the irivestinent banlts are attached along with a copy of a page from 
Bloomberg showing the yield on the treasury bond. The lowest rate quoted to 
KU by the investment baillts 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 E.ON AG 
Pricing Pricing 
0.87% 
4.82% 
5.69% 

1.01% 
4.82% 
5.78% 

Issuer 
Alabama Power Co. 
Alabama Gas Corp. 
Northern Natural Gas 

The 87 basis point spread is comparable with recent ten-year and thirty-year 
debt issuances from other energy companies with a similar credit rating. (See 
table below along with attached support documentation). 

Moody's / S&P Maturity Spread 
A 2 / A  0210 1 /20 17 + 72 bps 

AI / BBB+ 01/15/2037 + 113 bps 
A3 / A  02/15/2037 + 95 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 at (502)627-3780 or Don Harris at (502)627-2021. 

Sincerely, 

Ric1;E. L,oveltamp 

cc: Dan Arbough 
Kendrick Riggs - Stoll * Keenon * Ogden 





U S .  debt  capital markets update ::::;:;&3 
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l l c a l l i e r  Towncr, VP 
Steve Leaner. Assoc ( 2 3 2 )  834 402.4 
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KU Intercompany Loan with Fidelia ($53MM) 
Spread Comparison - February 7, 2007 

Lowest Rate - Kld, Avg. Rate - E.ON AG #.87% I .01% 

10-Ycar US Treasury Ratls at Pricing 4.82% 
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An de rs  or1 , R h o  t i  d a 

From: 
Sent: 
To : 
cc: 
Subject: 

. .  

1 



Von: Srhrago, Goddrny [mail ;o:Gadefro),.Schra~~~~~s.c~m~ 
Geseiidett Frcitacj, 2. Febrirar 2007 IS:@ 

Cc: Rofi imn, Jens (18, PEQ'Ol); Fleclcel, 3ans; rylcxier, Thomas 
Betreff: FLV: Indicative pricirq USD private placeincnt 

Dear tvls bieintzcn, 

Please let u s  know, if yciii have any quesions 

Best reearas, 

Guldman S a c h s  Intorrratlortel 



And e xs o PI, R h o ti d a 
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