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BEFORE THE TENNESSEE PUBLIC UTILITY COMMISSION  

NASHVILLE, TENNESSEE 

PETITION OF KENTUCKY UTILITIES 
COMPANY FOR (1) AN ORDER 
AUTHORIZING THE ISSUANCE OF 
SECURITIES AND THE ASSUMPTION 
OF OBLIGATIONS AND (2) AN ORDER 
AMENDING AND EXTENDING EXISTING 
AUTHORITY WITH RESPECT TO 
REVOLVING LINE OF CREDIT 

) 
) 
) 
) 
) 
) 
) 
) 

Docket No. _________________ 

_______________________________________________________________________ 

DIRECT TESTIMONY OF DANIEL K. ARBOUGH 
_______________________________________________________________________ 

Dated:  May 11, 2018 



Q. Please state your name, position and business address. 1 

A. My name is Daniel K. Arbough. I am the Treasurer for Kentucky Utilities Company 2 

(“KU” or the “Company”) and an employee of LG&E and KU Services Company, 3 

which provides services to KU and Louisville Gas and Electric Company.  My 4 

business address is 220 West Main Street, Louisville, Kentucky. A statement of my 5 

education and work experience is attached to this testimony as Appendix A.   6 

Q. As Treasurer, do you have personal knowledge of the contents of the petition KU 7 

has filed? 8 

A. Yes, I verified by the affidavit attached to the petition that the contents of the petition 9 

were true, except as to matters that were stated on information or belief, and that as to 10 

these matters, I believe them to be true. Moreover, as Treasurer, my responsibilities 11 

include assessing the Company’s obligations concerning environmental facilities 12 

debt, the need for and issuance of  First Mortgage Bonds, and access to and the use of 13 

credit facilities.   14 

Q. What are the purposes of your testimony? 15 

A. The purposes of my testimony are to explain the basis and need for the authority KU 16 

has requested to (1) refund and refinance the Carroll County, Kentucky 17 

Environmental Facilities Revenue Bonds, 2007 Series A (“Carroll County 2007 18 

Series A Bonds”), (2) incur debt in the form of First Mortgage Bonds in a principal 19 

amount not to exceed $400,000,000, and (3) amend and extend KU’s existing 20 

authority to allow KU to exercise extensions of its multi-year revolving credit line in 21 

2019 and 2020 to extend the credit facility maturity date to up to five years from the 22 

effective date of the amendment. 23 
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Refunding and Refinancing Carroll County 2007 Series A Bonds  1 

Q. Has the Tennessee Public Utility Commission (“TPUC”) previously granted 2 

authority to KU to incur obligations in connection with the Carroll County 2007 3 

Series A Bonds? 4 

A. Yes.  KU’s obligations in connection with the Carroll County 2007 Series A Bonds 5 

were authorized by the Commission by Order dated May 9, 2007, in Docket No. 6 

2007-00083.1   Proceeds from the sale of the Carroll County 2007 Series A Bonds 7 

were used to finance the acquisition, construction, and installation of solid waste 8 

disposal facilities at the Ghent Generating Station in Carroll County, Kentucky. 9 

Q. Why is KU requesting authority to refund and refinance the Carroll County 10 

2007 Series A Bonds? 11 

A. Due to changing market conditions and interest rates, the Carroll County 2007 Series 12 

A Bonds are no longer the lowest-cost reasonable form of debt. Therefore, KU and its 13 

customers will benefit from refunding the Carroll County 2007 Series A Bonds and 14 

then refinancing with similar bonds at a lower interest rate. As shown in Exhibit 2 to 15 

the Application, KU’s debt analysis shows that refunding and refinancing the Carroll 16 

County 2007 Series A Bonds will create a net present value savings of approximately 17 

$1.4 million.  18 

Q. How does KU plan to refund and refinance the Carroll County 2007 Series A 19 

Bonds? 20 

A. KU requests authority to assume certain obligations under various agreements in 21 

principal amounts not to exceed the Public Offering Price of the Carroll County 2007 22 

1 In the Matter of: Petition of Kentucky Utilities Company for an Order Authorizing the Issuance of Securities 
and the Assumption of Obligations, Docket No. 07-00083, Order (Tenn. Pub. Util. Comm’n May 9, 2007).  
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Series A Bonds discussed in paragraph 4 of KU’s Application, which may be 1 

refunded, in connection with the proposed issuance of one or more new series of 2 

Carroll County, Kentucky Environmental Facilities Refunding Revenue Bonds 3 

(“Carroll County Refunding Bonds” or “Refunding Bonds”). The proceeds of the 4 

Carroll County Refunding Bonds would be loaned to KU by Carroll County in one or 5 

more transactions to provide funds to repurchase, redeem and discharge a 6 

corresponding amount of the Carroll County 2007 Series A Bonds, within ninety (90) 7 

days of issuance of the corresponding Carroll County Refunding Bonds.  8 

Q. Will the refunding and refinancing of the Carroll County 2007 Series A Bonds 9 

negatively impact customer rates? 10 

A. No. Refunding and refinancing the Carroll County 2007 Series A Bonds at favorable 11 

rates helps ensure that KU can continue to provide cost-effective service to its 12 

customers. 13 

First Mortgage Bonds 14 

Q. Why is KU requesting authority to incur additional long-term debt in the form 15 

of First Mortgage Bonds? 16 

A. The First Mortgage Bonds will be used to pay down KU’s short-term debt balance, 17 

and also to fund construction projects KU anticipates incurring.  This includes the 18 

approximately $111 million in commercial paper that is presently outstanding. In 19 

addition, KU will use the proceeds to refund the $9 million incurred to refund the 20 

Trimble County, Kentucky Environmental Facilities Revenue Bonds, 2007 Series A. 21 

The short-term debt balance also includes costs for environmental compliance 22 

projects authorized by the Kentucky Public Service Commission in Case No. 2016-23 
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00026, such as the construction of process water systems and impoundment closures.21 

KU is anticipated to incur $135 million in 2018, and $35 million in 2019 related to 2 

these projects.  The First Mortgage Bonds proceeds will also be used to pay down 3 

short-term debt that will accumulate from other capital expenditures.   4 

Q. Will incurring debt in the form of First Mortgage Bonds negatively impact 5 

customer rates? 6 

A. No. Incurring the First Mortgage Bonds helps ensure that KU can continue to provide 7 

cost-effective service to its customers by using the proceeds to pay down short-term 8 

debt and fund construction projects. 9 

Extension of Revolving Credit Facilities  10 

Q. Has the TPUC previously granted authority to KU to enter into and extend 11 

multi-year revolving credit facilities? 12 

A. Yes.  KU was first granted authority to enter into multi-year revolving credit facilities 13 

in Docket No. 07-001563 by Order dated September 13, 2007.  The TPUC authorized 14 

KU to extend the term of its revolving credit line in 2010,4 2011,5 2012,6 2013,715 

2 In the Matter of: The Application of Kentucky Utilities Company for Certificates of  Public Convenience and 
Necessity and Approval of its 2016 Compliance Plan for Recovery by Environmental Surcharge, Case No. 
2016-00026, Order (Ky. PSC Aug. 8, 2016). 
3 In Re: Petition of Kentucky Utilities Company for an Order Authorizing the Issuance of Securities and 
Assumption of Obligations.
4 In Re: Petition of Kentucky Utilities Company for an Order Authorizing the Restructure and Refinancing of 
Unsecured Debt and the Assumption of Obligations and for Amendment of Existing Authority, Docket No. 10-
00119, Order (Oct. 21, 2010). 
5 In Re: Petition of Kentucky Utilities Company for an Order Authorizing the Issuance of Securities and 
Assumption of Obligations, Docket No.11-00156, Order (Oct. 12, 2011). 
6 In Re: Petition of Kentucky Utilities Company for an Order Amending and Extending Existing Authority With 
Respect to Revolving Line of  Credit, Docket No. 12-00108, Order (Oct. 29, 2012). 
7 In Re: Petition of Kentucky Utilities Company for an Order Amending and Extending Existing Authority With 
Respect to Revolving Line of  Credit, Docket No. 13-00096, Order (Sep. 18, 2013). 
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2014,8 2015,9 and 2016.10  The most recent extension, by Order dated December 29, 1 

2016, authorized KU to extend the term of its existing revolving line of credit for a 2 

term through January 31, 2022.113 

Q. Why is the extension of KU’s multi-year credit line necessary? 4 

A. Future regulations and changing market conditions will likely cause revolving credit 5 

facilities to no longer be available on terms as favorable as found in KU's current 6 

facility. The favorable market conditions under which KU has been able to obtain the 7 

revolving credit facilities has not changed materially since Docket Nos. 15-00056 and 8 

16-00119.  In order to optimize the cost of short-term debt, KU seeks authority to 9 

exercise extensions of its multi-year revolving credit line in 2019 and 2020 to extend 10 

the credit facility maturity date to up to five years from the effective date of the 11 

amendment.  Extending the current revolving credit facilities will allow KU to 12 

continue to obtain favorable short-term debt costs while avoiding higher commitment 13 

fees and related transaction costs expected in the future.  This would provide KU with 14 

flexibility to further optimize its short-term debt costs for its customers.   15 

Q. Does KU request any additional authority to effectuate these extensions? 16 

A. Yes. Under the current agreements, KU must notify the revolving credit service 17 

providers of its intent to extend the current lines. KU is currently working with these 18 

providers to determine the optimal means of extending the credit facility. As such, 19 

KU requests authority to amend its existing Amended and Restated Revolving Credit 20 

8 In Re: Petition of Kentucky Utilities Company for an Order Authorizing the Issuance of Securities and the 
Assumption of Obligations, Docket No. 14-00033, Order (June 24, 2014). 
9 In Re: Petition of Kentucky Utilities Company for an Order Amending and Extending Existing Authority with 
Respect to Revolving Line of Credit, Docket No. 15-00056, Order (Aug. 3, 2015). 
10 Petition of Kentucky Utilities Company for an Order Amending and Extending Existing Authority with 
Respect to Revolving Line of Credit, Docket No. 16-00119, Order (Tenn. Pub. Util. Comm’n Dec. 29, 2016) 
11 Id. 
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Agreement to effectuate the extension, and also requests authority to amend and 1 

restate the Credit Agreement, if necessary.12 Further, although KU expects that all of 2 

the credit service providers will agree to extend the credit facility at the current 3 

individual or aggregate participation levels, KU also requests alternative authority to 4 

enter into separate or individual revolving credit lines to replace any non-extended 5 

portion of the credit facility. 6 

Q. Will KU use the extended credit facilities for the same purposes as it currently 7 

uses the revolving credit line? 8 

A. Yes. The extended credit facilities would be on the same terms as KU's existing 9 

revolving credit and would be available for the same purposes for which revolving 10 

credit is currently available. Loan proceeds could be used to provide short-term 11 

financing for KU's general financing needs, for example, general costs of operation or 12 

costs of KU's various construction programs or other obligations, until permanent or 13 

long-term financing can be arranged. In addition, the extended credit facilities could 14 

be used to provide liquidity or credit support for KU's other debt, for example, 15 

ensuring that KU has readily available funds with which to make payments with 16 

respect to variable rate bonds that could be tendered for purchase and not remarketed. 17 

Q. Will the extension of the credit line negatively impact customer rates? 18 

A. No. Securing credit line extensions at favorable rates helps ensure that KU can 19 

continue to provide cost-effective service to its customers. 20 

Q. What is your recommendation? 21 

12 KU has entered into revolving credit facilities totaling $400 million, but wishes to retain the previously 
authorized total aggregate authority for $500 million. 
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A. The TPUC should issue an order approving the financing authority requested in KU’s 1 

petition and, further, include in that the order the specific provisions set forth in KU’s 2 

Petition. 3 

Q. Does this conclude your testimony? 4 

A. Yes. 5 



APPENDIX A 

Daniel K. Arbough 
Treasurer 
LG&E and KU Services Company 
220 West Main Street 
Louisville, Kentucky  40202 
(502) 627-4956

Previous Positions 

E.ON U.S. LLC 
Director, Corporate Finance and Treasurer January 2001 – September 2007 

LG&E Energy Corp. 
Director, Corporate Finance May 1998 – January 2001 
Manager, Corporate Finance August 1996 – May 1998 

LG&E Power Inc. 
Manager, Project Finance  June 1994 - August 1996 

Conoco Inc., Houston, Texas 
Corporate Finance, Project Finance,  

and Credit Management June 1988 - May 1994 

Boise Cascade Office Products, Denver, Colorado 
Inventory Management  November 1983 - September 1987 

Professional/Trade Memberships

National Association of Corporate Treasurers 
 Association for Financial Professionals 

Education 
Master of Business Administration – Finance - May 1988  
 University of Denver 

Bachelor of Science Business Administration – General Business 
June 1983– Graduated Summa Cum Laude 
Honors Program scholarship recipient 
University of Denver 

Civic Activities 
Louisville and Jefferson County Metropolitan Sewer District – Board of Directors 
Leadership Louisville – Bingham Fellows – Class of 2012 
National Center for Families Learning – Endowment Oversight Committee Member 
Louisville Central Community Centers – Past President of Board of Directors  
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