
P.O. Box ‘1900 
BARBOURVILLE, KENTUCKY 40906 

LAW OFFICES 

W. PATRICK HAUSER, P.S.C. 
200 KNOX STREET 

Telephone: (606) 546-38 11 
Telefax: (606) 546-3050 

E-MAIL phauserQ barbourville.com 

Mr. Jeff Derouen 
Executive Director 
Kentucky Public Seivice Coiriinission 
2 1 1 Sower Boulevard 
Frankfort, ICY 4060 1 

Januaiy 10,20 13 

JAN 1 4  2013 

PUEiLlC SERVICE 
COMMISSION 

Re: Application of Cuinberland Valley Electric, Inc. for authorization to 
borrow $2,892,121 from CoBank and to execute necessary notes to 
prepay Cooperative Finance Corporation (“CFC”) notes in the saine 
amount. 

Dear Mr. Derouen: 

We enclosed for filing the original and 10 copies of application pertaining to 
the above. Please notify the undersigned of the case number when it has been 
assigned. 

The offer froin CoBank to refinance the CFC notes expires on March 4, 
20 13. Accordingly, we request expedited handling of the application in order to 
have Coininission approval prior to that date. 

Thank you for your assistance in this matter. 

http://barbourville.com
reneec.smith
Typewritten Text
CASE NO. 2013-00018



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF CUMBERLAND VALLEY ) 
ELECTRIC INCORPORATED FOR ) 
AUTHORIZATION TO BORROW $2,892,121 1 

) 
) 
) 

FROM COBANK AND EXECUTE NECESSARY 
NOTES AND TO REPAY COOPERATIVE 
FINANCE CORPORATION NOTES IN THE 

) 

SAME AMOUNT 

Cumberland Valle) 

A P P L I CAT I 0 N 

Electric, Inc. (“CVE”) respectfull) 

JAN P 4 2013 
PUBLIC SERVICE 

COMMISSION 
CASE NO. 2013- 

S ibmits this application 
seeking expedited approval (by February 20, 2012 as the rate lock with CoBank expires on 
March 4, 2013) of long-term refinancing, pursuant to KRS 278.300. The petition 
respectfully shows: 

1. CVE is a nonprofit electric cooperative organized under KRS Chapter 279 
and is engaged in the business of distributing retail electric power to member customers in 
the Kentucky counties of Bell, Harlan, Knox, Laurel, Leslie, Letcher, McCreary, and 
Whitley. 

2. CVE’s post office address is P. 0. Box 440, Gray, KY 40734. 

3. The Articles of Incorporation and all amendments thereto for CVE are filed in 
Case No. 7772 and amendments are filed in case No. 2005-187. 

4. As of November 30,2012, CVE served 23,621 active services for member- 
customers. It has 2,626 miles of distribution lines in its eight county service territory, and 
owns additional facilities necessary to support this distribution system. The total original 
cost of these distribution lines and additional facilities as of November 30, 2012 is 
$91,554,629. 

5. The financial exhibit, as required by 807 KAR 5:001, section 17(2)(a) is 
attached as Exhibit 1 of this application. 

reneec.smith
Typewritten Text
00018



6. CVE is not seeking authorization to issue any kinds of stock as part of this 
application. 

7. CVE seeks to borrow from CoBank a total of $2,892,121 and execute five 
notes in conjunction with this borrowing from CoBank. The CoBank notes will be for I ,  3, 
8, 9, & 18 year periods and will approximately equal or be less than the maturity of the 
debt being refinanced. The notes will require a different fixed interest rate for each loan. 
The rates will range from a I-year rate of 1.96% to an 18-year rate of 3.68%. The CoBank 
net effective interest rates, after patronage, will range from a I-year rate of 1.03% to an 
18-year rate of 2.87%. 

8. CVE expects the actual payoff to be very close to the $2,892,121. It’s 
possible that the payoff will actually be lower depending on the time required to secure 
Commission approval and any payments made in the meantime. 

9. CVE will use the proceeds from the CoBank loan to prepay notes of the 
same amount outstanding to Cooperative Finance Corporation (“CFC”). The notes being 
prepaid are listed in the CoBank proposal in Exhibit 2 Attachment B Pages 2-6 of IO. 

I O .  The restated mortgage of CVE is filed in Case No. 2010-00378. 

11. As no property is being acquired in conjunction with this financing, 807 KAR 
5:OOl , Section 17(2)(c) is not applicable. 

12. 
Exhibit 2. 

Additional information in support of this application is included in attached 

WHEREFORE, CVE asks that the Commission issue an Order authorizing CVE to execute 
and issue evidences of indebtedness as security for the CoBank loan described herein, 
and for any other relief to which it may be entitled. 



DATED at Gray, Kentucky this I D 3  day of January, 201 3. 

W. Patrick Hauser 
Attorney at Law 
Attorney for Applicant 
P.O. Box 1900 
Barbourville, KY 40906 
Phone: (606) 546-38 1 1 
Fax: (606) 546-3050 
E-Mail: phauser@barbourville.com 

Cumberland Vaey'&ctric, Inc. 

VERI F I CAT I 0 N 

The undersigned, Ted Hampton, being first duly sworn states that he is the President and 
CEO of Cumberland Valley Electric, Inc.; and that he has personal knowledge of the 
matters set forth in the foregoing application; and that the statements contained therein are 
true and correct to the best of his knowledge, information, and belief. 

Cumberland Valley Electric, Inc. 

Subscribed and sworn to before me by Ted Hampton as President and CEO of 
Cumberland Valley Electric, Inc. this IO* day of January, 2013. 

I 

Notary Public, Kentucky State At Large 

My Commission Expires: 4- J /-JO/ 9 

mailto:phauser@barbourville.com


FINANCIAL EXHIBIT - 807 KAR 5:001, SECTION 12 

Exhibit 1 -Attachment A.. .................................. Notes Executed 

Exhibit 1 - Attachment B.. .................................. Statement of Operations 

Exhibit 1 - Attachment C.. .................................. Financial & Statistical Report 

SUPPLEMENTAL INFORMATION 

Exhibit 2 - Attachment A. ................................... Board Resolution 

Exhibit 2 - Attachment B... ................................. Proposal 



APPLICATION OF CUMBERLAND VALLEY ELECTRIC, INC. 
EXHIBIT 1 

FINANCIAL EXHIBIT - 807 KAR 5:001, SECTION 12 

Unless otherwise noted, the financial information contained in this Exhibit is for the twelve 
months ending or as of November 30, 2012, which is within the 90 day requirement of 807 
KAR 5001, section 12. 

Section 12( 1) CVE has no stock authorized. 

Section 12(2) CVE has no stock issued or outstanding. 

Section 12(3) CVE has no preferred stock issued. 

Section 12(4) All of CVE’s loans with the RUS and CFC are secured by the restated 
Mortgage which was executed on November 3,2003. CVE is the 
mortgagor, while the RUS and CFC are the mortgagees. The total 
debt limit is $1 00,000,000.00. The current actual indebtedness is 
shown as Attachment A, pages 1 - 4 of Exhibit I. There are no 
sinking fund provisions contained in the Restated Mortgage. 

Section 12(5) CVE has no bonds authorized or issued. 

Section 12(6) Attachment A to this Exhibit contains the listing of CVE total notes 
outstanding. 

Section 12(7) CVE has no other indebtedness. 

Section 12(8) As CVE has no stock authorized, issued, or outstanding, no dividends 
have been paid during the five previous fiscal years. 

Section 12(9) Attachments B and C to this Exhibit contains CVE’s detailed income 
statement and balance sheet. 
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CUMBERLAND VALLEY ELECTRIC, INC. 
STATEMENT OF OPERATIONS 

(a) 
1. Operating Revenue and Patronage Capital 

ITEM 

(b) 
47,397,333 .OO 

TWELVE MONTHS 
ENDED NOVEMBER 30,2012 

2. Power Production Expense 
3. Cost of Purchased Power 36.108.008.00 

5. Distribution Expense - Operation 
6. Distribution Expense - Maintenance 

1,2 26,828 .OO 
2,824,203.00 

7. Customer Accounts Expense 
8.  Customer Service and Informational Expense 

1,839,799.00 
169,178.00 

9. Sales Expense 
10. Administrative and General Expense 
11. Total Operation & Maintenance Expense (2 thru 10) 

1,257,380.00 
43,425,396.00 

12. Depreciation and Amortization Expense 
13. Tax Expense - Propertv & Gross Receipts 

2,956,809.00 

14. Tax Expense - Other 
15. Interest on Long-Term Debt 
16. Interest Charged to  Construction - Credit 
17. Interest Expense - Other 
18. Other Deductions 
19. Total Cost of Electric Service (11 thru 18) 
20. Patronage Capital & Operating Margins (I minus 19) 
21. Non Operating Margins - Interest 
22. Allowance for Funds Used During Construction 

Exhibit 1 
Attachment B 

Page 1 of 1 

52,902.00 
427,739.00 

48,725.00 
9,887.00 

46,921,458.00 
475,875.00 
174,741.00 

23. Income (Loss) from Equity Investments 
24. Non Operating Margins - Other 
25. Generation and Transmission Capital Credits 
26. Other Capital Credits and Patronage Dividends 
27. Extraordinarv Items 

59,372.00 
2,700,063.00 

44,581.00 



l’EI<lC)L> ENDELI N ~ ~ ~ A ~ ~ ,  2012 1’1 N ANC li\ L AND OPERA’T I N G 11 LI’OII‘I 
E L E ( 3 X I  C I) IS’TRI B iiT I ON 

RO1‘R(’WER NAME’ C t l m b e r l a n d  V a l l e y  Electric, Inc 
‘STRUCTIONS - See help in thc online application 
lis infoixiation is analyzed and used to determine the submitter’s financial situation and feasibility for loaiis atid gtiarantecs You are required by contract aiid applicable 
gillations to provide the iiilbrmation Ilie infoi-ination piovided is subject to tlie I~recdoiii 0 1  Inl‘ortiiation Act ( 5  1J S C 552)  

C~ERTII~ICATION 

IT E R.1 

We recognize t1i;tt st:itenients conlained lierein concern ii mnttcr within tlie jurisdiction of an agency olt l ie  United States and the imilting of a 
I’alse, lictitioris or ffiiudulent slatrnient mag render tlie m;ilter sub,irct to prosecution untler Title 18, United States Code Sertioit 1001. 

1’EAR-TO-I)A’IE 
LAST \’EAR I ’ IIIISYEAR I I3 [J Iwr r  1111s RIONI 11 

We hereby eertifi that the entries in this report are in accordaiicc with the accounts and other records 
of tlie system and rellcct the status oithc system to tlic best 01’ our knowlcclgc and belief 

I ((1) I ( h )  
Operatirig lieveiiue and I’atroivage Capital 44,083,190 42,539,372 

ALI ,  INSURANCE IIEQIIIIIISD 131’ l’/\lI‘l 1788 01’’ 7 CIrR CI-II\~’TER XVII,  IIIIS, \VAS IN 1’ORC15 DI!RING ’I’IIE REI’OII‘TING 
PERIOD ,\ND RIINE\\’,AI,S I I A V L  I3I’EN OB1AINED FOR AI,I, 1’01,ICIES DlIRING T11E PERIOD COVERED 

BY I-1-11s wpor r r  PIIRSIJANT m PART 1718  OF 7 CITR ci-I,tI’mR X V I I  
(c/7eck oite o j  //re fi)/lon*iiig) 

a All ofthe obligations tinder the RllS loan documenis IIirre lias tieen a deljult  i i i  the liiIliiiiiieiit or t/ie oMigations 
tintlcr the RUS loan tlocuineiits Said del:dult(s) iskai-c 
spcciticrilly described in Part D of lliis report 

have bcen liillilled in all material respects 

TED HAMPTQN 12/20/2012 

DATE 

(C) (4 
43,747,508 4,299,608 

llcgional Market Expense 
L)istribution Expense - Operation 
Distrihution Expense - Maintenance 
Ciistomrr Accoiiiils Esneiisc 

1,067,212 I, 020,880 1,076,534 17,253 

2,420,517 2,620,918 2,615,083 218,704 
150,432 1,687,925 1,681,425 1,714,011 

~ 

Ciistoiiicr Scrvicc mi I n  tormationdl E\pensc 
Sales E\peiise 

I Adiiirnistratrve and Geiietal Expense 
2. 
3 Depreciation aiid Amorlimttoii E\peiise 

Total Operiition & h4ainten;ince Eipense (2 t lrrrr  / I )  

1 Ta\ Fupcnse - Property & Gross Receipts 
i Fax Expense - Other 
5 Interest oil Loii@l ciiii Debt 

7 Interest Charged to Constrtict~o~i . Credit 
3 Interest txpense - Other 

Other Deductions 
D. 
1. 
2 

Iota1 Cost of  I~lectt ic Seriice ( I 2  rlmr 19) 
1’atron.tge Chpit;tl & Operating hhrg ins  ( I  r t r b i r r r  20) 

Noli Operating Maigins - Iiiteicst 
3 Allowdiice for I unds llsed Duiing C‘oiistiuctioii 
1 Inconic (Loss) lroni L‘cluity liivcstinciits 
5 Noii Operating Margins - Other 
b Generation and Transinissioii Clipitcil Ctedits 

7 
8 Fxti  aordinary Itcms 

Otlicr Capital Credits and Patron‘igc Dividends 

9. Pati onage Capital or bl;iigins (21 tlrni 28) 
RUS Financial and Operating Report Electric Distribution 

118,676 159,086 116,987 19,877 

1,127,906 1,124,306 1,218,886 109,199 

40,329,809 39,061,314 40,153,110 3,985,843 
- 

2,625,528 2,714,249 2,723,760 251,371 

47,235 52,902 49,833 
412,380 390,929 411,915 34,041 

65,519 41,890 76,336 122 
8,566 9,087 8,627 203 

43,489,037 42,270,371 43,423,581 4,271,580 

594,153 269,001 323,927 28,028 

4,550 116,311 74,862 118,315 

59,372 

42,728 31,715 39,848 

711,743 478,403 480,086 32,578 

Revision Date 2010 



I ~ e w  Services ~orinecied I 359 I 389 I 5 Miles'I'ranstnission I I 

1,371, 900 2 0  Accounts 11eceivable - Sales of Energy (Net) 4,374,080 

22. Rencwuhlc Energy Credits 0 5 0 .  Currcnt Maturities Long-Term Debt 0 

49 C'onsumeis Deposits 
2 I .  Accounts Receivable - OLhcr (Net) 57,365 

0 6 6 0 ,  Current Matiiritics Long-Term L k b t  
7.3 Materials rind Supplies - Flrctric B Other - Economic Development 
24. I'repayinents 90, 509 52. Current Maturities Capital Leases a 
25, Otlier Cuirent and Accrued Assets 732, 400 53. Other Current and Accrucd 1,iabilities 1,387,769 

6,752,004 2 6. 
l'otal Current & ,\ccrued 1,iab 
(4 7 tlirii S3) 

7,502,419 54. 1nt;il Curreiit ;ind Accrued Assrts 
(15 tlirii 25) 

27. Ilegiilatory Assets 0 55.  IEegulatory Liabilities 0 

28. Other DeCerred Debits 7 ,  157 56. Other Dekrred Credits 50,599 
-1 nt:il 1,i;il)ilities and Other Credits 
(36 + 43 + 46 + 54 thrii S6) 

83,480,409 83,480,409 57. Tot:iI Assets ;ind Otlier Debits 
29' (5+14+26 thrii 28) 

2 Services Iktii-ed 

3 1.otal Services in Placc 

4 Idle Services 
( E d i i t i e  .&arotiulsj 

6 Milcs Ilistribution - 
658 305 2,491.30 2,498" 87 Overhcatl 

Undergroiintl 

(S + 6 + 7) 

7 Milcs Distiibution - 
24,573 24,651 122.36 126.91 

8. l n t a l  Milrs Energized 1,030 2,613.66 2,625.78 934 

RUS Financial and Operating Report Electric Distribution 

PART C:. 
,AssE-rs  m i )  oi-iim D i m m  

I. 'I-otal tltility Plant in Service 90, 822, 934 
2. Consti tiction Work i n  Progress 731, 695 

~ ~~~ 

3. 'Iota1 Iltilitp l'lant ( I  + 2) 91, 554,629 
4. Accutn. Provision for Depreciatioii and Anioit. 32, 451,207 

5. Nrt lltility Plant (3 - 4) 59, 103, 422 

0 6. Non-Utility Property (Net) 
7. Investments in Suhsitliary Companies 0 

S. 15, 963, 474 

9. 0 

10. 9 03, 937 

1 1. liivcstnients i n  Economic Dcvelopincnt Projects 0 

12. Other Investnients 0 

~ ~~~~ ~~~~ 

Iiivest. i n  Assoc. Org. - I'atioiiage Capital 
Invest. in Assoc Org. - Otlier - Ciencral 1;unds 
Invest. i n  Assoc. Org. - Other - Noiigeneial lunds 

1.3. Special Ftiiids 0 

16, 867, 411 
13. (6 tlirir 13) 
15. Cash - General lunds 1, 577, 865 

16 

17. Special Deposits 4, 300 

Tot;iI Otlwr l'rnperty & Invrstmriits 

Cash - Construction I~iinds - 1 rustce 

18. l'cmporery liivcstnieiits 5, 0 0 0  

19. Notes Receivable (Net) 0 

Revision D:ite 2010 

R!\I,.ANCE SI-IEET 
LIABI1,IT I lis A N D  OT1-1 E R CREDITS 

30. Memberships 430,890 
31. Pationagc Capital 35,191,405 
32. Operating Margins - I'iior Years 0 

33. Opciating Maigins - Current Year 300,716 

34 Noli-Operating Margins 177,687 

35 ,  Other Maigins and Eyiiitics (838,977) 

36. Total h'largins & Equities (30 tlirri 35)  35,261,721 

37. I.ong-'-'lerm Debt - 111.6 (Net) 3,585,071 

38. Long-'l'erni Debt - I W  - liUS Ciuarantccd 30,334,196 

39. Long- Ierm Debt . Otlier - RIJS Ciuaranteed 0 

41. I.ong-Tcrni Debt - RllS  - Econ. Dcvel. (Net) 0 

40. Lo~ig-Tcrni Dcbt Other (Net) 5,541,959 

42. Payments - Unapplied 1,249,141 

33. Total Long--l'crin Debt 38,212,085 
(371bri i41-42)  

44. Obligations lindcr Capital Leases - Noiictirrcnt 0 

3,204,000 '' and Asset 11etirement Obligations 
16. Total Other Noncurrent Ihbil i t ies  (44 + I S )  3,204,000 

Accumulated Operating 1'1-0visions 

47. Notes Payable 0 

48 Accounts Payable 3,992,335 

EXHIBIT 1 
Attachment C 
Page 2 o f  2 



CUMBERLAND VALLEY ELECTRIC 

RESOLUTION 

A resolution authorizing the refinancing of Cooperative Finance Corporation Notes and the 
setting and execution of forward setting fixed interest rates to obtain better terms and overall 

savings. 

WHEREAS, Cumberland Valley Electric has approximately $2,892,12 1.19 of 
Cooperative Finance Cooperation (CFC) notes to be refinanced with maturity dates of 1 ,3, 8, 12, 
19 & 22 years. 

WHEREAS, in the current interest rate environment, Cumberland Valley Electric can 
eliminate the interest rate risk associated with these CFC notes whose terms expire January I ,  
2013. 

WHEREAS, the interest rate changes daily and the exact date of the loan closing is 
undeterminable because Kentucky Public Service Commission (PSC) approval is required. 

WHEREAS, the Board of Directors of Cumberland Valley Electric authorizes the 
following employees to execute the forward setting fixed interest rate and seek PSC approval for 
the refinancing of CFC notes: 

Ted Hampton President & CEO 
Robert Tolliver Office Manager 
Barbara Elliott Accounting Supervisor 

BE JT TIHEREFORE RESOL,VED, that the board of directors of Cumberland Valley 
Electric, hereby approves and adopts the above resolution presented on November 15,20 12. 

Certificate of Secretary 

I, L,ansford L,ay, secretary for Cumberland Valley Electric, do hereby certify that the above i s  a 
true and correct copy of the resolution, as adopted by the Board of Directors of the Cooperative, at their 
meeting on November 15, 20 12, and that said resol~itiori now appears in the record of the Cooperative’s 

EXHIBIT 2 
Attachment A 
Page 1 oE 1 



SUMMARY 

Cumberland Valley Electric, Inc. ( 'WE") currently holds $2,892,121 of debt in which the current rate terms 
expire on January 1, 2013. CVE has the opportunity to  finance these six (6) notes with CoBank. Financing the 
notes until maturity would result in the following interest rates: 

CoBank CFC 
Net 

Effective 
Loan Term Interest Interest 

9014 I 1.96% 1.03% 
9017 3 1.86% 0.93% 
9018 8 2.41% 1.51% 
9019 9 2.59% 1.70% 

9020 & 9021 18 3.68% 2.87% 

Number in Years Rate Rate 

Net 
Effective 

Loan Interest Interest 

9014 1 2.55% 2.21% 
9017 3 2.55% 2.21% 
9018 8 3.20% 2.86% 
9019 1 2  3.65% 3.31% 
9020 19 4.45% 4.11% 
9021 22 4.55% 4.21% 

Number Term Rate Rate 

CoBank has shorten the term for loan number 9019 and has combined loan numbers 9020 and 9021 as well as 
shortening the term. The total projected savings before patronage is $334,983.81 less a prepayment penalty 
due to  CFC estimated a t  $9,640.40 for a difference of $325,343.41. The total projected savings after patronage 
and the prepayment penalty is $446,177.50. See below: 

CoBank C FC Difference 
Interest Payments $748,183.61 $1,083,167.42 -$334,983.81 

CFC Prepayment 
pena I ty $9,640.40 

Patronage -$216,298.19 

$0.00 $9,640.40 

-$9S,464. 10 -$120,834.09 

$541,525.82 $987,703.32 -$446,177.50 

Such refinancing of mortgage debt is  permited by CFC under Article II, Section 2.02 of the Mortgage. 

Exhibit 2 
Attachment B 

Page 1 of 8 
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