
A T T O R N E Y S  

KENTUCKY ’ OHIO INDIANA TENNESSEE ’ W E S T  VlRGlNIA 

November 15, 2010 

Mr. Jeff Deroueii 
Executive Director 
Public Service Commission 
2 1 1 Sower Boulevard 
Frankfort, Kentiicky 40602 

Re: Case No. 2010-00395 

Dear Mr. Derouen: 

Please find enclosed for filing with the Commission in tlie above-referenced case, 
an original and ten copies of tlie responses of East Kentucky Power Cooperative, Inc. 
(“EICPC”) to the Commission Staffs First Data Request, dated Noveiiiber 2, 2010. 

Very truly yours, 

Mark David Goss 
Co~i~isel 

Enc 1 o si.ires 

250 West Main Street, Suite 2800 Lexington, Kentucky 40507-1749 (859) 231-0000 (859) 231-0011 fax www.frostbrownlodd coin 



COMMONWEALTH OF KENTIJCKY 

BEFORE THE PUBLIC SERVICE COMMISSIO 

NO\/ B 5 % O l U  
In  the Matter of: 

AN APPLICATION OF EAST IiENTUCKY POWER ) 
COOPERATIVE, INC. FOR APPROVAL TO PREPAY ) 
RURAL UTILITIES SERVICE (“RUS”) SECURED DEBT ) 

SERVICE CORPORATION (“NCSC”) UNSECURED ) 
DEBT IN AN AMOUNT UP TO $25,000,000 ) 

@Q k4 9 ss i 0 N 

AND REFINANCE WITH NATIONAL COOPERATIVE ) CASE NO. 2010-00395 

CERTIFICATE 

STATE OF KENTUCKY ) 

COUNTY OF CLARK ) 
) 

Frank J. Oliva, being duly sworn, states that lie has supervised the preparation of 

the responses of East Kentucky Power Cooperative, Inc. to the Public Service 

Coniiiiission Staffs First Data Request dated November 2, 20 10 in the above-referenced 

case, and that the matters and things set forth therein are true and accurate to the best of 

liis knowledge, information and belief, formed after reasonable inquiry. 

M Y  COMMISSION EXPIRES NOVEMBER 30,2013 
NOTARY ID #409352 
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EAST KF,NTUCI<Y POWER COOPERATIVE, INC. 

PSC CASE NO. 2010-00395 

FIRST DATA REQUEST RESPONSE 

COMMISSION STAFF’S FIRST DATA REQUEST DATED 11/02/10 

REQUEST 1 

RESPONSIBLE PERSON: Frank J. Oliva 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 1. 

Page 1 of tlie application indicates that EICPC plans to refinance up to $25,000,000 in 

existing Rural Utilities Service (“RUS”) secured 5 percent debt with unsecured debt from 

the Natioiial Cooperative Service Corporation (“NCSC”). The pages in Exhibit 2 include 

comparisons of EKPC’s payments to RUS and payments to Natural Rural Utilities 

Cooperative Finance Corporation (’CFC”). 

Refer to page 1 of EICPC’s application and pages 2-4 of Exhibit 2. 

Request 1 a. According to Exhibit 7 of the application, of its existing long-term 

debt of roughly $2.6 billion, EICPC has one note with NCSC with an outstanding balance 

of $4,500,000. In recent months, several distribution cooperatives have filed requests to 

refinance some of their 5 percent RUS debt through either CoBaiik ACB (“CoBaiik) or 

CFC. Explain whether EKPC inquired of either CoBank or CFC regarding filialicing its 5 

percent RUS debt. 

Response la .  

EKPC’s 5% RUS debt by utilization of NCSC debt. EKPC has neither iiiquired directly 

of CoBaiik nor been contacted by CoBank regarding such refinancing. 

EICPC was presented with ail unsolicited offer by CFC to refiiiaiice 
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Request lb .  

EICPC chose NCSC over CoBank or CFC for the refilialicing of its 5 percent RUS debt. 

If the response to part a. is negative, explain why EICPC made no such inquiry. 

If tlie response to part a. of this request is affimiative, explain why 

Response 1 b. 

refinancing, having implemented close to $1 billion in refiiiaiiciiigs for tlie cooperative 

sector, as well as having a proven track record as EKPC’s fiiiaiicial partner over tlie 

years. CFC prepared an analysis of EICPC’s 5% RUS debt, using an internally developed 

proprietary model. After subsequent confidential discussion with others in the industiy, it 

is EKPC’s belief that the NCSC rates quoted are competitive with rates being offered to 

others by CoBanlt on such RUS debt refiiiaiiciiigs. 

CFC is tlie overwhelming iiiarltet leader in 5% RUS debt 

Request IC. 

of RUS and CFC, rather tliaii RLJS and NCSC. Include in tlie explanation a description, 

as appropriate, of any relationship between CFC and NCSC. 

Explain why the pages in Exhibit 2 contain payment coiiiparisoiis 

Response IC. 

niember-owned cooperative that provides electric cooperatives with specialized filialicing 

services that supplement the financial services of CFC. NCSC is an affiliate of CFC. 

NCSC is able to refinance tlie 5% RTJS prepayment on an unsecured basis while CFC 

requires security/lieii accoriiiiiodation. NCSC is therefore better suited for an early 

implementation of the transaction - without having to wait for tlie security being granted 

by RUS. From the imderlying economic standpoint, tlie overall NCSC rate and CFC rate 

(after patronage capital) are expected to be similar. 

The National Cooperative Services Corporation (NCSC) is a 
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Request 1 d. 

the proposed NCSC debt will be issued on an unsecured basis. Explain why tlie NCSC 

debt will iiot be secured and describe any effects it iiot being secured will have, or is 

anticipated to have, on tlie terms of the proposed financing. 

EKPC’s RUS debt is secured under its RUS/CFC iiiortgage while 

Response Id. 

is uiisecured will have no effect on the terms of tlie proposed finalicing. 

Please see the response to Request IC. The fact that tlie transaction 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2010-00395 

FIRST DATA REQUEST RESPONSE 

COMMISSION STAFF’S FIRST DATA REQUEST DATED 11/02/10 

REQUEST 2 

RESPONSIBLE PERSON: Frank J. Oliva 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 2. Refer to the first paragraph in Exhibit 3 of the application, which indicates 

that the NCSC debt will carry an average interest rate of 3.7 percent based on a recent rate quote 

from NCSC aiid that the rate is “[s]ub.ject to market fluctuations and will not be fixed until 

Coniiiiission approval is received.” 

Request 2a. 

average rate was derived, along with a narrative description of the derivation. 

Provide a schedule and/or workpapers which show how tlie 3.7 percent 

Response 2a. Please refer to pages 3 and 4 of this response for tlie supporting schedule 

sliowiiig tlie derivation of the 3.7% average rate. This rate is the weighted average of the rates 

associated with the different tenors of the proposed refinancing. 

Request2b. 

interest rates, etc. wliicli trigger fluctuations in the rate. 

Provide the date of the rate quote, along with a description of tlie indices, 

Response 2b. 

change daily aiid are based on NCSC’s cost of fulnds. When the transactio11 closes and/or EKPC 

is able to lock in the rates, the schedules will be refreshed to recalculate tlie filial effective rates. 

The original schedules are based on rates as of August 25,2010. The rates 



PSC Request 2 

Page 2 of 9 

Request 2c. 

Coi~iiiiissioii approval is received. If no, explain. 

State whetlier tlie interest rate(s) for all years will be fixed once 

Response 2c. 

approval. 

Yes. The rates for all years will be able to be fixed upon Coiiimissioii 

Request 2d. Provide a November 1, 201 0 rate quote for tlie proposed financing. 

Response 2d. 

2010. The net effective current rate is now 4.18%, up froni 3.66% 011 August 25, 2010. Because 

of an increase in long-ten-111 rates since the original proposal, total savings are now approximately 

$1.1 million, a decrease from tlie original proposed savings of $1.4 iiiillion. Please note that if 

rates contiiiue to increase sucli that this fiiiancing becomes equivalent to or iiioi-e costly than the 

RUS debt at the time of closing, EKPC will caiicel the refinalicing transaction. 

Pages 5 through 9 of this response contain a rate quote as of Noveiiiber 8, 
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EAST KENTUCKY POWER COOPERATIVE, INC. 

PSC CASE NO. 2010-00395 

FIRST DATA REQUEST RESPONSE 

COMMISSION STAFF’S FIRST DATA REQUEST DATED 11/02/10 

REQUEST 3 

RIESPONSIBLE PERSON: Frank J. Oiiva 

COMPANY: East Kentucky Power Cooperative, Inc. 

Request 3. 

brealtdowii of tlie costs in the response. 

Provide the expected filialicing costs of the transaction. Include a detailed 

Response 3. There are 110 fiiiaiiciiig costs to this transaction. 


