ATTORNEYS
PUBLIC SERViCE

COAMs MISSION
KENTUCKY - OHIO - INDIANA - TENNESSEE - WEST VIRGINIA

November 15, 2010

Mr. Jeff Derouen
Executive Director

Public Service Commission
211 Sower Boulevard
Frankfort, Kentucky 40602

Re: Case No. 2010-00395
Dear Mr. Derouen:
Please find enclosed for filing with the Commission in the above-referenced case,

an original and ten copies of the responses of East Kentucky Power Cooperative, Inc.
(“EKPC”) to the Commission Staff’s First Data Request, dated November 2, 2010.

Very truly yours,

Mark David Goss
Counsel

Enclosures

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



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSIO

NOV 15 2010

In the Matter of: PUBLIC S J;
COMM 255 HON
AN APPLICATION OF EAST KENTUCKY POWER
COOPERATIVE, INC. FOR APPROVAL TO PREPAY
RURAL UTILITIES SERVICE (“RUS”) SECURED DEBT
AND REFINANCE WITH NATIONAL COOPERATIVE
SERVICE CORPORATION (“NCSC”) UNSECURED

DEBT IN AN AMOUNT UP TO $25,000,000

CASE NO. 2010-00395

N e S N’ e’

CERTIFICATE
STATE OF KENTUCKY )

)
COUNTY OF CLARK )

Frank J. Oliva, being duly sworn, states that he has supervised the preparation of
the responses of East Kentucky Power Cooperative, Inc. to the Public Service
Commission Staff’s First Data Request dated November 2, 2010 in the above-referenced
case, and that the matters and things set forth therein are true and accurate to the best of

his knowledge, information and belief, formed after reasonable inquiry.
St p. DL
7/

Subscribed and sworn before me on this /92 \[Lday of fd&w‘/{;&w/ 2010.

ﬁ_{m ( JL&@M/\/

Notary Pulilic

MY COMMISSION EXPIRES NOVEMBER 30, 2013
NOTARY ID #409352




COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION
In the Matter of:

AN APPLICATION OF EAST KENTUCKY POWER
COOPERATIVE, INC. FOR APPROVAL TO PREPAY
RURAL UTILITIES SERVICE (“RUS”) SECURED DEBT
AND REFINANCE WITH NATIONAL COOPERATIVE
SERVICE CORPORATION (“NCSC”) UNSECURED
DEBT IN AN AMOUNT UP TO 525,000,000

CASE NO. 2010-00395

RESPONSES TO COMMISSION STAFF’S FIRST DATA REQUEST
TO EAST KENTUCKY POWER COOPERATIVE, INC.
DATED NOVEMBER 2, 2010



PSC Request 1

Page 1 of 3
EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2010-00395
FIRST DATA REQUEST RESPONSE
COMMISSION STAFFE’S FIRST DATA REQUEST DATED 11/02/10
REQUEST 1
RESPONSIBLE PERSON: Frank J. Oliva
COMPANY: East Kentucky Power Cooperative, Inc.
Request 1. Refer to page 1 of EKPC’s application and pages 2-4 of Exhibit 2.

Page 1 of the application indicates that EKPC plans to refinance up to $25,000,000 in
existing Rural Utilities Service (“RUS”) secured 5 percent debt with unsecured debt from
the National 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”’).

Request 1a. According to Exhibit 7 of the application, of its existing long-term
debt of roughly $2.6 billion, EKPC 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 CoBank ACB (“CoBank) or
CFC. Explain whether EKPC inquired of either CoBank or CFC regarding financing its 5
percent RUS debt.

Response 1a. EKPC was presented with an unsolicited offer by CFC to refinance
EKPC’s 5% RUS debt by utilization of NCSC debt. EKPC has neither inquired directly

of CoBank nor been contacted by CoBank regarding such refinancing.
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Page 2 of 3

Request 1b. If the response to part a. of this request is affirmative, explain why
EKPC chose NCSC over CoBank or CFC for the refinancing of its 5 percent RUS debt.

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

Response 1b. CFC is the overwhelming market leader in 5% RUS debt
refinancing, having implemented close to $1 billion in refinancings for the cooperative
sector, as well as having a proven track record as EKPC’s financial partner over the
years. CFC prepared an analysis of EKPC’s 5% RUS debt, using an internally developed
proprietary model. After subsequent confidential discussion with others in the industry, it
is EKPC’s belief that the NCSC rates quoted are competitive with rates being offered to
others by CoBank on such RUS debt refinancings.

Request 1c. Explain why the pages in Exhibit 2 contain payment comparisons
of RUS and CFC, rather than RUS and NCSC. Include in the explanation a description,
as appropriate, of any relationship between CFC and NCSC.

Response 1c. The National Cooperative Services Corporation (NCSC) is a
member-owned cooperative that provides electric cooperatives with specialized financing
services that supplement the financial services of CFC. NCSC is an affiliate of CFC.
NCSC is able to refinance the 5% RUS prepayment on an unsecured basis while CFC
requires security/lien accommodation. NCSC is therefore better suited for an early
implementation of the transaction - without having to wait for the security being granted
by RUS. From the underlying economic standpoint, the overall NCSC rate and CFC rate

(after patronage capital) are expected to be similar.
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Request 1d. EKPC’s RUS debt is secured under its RUS/CFC mortgage while
the proposed NCSC debt will be issued on an unsecured basis. Explain why the NCSC
debt will not be secured and describe any effects it not being secured will have, or is

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

Response 1d. Please see the response to Request 1c. The fact that the transaction

is unsecured will have no effect on the terms of the proposed financing.
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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 and that the rate is “[s]ubject to market fluctuations and will not be fixed until

Commission approval is received.”

Request 2a. Provide a schedule and/or workpapers which show how the 3.7 percent

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

Response 2a. Please refer to pages 3 and 4 of this response for the supporting schedule
showing the 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. Provide the date of the rate quote, along with a description of the indices,

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

Response 2b. The original schedules are based on rates as of August 25, 2010. The rates
change daily and are based on NCSC’s cost of funds. When the transaction closes and/or EKPC

is able to lock in the rates, the schedules will be refreshed to recalculate the final effective rates.
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Page 2 of 9
Request 2c. State whether the interest rate(s) for all years will be fixed once
Commission approval is received. If no, explain.
Response 2c. Yes. The rates for all years will be able to be fixed upon Commission
approval.
Request 2d. Provide a November 1, 2010 rate quote for the proposed financing.
Response 2d. Pages 5 through 9 of this response contain a rate quote as of November 8,

2010. The net effective current rate is now 4.18%, up from 3.66% on August 25, 2010. Because
of an increase in long-term rates since the original proposal, total savings are now approximately
$1.1 million, a decrease from the original proposed savings of $1.4 million. Please note that if
rates continue to increase such that this financing becomes equivalent to or more costly than the

RUS debt at the time of closing, EKPC will cancel the refinancing transaction.



WY 8511 DHOZ/S2IR

< D
Lo B
..AM <
Q o
=] L
==l =Y |
7] <
¢ A~
@)
75}
="
N N N 0$ onN y6L'058 SZOZNER SO o8l st YEOLILIG OMOZISHE a1 %0SY'Y 4 E1
N N N 03 oN S5L°8H'LS y2ozILem €5t 89} i €202/1/6 0102/51/8 m %OSE'p 4 i
N N N 03 ON 095'621'LS £202/1E/8 128 951 €1 z202n/6 0L0Z/5HE al %05¢'p 4 [
N N N 0% oN 5982851 2zZ0eIEN ;48 [ 4% 120246 01021518 a %0SLP 4 4
N N N 0% oN 824 1SS [R2 ] pans 438 |32 0Z02/4/6 0LOZISHE al %050'% 4 L
N N N 03 ON 0¥9'809'LS ozozriee 50} (1748 oF 6102116 0102ISHE al %000’y 4 oL
N N N 03 ON 9E2'VE6'LS 6102/1E/8 €6 80} 6 8L02/LE 0102/54/6 al %0S8'E El 6
N N N 03 oN ¥60'0¥8'LS BLOZ/LER 18 96 8 21021418 0LOZISLE al %059'€ 4 ]
N N N 0% oN 0/8°152'18 210ZHER 69 ve )3 9102/1/6 0L02/5H6 al %OSY'E E| 2
N N N 0% ON 288°699'1S 9102I1E8 15 4 9 5102746 0402/5LI6 al %002'E El ]
N N N 03 oN opy'6LLLS SLO2/1E/8 sy 09 [ vHOZILIG 010Z/5LI6 al %006°C 3 [
N N N 08 ON 164'256'1S vioznems 3 -4 4 £L0Z/L6 0102/54/6 al %0852 El [2
N N N [ ON 596'E0p'28 £LOZ/LEB 1z g€ € z102/LI6 0LOZISHE at %002'2 4 €
N N N 03 oN yiy'E0L'eS ZHO0Z/LER 6 ve [4 1102118 0102/5116 al %008°4 El 4
N N N 08 ON 6L6'EPY'LS LLOZ/LER 0 43 3 010271721 0102/51/6 al %008} d !
Rnby JBIIVYDD) DIUBLIIONINY JWRIOA ;poambos unomy aneq Aeq 1353 03 SYIUOIAL U] way sy NEQ VG neq ad&y, ey paxyy de une))
Jm suBo’] /M suBoy /M suBo] /M suBO] 501071 uBoy JuswAs g jsuly uoojeg SHIUOTA! uridj ueo] pLLBEHIY | UOIIBZIIGWY JDUBAPY *Ji0ty jsa4du} EIGLIELYN

01/52/8 | oMeuUdIS I3y %SG SN OSON :ollojod

0l1BUBDS UBOT D49

aAljeladoo) 1amod Aonjuay 3seq



WV S'L1 0102/52/8

PSC Request 2a
Page 4 of 9

66'F
$9€£209°6
LYOPP6 LY

12E°6T5YT
9TLYIY'ET

6g'L
%ST't
889
01/51/60

%0070

P %99°¢
%99°¢

10} BAlOBYS B1e pue
UBNOoIY) PIEA UIBWS! |IM PUB pejead sem uoyejussald S|y Ly oy} e 10aye u) saioljod pue swesboud 5,540 sjosjel uojejusssald siy L

&3

-paijdiuy s1 selB! Js@I8IU] JO UoHRIUBSaldal aininy ON “AjUC 8jep jeu)

10 Se S8)Rl 15818 §,040 81om uofjejuasaLd SiU) Ul pasn ssjel isaleiul 8y 0z/ /

:sueoj mau ypm oney Aynb3 03199q 949
(diyssequiaw g abeuosjed ‘suondiosgns) 049 je Liinbg jejoy

SuUBO| MaN Sn|d sueoT wiaj-Buo [ejol
IUNOWY UBOT MBN
:Buipuejsing sueoT 11 jusng 949 [ejol

13gep D40 MaN jo Ajunjepy abelany pajybam
:1g9p D49 MaN jo ajey 1salaiu] sjisoduwiod
309p 949 MaN jo funjey sysodwod

:90UBAPY UBOT JO Ble(]

15919 pue den jed ‘sjunoasi( wouyj jjsusg
((sn19 pue deg jed ‘spunossiqg 18})y) aiey 1sa48juj aAlloey]
((so19 pue des jed ‘sjunossiq aiojeg) ajey 1s8481u| SAllOel]

01/92/8 | olieuadg Jay %G SNY JSON :0ljojiiod
Aewwing uj - SNYO1 2949
aAnel1adoon Jamod Ayonjuay jse



g abeyd
Wd 85'F 0102/l

PSC Request 2d

Page 5 of 9

g afieg
- = - - - - - bPOC/LER
- - - - - - - EP0Z/LE/R
- - - - - - - CPOT/LEIR
= - = - - - - LyoZ/ie/s
- = - - - - - OvoC/LE8
- - - - - - - 6EOZ/LE/R
- - - - - - - BEOZ/LE/B
- - - - - - - LEQZ/LE/R
- - = - - - - OE0Z/LE/8
- - - - - - - SEOT/LEB
- = - - - - - YEDZ/LER
= - - - - - - £E02/E/8
- - - - - - - CEOT/LEIR
- - - - - - - LEOZ/LEB
- - - - - - - peoz/ie/s
- - - - - - - 6Z0Z/LE/8
- - - - - - - BZOZNE/B
- - - - - - - LZOT/LEB
- - - - - - - 9z0e/Le/8
- - - - - - - G20Z/LEIR
(9ve'0vs$) (599'985%) - - - (s99'98¢53) (110'L29%) Y20ZILEIB
(669's$) (S0E'9¥1°13) - - - (s0E'9p1'13) ¥00'251°1$) £Z0Z/LER
(sze'01$) (0v1'955'18) - - - (0¥1'955'13) (99°995'18) ZZ0zLE/R
(TyL'Ts$) (851°969'1%) - - - (851°969'1%) (006'8pL°1$) LZoZILER
BLY'v$) WTy'vrL'1s) - - - Wey'vbL'1s) (006'8¥L'1S) 0zoz/Lerm
(sv1'vT$) (8LTY61°78) - - - (8LT'v61°78) (£2H'817°2$) sL0Z/LE/B
(ELT'ECE) (916'982°C8) - - - (916'98Z°29) {681'0v£'7S) 8LOZ/LE/R
(16L'2LS) (L6£°L9T'TS) - - - (L6£'L9T°T9) (681°0%€°2$) JLoznerm
(Z1¥'0018) (LLL'6ET'TS) - - - (LLL'6ET°TS) (681°07£'7$) 910zZ/L¢/8
(897'878) (1Z6'11€°78) - - - (1Z6'11£°29) (681°0VE'TS) SLOZ/LE/B
{¥59'2018) (685°999'73) - - - (685'999'C%) (EYT'69L°TS) vLOZILER
(8L0'88%) (528'9v6°7$) - - - (5L8'916°C$) (z56'vE0'€S) £L0Z/LE/8
(zL6%) (2£8'765'€3) - - - (z£8'765'€$) ($08'€65°€3) zioz/Le/e
(00L'0Z5%) (€ST°05+°'T3) - - - (EST°05Y'73) (£56'0L6'T8) LLOZ/LE/8
SMOLY 4se)) 39N | smolf yse) JaN oy sjuamiey adeuonuy syuawhe g sjusmiey Ie3 X
24D - sny 24 $01D1 5,011 24D 240 SNy
Uosuediion sjuans 919 | smesagnul

0L/8/LL | oleudDS U3y %SG SNY DSON :oljojjiod
SMO]4 Ysen jo uosuedwon pajie}aq

aApeladoon Jamod Ajonjuayj jseq




6 obeq
Wd 85t 0LoZ/8/LL

PSC Request 2d

Page 6 of 9

(188'501°1%)

(0£8°989°67$)

0%

0%

g abey

03

(0£8°989°67$)

(11L'16L°0£%)

sreak |1y

(188'v01°1%)
(188'p01°19)
(188'%01°'13)
(69L'566%)

(ZL9'0YLS)

(0£8'989'673)
(0£8'989'67$)
(0£8'989'673)
(zoT'10L'47$)

(0L¥'896'€15)

03

08

0%

08

03

08

0%

03

03

03

0s

03

03

03

0%

(0£8'989°'67%)
(0€8'989'67%)
(0£8'989°673)
(zoT'10L'vT8)

(0L7'896'€1$)

(11L'16L'0€$)
(1L16L°0£S)
(1L16L'0£9)
(1€0°269'57%)

(Zy1°60L'P18)

0f Teax

07 Tea

[QELCFN

[IELCP N

§IB3 R

SmOLg yse) jo umg

080zZ/Le/8
650Z/LE/8
850Z/LE/8
Lsoziies
gs0e/iem
SS0T/LER
ysoz/ie/s
£50Z/Le/8
CS0ZNER
Ls0z/Le/s
Qs0Z/Le8
6¥0Z/LER
8p0T/ie8
Lyoz/em
8poTIER
Gpoz/ies

SMOL 488D J9N
242 - SNy

SMOLJ 4seD) JaN
24D

urmyay
$,.0.1071

syuewiBg

01071

adsuoyeg syusmkey

4D 24D

syuawiey
Sy

183X

uosuediuon

5jUdA3 047

sjueAd S|

OL/8/L1 | OLEUSDS H3Y %S SNY DSON :oljojiod
SMo|4 ysen jo uosuedwon psjiejaq

aAneladoo) 1amod Ajonjuay jseg




Wd 851 0L0LRLL

PSC Request 2d

Page 7 of 9

19Beyg
{189 v0L 1S} [13 os 08 (1} Lh8yvol 18 [ 2Axs0d.
logs'93g'52s) 0% [ o8 os {3er'EL8'SS) ZRETELSLTS 040
filies'oest 08 os os os (83£°925'9%} {eae'elgens) sny
Mopf §se) wnpey simudey JUIWARNRY 1q Sed . 1ied
€01 2171 211 adunoiey EL bl SN pdnuug

0L/8/L1 | olleuddg 3y %G SN OSON :oljojlod

s$Mold ysen jo uospeduion Aewwng

aAleladoon 1amod Oyonjusy jses




Wd 8574 010Z/8/1E

=2
(o IR 1
R <
L oo
= %]
[l =1 1
%) [+
[o -
Q
7]
[~
N N N o$ oN SIE'62ES yeozisere £51 851 i £202/112) olozizy al %00Z'5 ] ¥l
N N N [ oN 221'085% £202/DE/1 3 123 a5t £t 2202 oLozLTL al %0045 4 £l
N N N 0% oN 019'68€"1$ CZOTIOEN L 141 vl zi \eoziizh [:{5174]¥748 a1 %056'F El zi
N N N [ oN 191'Y¥5' LS 1202Z/08/1 AN zel 33 0zoz/ M) 0L0211i2 a1 %008'% 4 1
N N N o$ oN Z28'SSE'LS 020208/} S04 0z} o _610ZVZL sloziet al %059'% 4 oL
N N N [ OoN 199'2€8'1$ 510Z/08/1 1 €6 201 6 BLOZILEL oL0ZZL at %0SF' ¥ 4 6
N N N o oN $96'988'1$ 8LOT/OE/LL 18 96 g 230202 (X r4j3:4% a1 %00Z ¥ 4 ]
N N N 0% oN Zy9'seL' 1S 2102081 69 ¥ 2 9L0Z/12L ol al %006'€ 4 L
N N N 0$ oN SHIL0L'LS 910Z/0E/1 1 25 z 9 SLOUMTY 0102112} a %DS5'E 4 ]
N N N [ oN BF¥'5I'LS SLOZ/0E/1 L s¥ 08 3 riozLeL oL0LZY ai %0§HE 4 5
N N N 13 oN 191'296'1$ y10Z/08/1 1 €€ 8y ¥ SLOULIEL 01021121 al %0082 4 ¥
N N N 0$ oN 2e'LeL'es £102/08/1 S [¥4 L € [ALLVEA) 010212y ai %0S¥'Z 4 €
N N N 0$ oN [Ax 4104 ZHOUOE/ [ ¥z 2 Loz oL0LZL al %0522 4 z
N N N 0 oN 028’1942 LIOZ/DE/L ) ()] 4} i LLOZILE 010Z1 2} al %0012 4 |
Aynbyg [24)E[j0))  DUBULI0LIIY Junjop ipaanbax junowy aNeq ueQy J3J3p 0} Suo | u[ uay ey Neq 1188 eq adky, ey paxI] 10 Juno))
/M sueo] /M suEoT] 1M sugory /4 sueo] 53101 ugoy yuswkey Uy uoofjeyq Syjuo Wiy, uso] jsa.aa3uy uojezniomy DuULAPY “jrowy Jsaaaug quLre

OL/g/L} | oMeUSDg 13y %S SNY DSON :oljopdod

OlBUBDS U0 D4D
8AneIadoon 18M0oy Njonjuay jsegy




Nd 851 0102/8/L1

Page 9 of 9

PSC Request 2d

(494
¥9€°709°6
8I1°8TT'LY
T6ECI8'ET
9TLYIV'ET

(4%

%St

A

01/10/C1

%00°0

Te==p %81V
%81'¥

10} BAOBYS 81 pUB
yBnosy pHeA uiewal im pue pajeaio sem uojejuaseld siu) sl eyj Je 1oaye uf sailjod pue stweiboid s,.040) sjosyal uonejuasard siyf

&3 ¥ &

‘peyduy si sajel 1sels)ul jo uolejuasaldal ainny oN “Ajuo siep jey)

JO s Sajel JsaIsjul 5,040 a19Mm uonejussaid SIy} Ul pasn ssjel Jsaselul sy 0z/ 7

isueo] mau yym oney Ajnb3 03 3q9a 549
:(diystaquiaw @ abeuosjed ‘suonduosqns) 949 je Aunbg jejop

SueoT MaN snjd sueo uuaj-buoT [ejor
IJUNOWY UBO MBN
:BuipuesinQ sueo |1 3uang 549 ejo)

3g8p D49 meN jo Munjely obesaay pajybiopn
399p D49 MaN Jo ajey Jsatajuj ajisodwion
398p D49 MaN jo Munjely sysoduion

199UBAPY URO JO BB

18910 pue ded jed ‘sjunoasiq wodj Jiysusyg
((soLD pue dej jed ‘sjunoasiq J9))y) ajey }Sa1oju| oAIa]
((s919 pue de9 jed ‘sjunoasiq alojag) ajey 3saloju] oAldaYT

OL/8/L1 | oleuads Jay %G SNY DSON :oljojluod
Arewwns uj - SNYO1 24D
aAnesadoon 1amod Honjusy jseq




PSC Request 3

Page 1 of 1
EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2010-00395
FIRST DATA REQUEST RESPONSE
COMMISSION STAFFE’S FIRST DATA REQUEST DATED 11/02/10
REQUEST 3
RESPONSIBLE PERSON: Frank J. Oliva
COMPANY: East Kentucky Power Cooperative, Inc.
Request 3. Provide the expected financing costs of the transaction. Include a detailed

breakdown of the costs in the response.

Response 3. There are no financing costs to this transaction.



