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ATTORNEYS AT LAW 

Ronald M. Sullivan 

Jesse T. Mountjoy 

Frank Stainback 

James M. Miller 

Michael A. Fiorella 

William R. Dexter 

Ailen W. Holbrook 

March 5, 2008 

Via Federal Express R Michael Sullivan 

Bryan R Reynolds 

Tyson A. Karnuf 

Mark W Staroes 

C .  Ellsworth Mountjoy 

Susan Montalvo-Gesser 

Hon. Elizabeth O’Donnell 
Executive Director 
Public Service Commission 
2 1 1 Sower Boulevard 
Frankfort, Kentucky 40602 

PUBLIC SERVICE 
COMMlSSlON 

Re: The Applications of Big Rivers Electric Corporation for: (1) Approval of 
Wholesale Tariff Additions for Big Rivers Electric Corporation, (11) Approval 
of Transactions, (111) Approval to Issue Evidences of Indebtedness, and (IV) 
Approval of Amendments to Contracts; and of E.ON U.S., LLC, Western 
Kentucky Energy Corp. and LG&E Energy Marketing, Inc. for Approval of 
Transactions, PSC Case No. 2007-00455 

Dear Ms. O’Donnell: 

Enclosed for filing on behalf of Rig Rivers Electric Corporation (“Big Rivers”) are an 
original and six copies of the following: 

1. Big Rivers’ responses to the Commission Staffs supplemental Data Request 
to Big Rivers Electric Corporation; 

2. Big Rivers’ responses to the Attorney General’s Supplemental Request for 
Information to Joint Applicants; and 

3. A comparison of expected future cash flows to Big Rivers under 
continuation of the existing L,ease Agreement/Purchased Power Agreement 
versus expected cash flows as modeled (Exhibit 8) for the proposed 
TSnwind/Lease Agreement Termination Transaction, which was 
inadverteiitly orritted from Rig Rivers’ responses to Items 3 and 128 of the 
Attorney General’s Initial Request €or Information. 

I certify that a copy of this letter and the attachments have been served on the persons 
identified on the attached service list. 

Telephone (270) 926-4000 
Telecopter (270) 683-6694 

100 St Ann Building 

PO Box 727 

Owensboro, Kentucky 
42302-0727 



SULLIVAN, M O U N T J O Y ,  STAINBACK & MILLER PSC 

Honorable Elizabeth O'Donnell 
March 6,2008 
Page Two 

Sincerely yours, 
1 

James M. Miller 

JMM/ej 
Enclosures 

cc: Michael H. Core 
David Spainhoward 
Service List 



SERVICE LAST 
BIG RIVERS ELECTRIC CORPORATION 

PSC CASE NO. 2007-00455 

Hon. Robert Michel 
Orrick, Herrington & Sutcliffe 
666 Fifth Avenue 
New York, NY 10 103 

Hon. Kyle Drefke 
Orrick, Herrington & Sutcliffe 
Columbia Center 
1152 15th Street, NW 
Washington, DC 20005 

Charles Buechel 
Utility & Economic Consulting Inc. 
116 Carrie Court 
L,exington, KY 405 15 

Hon. Doug Beresford 
Won. Geof Hobday 
Hogan & Hartson 
555 Thirteenth Street, NW 
Washington, DC 20004 

Paul Thompson 
E.ON U.S. L,LC 
220 West Main Street 
L,ouisville, KY 40202 

David Sinclair 
E.ON U.S. L,LC 
220 West Main Street 
Louisville, KY 40202 

D. Ralph Bowling 
Western Kentucky Energy Corp. 
145 N. Main Street 
Henderson, KY 4241 9 

Hon. Kendrick Riggs 
Stoll, Keenon & Ogden PLLC 
500 West Jefferson Street 
Louisville, KY 40202 

Hon. Allyson Sturgeon 
E.ON 1J.S. LLC 
220 West Main Street 
L,ouisville, KY 40202 

Kelly Nuckols 
Jackson Purchase Energy Corp. 
2900 Irvin Cobb Drive 
Paducah, KY 42002 

Burns Mercer 
Meade County RECC 
1351 Hwy. 79, Junction of 
Hwy. 1051 & Hwy. 79 
Brandenburg, KY 40 108 

Sandy Novick 
Kenergy Corp. 
6402 Old Corydon Road 
Henderson, KY 42420 

Hon. Frank N. King 
Dorsey, King, Gray, 

3 18 Second Street 
Henderson, KY 42420 

Norrnent & Hopgood 

Hon. David Denton 
Denton & Kueler, LLP 
555 Jefferson Street, Suite 301 
Paducah, KY 42002 

Hon. Tom Brite 
Brite and Butler 
134 Court Square 
Hardinsburg, KY 40 143 

Jack Gaines 
JDG Consulting, LLC 
1 14 1 Wynterhall L,ane 
Dunwoody, GA 30338 

1 



Hon. Michael L. Kurtz 
Boehn, Kurtz & Lowry 
Suite 21 10 
36 East Seventh Street 
Cincinnati, OH 45202 

Hon. David Brown 
Stites & Harbison, PL,L,C 
1800 Aegon Center 
400 West Market Street 
Louisville, ICY 40202 

SERVICE LIST 
BIG RIVERS ELECTRIC CORPORATION 

PSC CASE NO. 2007-00455 

Henry Fayne 
1980 Hillside Drive 
Columbus, Ohio 4322 1 

Allan Eyre 
63 1 Mallard Lane 
Henderson, KY 42420 

Russell Klepper 
Energy Services Group 
3 16 Maxwell Road 
Alpharetta, GA 30004 

Hon. C. B. West 
Stoll Keenon Ogden PLLC 
20 1 C North Main Street 
Henderson, ICY 42420 

Gary Quick 
Henderson Municipal Power & Light 
100 5th Street 
Henderson, KY 42420 

Hon. Dennis Howard 
Assistant Attorney General 
Office of the Attorney General 
Utility & Rate Intervention Division 
1024 Capital Center Drive, Suite 200 
Frankfort, KY 40601 -8204 

Mr. David Brevitz 
Brevitz Consulting Services 
3623 Southwest WoodValley Terrace 
Topeka, KS 66614 

Hon. JohnN. Hughes 
124 West Todd Street 
Frankfort, Kenbcky 4060 1 
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BIG RIVERS ELECTRIC CORPOPdTION’S 
RESPONSE, TO THE ATTORNEY GENERAL,’S INITIAL REQUEST 

FOR INFORMATION TO JOINT APPLJCANTS 
PSC CASE NO. 2007-00455 

February 14,2008 

Item 3) Provide the most recent coiiiparisoii of expected future cash flows to Big 
iiivers under continuation of the existing Lease Agreenient/Power Purchase Agreement 
v‘ersus expected future cash flows as modeled (Exhibit 8) for the proposed Unwind/Lease 
4greement Termination transactions, performed by or for Big Rivers 

1. 

11. Provide the requested comparison. 
Please explain why such a comparison was not performed; and, 

.. 

Response) 

continuation of the existing Lease Agreenieiit/Purcliase Power Agreement versus 
expected future cash flows as modeled (Exhibit 8) for the proposed UnwindlLease 
agreement Tei-niiiiation Transaction. 

Please see comparison of expected future cash flows to Big Rivers under 

Witness) C. William Blackburn 

Itmi 3 
Page 1 o i l  
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Item 128) 
contained on page 5 of Exhibit 37 to include 2007 and 2008 on a pro forma basis as 

necessary, assuming current operations continue per current structure of agreements. 

Provide a document which extends the “Statement of Cash Flows” 

BIG RIVERS ELECTRIC CORPORATION’S 
RESPONSE TO THE ATTORNEY GENERAL’S INITIAL REQLJEST 

FOR INFORMATION TO JOINT APPLJCANTS 
PSC CASE NO. 2007-00455 

February 14,2008 

Witness) Robert S. Mudge 

Response) See response to AG Item 3 

Item 128 
Page 1 o f1  





'VIERIFICATION 

I verify, state, and affirm that the foregoing responses for which I am listed as a witness 
are true and correct to the best of my knowledge and belief formed after a reasonable inquiry. 

COMMONWEALTH OF KENT1 JCKY ) 
COUNTY OF 'mAK'&/-li ) 

SUBSCRIBEDbND SWORN TO before me by Burns Mercer on this the y kday of 
March, 2008. 



VERIFICATION 

I verify, state, and affirm that the foregoing responses for which I am listed as a witness 
are true and correct to the best of my knowledge and belief formed after a reasonable inquiry. 

STATE OF NEW YORK 
COUNTY OF NEW YORK 

SIJBSCRIBED AND SWORN TO before me by Mark W. Glotfelty on this the 3rd day 
of March, 2008. 

Notary Public, 
My Commission Expires 



VERIFICATION 

I verify, state, and affirm that the foregoing responses for which I am listed as a witness 
are true and correct to the best of my knowledge and belief formed after a reasonable inquiry. 

COMMONWEALTH OF KENTTJCKY ) 
COUNTY OF HENDERSON 1 

SUBSCRIBED AND SWORN TO before me by C. William Blackburn on this the 5 rd 
day of March, 2008. 

Notary Public, Ky. State at Large 
My Commission Expires f-12 47 



VERIFICATION 

I verify, state, and affirm that the foregoing responses for which I am listed as a witness 
are true and correct to the best of my knowledge and belief formed afier a reasonable inquiry. 

David G. Crockett 

COMMONWEAL,TH OF KEiNTUCKY ) 
COUNTY OF HENDERSON ) 

SUBSCRIBED AND SWORN TO before me by David G. Crockett on this the day 
of March, 2008. 

Notary Public, Ky. State at L,arge 
My Commission Expires / - I  2-07 



VERIFICATION 

I verify, state, and affirm that the foregoing responses for which I am listed as a witness 
are true and correct to the best of my knowledge and belief formed after a reasonable inquiry. 

\ 

COMMONWEALTH OF KENTUCKY ) 
COUNTY OF HENDERSON 1 

Id SUBSCRIBED AND SWORN TO before me by David A. Spainhoward on this the 3 
day of March, 2008. 

Notary Public, Ky. State at Large 
My Commission Expires- 



VERIFICATION 

I verify, state, and affirm that the foregoing responses for which I am listed as a witness 
are true and correct to the best of my knowledge and b a reasonable inquiry. 

COMMONWEAL,TH OF KENTUCKY ) 
COUNTY OF HENDERSON 1 

SUBSCRIBED AND SWORN TO before me by Michael H. Core on this the 3rdday of 
March, 2008. 

Notary Public 
My Coininissi 



VERIFICATION 

I verify, state, and affirm that the foregoing responses for which I am listed as a witness 
are true and correct to the best of my knowledge and belief formed after a reasonable inquiry. 

COMMONWEALTH OF KENTUCKY ) 
COUNTY OF HENDERSON ) 

SUBSCRIBED AND SWORN TO before me by Mark A. Bailey on this the ZtT$day of 
March, 2008. 

?& 
Notary Public, Ky. State at Large 
My Commission Expires /e/ 2 -0 9 



VERIFICATION 

I verify, state, and affirm that the foregoing testimony is true and correct to the 
best of my knowledge and belief. 

I 

” Rdbert S. Mudge 

District of Columbia 
City of Washington 

SUBSCRIBED AND SWORN TO befo 
day of March, 2008. 

obert S. Mudge on this the 

CHRISTINE McCAFFREY 
NOTARY PUBLIC 

My Commission Expres 
October 14,2012 

DISTRICT OF COLUMBIA 
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BIG RIVERS ELECTRIC CORPORATION’S RESPONSE TO THE 
COMMISSION STAFF’S SUPPL,EMENTAL DATA REQUEST 

March 6, 2008 
PSC CASE NO. 2007-00455 

Item 1) 
3 1 Errata”). Concerning Exhibit A to the Alcan and Century Retail Electric Service 
Agreements and Exhibit A to the Alcan and Century Wholesale Electric Service 
Agreements : 

Refer to the January 3 1, 2008 Errata Filing to the Application (“January 

a. 
b. 

Explain the purpose or function of Exhibit A. 
IdentiQ the source of all data in Exhibit A where “Assumption” 

is listed in the column labeled “Derivation”. Explain why each assumption is 
reasonable. 

c. Provide all supporting schedules referenced in the “Derivation” 

column. 

Response) a. Exhibit A is intended to provide numerical “worked examples” of 
certain provisions in the Smelter Retail and Wholesale Agreements (the “Smelter 
Agreements”), as are frequently attached to power purchase agreements. The examples 
are intended to serve as an aid to interpreting the workings of the Smelter Agreements 
and a register of components that could appear on Smelter invoices, depending on the 
circumstances of a given billing period. The examples illustrate the energy products 
and curtailment rights afforded under the Smelter Agreements, based on assumptions 
deriving from the Smelter Agreements and consistent with the Financial Model for the 
calendar year 2009. Exhibit A also offers an example of the formulaic calculation of 
the TIER Adjustment Charge as it might be applied on a quarterly basis under 
illustrative assumptions and of the 2009 Rebate indicated in the Financial Model on an 
annual basis (Smelters aggregated). 

b. Please see the attached schedule indicating each line item in 

Exhibit A where “Assumption” is listed in the column labeled “Derivation” for 
identifying the source of data. 

Item 1 
Page 1 of 2 
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RIG RIVERS ELECTRIC CORPORATION'S ESPONSE TO THE 
COMMISSION STAFF'S SUPPLEMENTAL DATA REQUEST 

March 6, 2008 
PSC CASE NO. 2007-00455 

[n each case, assumptions are i) bounded by the terms of the Smelter Agreements, ii) 
set to correspond to the Financial Model for the year 2009, or iii) posited as 

illustrations. One example of an illustrative assumption pertains to Smelter purchases 
D f  "Market Energy," which are not bounded by the Smelter Agreements. Market 
Energy is set for illustrative purposes in Exhibit A at two times the energy available on 
an Interruptible or Buythrough basis. 

c. The supporting schedules referenced in the "Derivation" column 

%re contained within Exhibit A, starting on line 89. 

Witness) C. William Blackburn 

Item 1 
Page 2 of 2 
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BIG RIVERS ELECTRIC CORPORATION’S RESPONSE TO THE 
COMMISSION STNF’S SUPPLEMENTAL, DATA REQIJEST 

March 6, 2008 
PSC CASE NO. 2007-00455 

Item 2) 
Century Retail Electric Service Agreements, the Non-FAC Purchased Power 
Adjustment Factor (“Non-FAC PPA”), and Appendix A to the Alcan and Century 

Wholesale Electric Service Agreements, Non-FAC PPA. 

Refer to the January 3 1, 2008 Errata, Appendix A to the Alcan and 

a. Absent the Non-FAC PPA, explain how Big Rivers would 
normally recover the costs of purchased power not otherwise recoverable under the 
Fuel Adjustment Clause (“FAC”). 

b. Explain in detail why Big Rivers, Alcan, and Century concluded 
that the proposed Non-FAC PPA was necessary. 

c. Explain how the Purchased Power Base of $0.00175 was 
determined. 

d. The proposed Non-FAC PPA appears to be modeled in a manner 
similar to the FAC. Explain why that approach was followed for the Non-FAC PPA. 

e. Explain why the proposed Non-FAC PPA does not include 
periodic reviews of the mechanism. 

Response) a. 
recover the cost of purchased power not otherwise recoverable under the FAC by filing 
a request for a general adjustment in rates for Commission approval. 

Absent the Non-FAC PPA, Big Rivers could only attempt to 

b. Big Rivers, Alcan, and Century originally negotiated a PCA 
(power cost adjustment) inclusive of all those costs now reflected in the proposed FAC, 
ES and non-FAC PPA. In negotiating the TIER Adjustment, Big Rivers, Alcan and 
Century recognized that absent a PCA, or as is now proposed a non-FAC PPA, all 
purchased power costs would flow through the TIER Adjustment and be borne by the 
smelters within the bandwidth. As part of the negotiations, the parties agreed to 
exclude purchased power costs above a base amount (see the response to 2c) from the 
TIER Adjustment and to treat it similar to fuel costs for allocation and recovery. 
Hence, the parties agreed to the use of a PCA. From Big Rivers’ perspective, the 
ability to automatically recover purchased power costs from the smelters through a 

Item 2 
Page 1 of 3 
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BIG RIVERS ELECTRIC CORPORATION'S RESPONSE TO THE 
COMMISSION STAFF'S SUPPLEMENTAL DATA REQIJEST 

March 6 ,  2008 
PSC CASE NO. 2007-00455 

PCA mitigates a financial risk associated with its obligation to provide power for the 
smelters on a firm basis. Should there be a need to purchase power to replace Big 
Rivers' generation, the cost of replacement power can be recovered from the smelters 

without delay. From the smelters' perspective, recovering purchased power costs 
through a PCA would mean that they would not be required to pay through the TIER 
Adjustment for the portion of purchased power costs above the base amount that is 
attributable to non-smelter sales. 

Upon deciding that a PCA had limited chance of approval, the parties agreed to carve 
out the non-FAC purchased power part of the original PCA to be recovered through a 
separate PPA formula, the non-FAC PPA. Correspondingly, it was agreed that Big 

Rivers would seek approval of the purchased power Regulatory Asset/Liability to 
maintain the integrity of the TIER Adjustment by keeping purchased power costs 
attributed to the non-smelter sales out of the TIER Adjustment. 

c. The Purchased Power Base of $.O0175 reflects the level of 
purchased power cost that had been reflected in the model before the parties agreed to 
propose a PCA (now the FAC, ES and PPA). It was the level of purchased power cost 
per kwh that the model showed being recovered through the base rates and the TIER 
Adjustment at the time it was agreed to incorporate a PCA. Therefore, to preserve the 
economics of the model so that the implementation of a PCA would not shift previously 
negotiated cost responsibility between the smelters and the non-smelters, the purchased 

power component of the then PCA base was set at $.00175/kWh. It was carved out of 
the original PCA base to become the non-FAC PPA base. 

d. Item (b) above gives a description of how the Non-FAC PPA was 
developed. Since the original concept was to recover the fiiel, purchased power and 
environmental cost all included in one mechanism, it was determined to develop the 
purchased power portion of the PPA using the same methodology as the FAC. 

Item 2 
Page 2 of 3 
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BIG RIVERS ELECTRIC CORPORATION’S RESPONSE TO THE 
COMMISSION STAFF’S SUPPLEMENTAL DATA REQUEST 

March 6, 2008 
PSC CASE NO. 2007-00455 

With the separation of the purchased power to a Non-FAC PPA, the similarity to the 
FAC was retained. 

e. Big Rivers did not believe it was appropriate to request the 

Commission to conduct periodic reviews af a specific provision of a special contract. If 
the Non-FAC PPA were applied to both the non-Smelter and Smelter customers, Big 
Rivers would propose a periodic review by the Commission. 

Witness) C .  William Blackburn 

Item 2 
Page 3 of 3 
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BIG RIVERS ELECTRIC CORPORATION’S RESPONSE TO THE 
COMMISSION STAFF’S SIJPPLEMENTAL DATA REQUEST 

March 6 ,  2008 
PSC CASE NO. 2007-00455 

[tern 3) 
Zentury Retail Electric Service Agreements, the proposed Big Rivers Bylaw 
3-ovisions. 

Refer to the January 31,2008 Errata, Appendix B to the Alcan and 

a. Provide a comparison of the current version of Big Rivers’ 
3ylaws with the proposed provisions. Explain in detail the reason(s) for each change 
>etween the current and proposed provisions. 

b. Prepare a sample calculation that compares how patronage capital 

s currently allocated to patrons and how patronage capital would be allocated to 
3atrons under the proposed provisions. 

Response) a. 
:ompares the current version to the proposed provisions. The reasons for the changes 
ire discussed below. 

Attached is a redlined version of the Rig Rivers’ Bylaws which 

Section 1 of the proposed by-law amendment is virtually identical to Section 1 of the 

xrrent by-laws, except that the amendment explicitly allows Big Rivers to conduct only 
i portion of its business with patrons on a patronage basis, thereby granting Big Rivers 
idditional flexibility. 

The current by-laws provide for the allocation to patrons of patronage sourced tax 
nargins. Section 2 of the proposed by-law amendment provides much greater 
specificity than the current by-laws regarding the allocation of such margins (defined as 
“patronage net earnings”). The purpose for this increased specificity is to eliminate, 
33: at least reduce, the number of future disputes that otherwise might arise regarding 
the allocation of Big Rivers’ patronage net earnings subsequent to the Unwind 
Transaction, and to accurately reflect the parties’ understanding as to how Big Rivers’ 
?atronage net earnings are to be allocated subsequent to the Unwind Transaction. 

Thus, under clause (b)(l), the patronage net earnings of Big Rivers (other than such of 

Item 3 
Page 1 of 4 
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BIG RIVERS ELECTRIC CORPORATION’S RESPONSE TO THE 
COMMISSION STAFF’S SUPPLEMENTAL DATA REQUEST 

March 6,2008 
PSC CASE NO. 2007-00455 

those earnings as are attributable to the Unwind Transaction) are to be allocated to the 
patrons, if a positive number, based on the ratio of the patronage net book earnings 
attributable to each patron for the year to the patronage net book earnings attributable to 

all of the members for the year. A specific formula is provided for determining the 
patronage net book earnings attributable to each patron whereby, generally, the system 

average revenue per kWh is separately determined for sales made (indirectly) by Big 
Rivers to rural, large industrial and smelter customers, with the profit (loss) from these 
sales being determined, per kwh, by subtracting Big Rivers’ system average cost per 
kwh from the revenues applicable to each of these three classes. Having determined 
the profit (loss) per kwh for each of the three customer classes, each of these figures is 
then multiplied, with respect to each patron, by the applicable number of kwh 
purchased by that patron for resale to the customers in each of the three classes, with 
these three amounts then being totaled. 

If the patronage net book earnings with respect to any class (rural, large industrial or 

smelter) is negative for any year, that class is treated as having patronage net earnings 
of zero for the year. If patronage net book earnings with respect to all of Rig Rivers’ 
patrons is negative for any year then, notwithstanding the preceding paragraph, the 
patronage net earnings for the year are allocated based on the ratio of the cumulative 
patronage net earnings allocated to each patron in all prior years commencing on or 
after January 1, 1999 to the cumulative patronage net earnings allocated to all patrons 
during these same years. 

Under clause (b)(2) the patronage net earnings attributable to the Unwind Transaction 
are generally allocated to the patrons based on the ratio of the cumulative patronage net 
earnings allocated to each patron during the period commencing January 1, 1999 and 
terminating on the date of the Unwind Transaction to the cumulative patronage net 
earnings allocated to all of Big Rivers’ patrons during these same years. Given the 
large amount of patronage net earnings expected as a result of the Unwind Transaction 
and the fact that these net earnings will not arise from the sale of electricity, it was 

Item 3 
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BIG RIVERS ELECTRIC CORPORATION’S RESPONSE TO THE 
COMMISSION STAFF’S SUPPLEMENTAL DATA REQTJEST 

March 6 ,  2008 
PSC CASE NO. 2007-00455 

determined that a special allocation methodology should apply to these net earnings. It 
was further determined that it would be more equitable to allocate these earnings based 
on the patronage net earnings allocated to the patrons during all of the years that the 
LG&E arrangements were in effect, rather than to allocate these earnings based on 
manner in which the patronage net earnings (not attributable to the lJnwind 
Transaction) are allocated to the Big Rivers’ patrons in the year the Unwind 
Transactian is effected. 

TJnder clause (c), the patronage net earnings of Big Rivers, if negative, are to be 
carried forward and applied as an offset against future positive patronage net earnings 
(as detailed above). 

The provisions contained in Sections 3 , 4  and 5 of the proposed by-law amendment are 
very similar to the provisions contained in the current by-laws, with most of the 
changes being grammatical or clerical in nature. Thus, similar to the current by-laws, 
Section 3 of the proposed by-law amendment provides that non-patronage net earnings 
are to be retained, if positive, as a permanent source of equity and, if negative, are to 
be carried forward to be applied as an offset against future positive non-patronage 
earnings. Also, similar to the current by-laws, Section 4 of the proposed by-law 
amendment requires that books and records be kept reflecting the allocations made to 
Big Rivers’ patrons, and generally prohibits any assignment of a patron’s capital 
account. Finally, and again similar to the current by-laws, Section 5 of the proposed 
by-law amendment provides Big Rivers’ board of directors with broad discretion 

regarding the retirement of the patrons’ capital accounts, and further provides that, 
upon the liquidation of Big Rivers and the discharge of all of its debts and other 
obligations, the patrons are to be paid their capital account balances and, to the extent 
there are any remaining proceeds, these proceeds are to share in accordance with the 
patrons’ historical patronage (measured by kwh). 
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PSC CASE NO. 2007-00455 

b. The actual Big Rivers’ patronage allocation calculations for the 

years 2000 through 2006 are attached hereto, pages 1 through 8. Sample calculations 

of patronage allocations pursuant to the proposed revisions, using data per the IJnwind 
Model, on page 9. 

The two different methods, the first for the pre-Unwind period and the second for the 
post-Unwind period, cannot be compared for the same period. Absent the Unwind, Big 
Rivers purchases all its power; hence the current net sales margin method (electricity 
sales revenue less power supply cost). In an Unwind environment, Big Rivers will be 
generating most of its power; hence the total cost of service method. 

Witness) C. William Blackburn 
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AMENDED BYLAWS 
OF 

RIG RIVERS ELECTRIC CORPORATION 

ARTICLE I 

MEMBERSHIP: The fee for membership in this corporation is fixed at twenty-five 

dollars ($25.00). 

The members must be accepted by a vote of a majority of the Board of Directors and 

only upon payment of the aforesaid fee accompanied by application containing the agreements 

referred to in Section 2 of Article VI1 of the Articles of Incorporation. Membership in the 

corporation shall not be transferable. 

The Board of Directors may suspend the rights of a member, when such member ceases 

to be eligible for membership under the law, Articles of Incorporation, Bylaws or rules or 

regulations, for such period of time as the said member is ineligible for membership. The 

Board of Directors may terminate the membership of a member by expulsion when a member 

knowingIy and intentionaIIy fails to comply with any of the provisions of the Articles of 

Incorporation, Bylaws, or rules or regulations adopted by the Board of Directors, but only 

after such member shall have been given written notice by the Secretary of the Corporation 

that such failure shall be contained for at least ten (10) days after such notice is received. An 

affirmative vote of not less than two-thirds of all the directors shall be required to suspend or 

expel a member. An affirmative vote of a majority of all the directors shall be required to 

terminate a suspension of the members' rights or to reinstate a member once expelled. 

When membership in the cooperative corporation has been terminated, under the laws of 
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the State of Kentucky, the Articles of Incorporation as amended, or as provided in this Article 

I, as hereinabove stated, it shall be subject to the capital credits provision contained in Article 

VI11 of these bylaws. The termination shall operate as a release of all right, title and interest 

of the member in the property and assets of the corporation, provided, however, that such 

termination of membership shall not release the member from the debts or the liabilities of 

such member to the cooperative corporation. 

ARTICLE I1 

MEETINGS OF MEMBERS: The annual meeting of the members shall be held on the 

third Friday of each September, or on such other day in September as may be selected by the 

Board of Directors of the corporation, at an hour to be designated in the notice of the annual 

meeting, at the principal office of the corporation in Henderson, Henderson County, 

Kentucky, or at such other place in Kentucky as may be directed by the Chair of the 

corporation. Each member of the Board of Directors of a Rig Rivers' member distribution 

cooperative shall be invited to attend the annual meeting of members of Big Rivers. 

Special meetings of the members may be called at such times and places within the area 

aforesaid as may be ordered by the Board of Directors or by two (2 )  of the three (3) members. 

Written notice of both the annual and special meetings of the members shall be given 

each member appearing on the books of the corporation by mailing the same to his last known 

address at least ten (10) days before such meeting. The notice of the special meeting shall set 

forth the purpose of which the meeting is called. 

Each member shall designate one (1) delegate to represent it at each membership 

meeting. The Secretary of the corporation shall include with the written notice of the meeting 

a form on which each member shall certify the name and address of the delegate so 
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designated. Such form shall be returned to the Secretary prior to or at the beginning of the 

meeting. In the event a waiver of notice is executed as herein provided, a representative of 

each member may orally report to the Secretary at the beginning of the meeting the name and 

address of the delegate who has been designated to represent the member at such meeting. 

The delegates may at any special membership meeting held within thirty (30) days of the 

date for the required annual meeting elect by a two-thirds (2/3) vote to substitute such special 

meeting for the required annual meeting if delegates representing all members are present at 

such special meeting. 

A waiver of notice containing the time, place and purpose of any membership meeting, 

signed by all the delegates representing all members and attached to the minutes of the 

meeting, shall satisfy the written notice requirement for a meeting in this Article. 

Delegates representing a majority of the members shall constitute a quorum for the 

transaction of business. 

Only delegates so designated shall vote on matters coming before the meeting. 

___ ARTICLE 111 

DIRECTORS : 

SECTION 1. Number. The number of directors shall be six (6) .  Each director shall be 

elected by a majority vote of the delegates at the annual meeting of the members or at a special 

meeting of the members called for the purpose. Each member distribution cooperative shall be 

entitled to have two (2) directors on the Board of Directors of the corporation at all times, 

provided however, that at least one (1) of the two (2) directors from each member distribution 

cooperative shall also have been, at the time of his election, a director of such member 

distribution cooperative. 
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SECTION 2. Term. 

A. The term of service of a person on the Board of Directors shall be limited to a total 

of 18 years, whether served consecutively or non-consecutively . 

B. The Board of Directors shall be reconstituted at the 1998 annual meeting of 

members to be held on September 10, 1998. At that meeting, the membership shall elect two 

(2) directors from each cooperative as provided in Article 111, Section 1, above, one of whom 

shall serve for a term of two (2) years and until his or her successor is elected and qualified, 

and the other of whom shall serve for a term of three (3) years and until his or her successor is 

elected and qualified. The terms of all directors serving prior to the 1998 annual meeting of 

members shall terminate with the adjournment of that meeting. 

C. The terms of directors shall be staggered such that two (2) directors from different 

member cooperatives are elected each year. Each. director elected on and after September 1, 

2000, shall be elected for a term of three (3) years and shall serve until his or her successor is 

elected and qualified, except that at the 2001 annual meeting of members, one (1) of the three 

(3) directors elected at that meeting shall be elected for a term of one (1) year. 

SECTION 3. Qualifications. A person is qualified to stand for election to the Board 

of Directors of the corporation if that person satisfies the general requirements and limitations 

on board service in Article 111, and each of the following requirements: 

A. A director of Big Rivers Electric Corporation shall be a member of a member 

distribution cooperative and shall reside in the service territory of a Big Rivers Electric 

Corporation member distribution cooperative. 

B. No employee of Big Rivers Electric Corporation or of its member cooperatives shall 

be a director during the term of such employment. No member of the immediate family of an 

employee of Rig Rivers Electric Corporation shall serve as a director of the corporation during 
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the term of such employment. For purposes of this requirement, the "immediate family" of an 

employee is any person (a) who is a spouse, parent, child, or sibling of that employee, or of 

that employee's spouse or of an individual living in the same home as the employee, (b) any 

person who is living in the same home as the employee, and (c) any person who is married to 

or lives in the same home as any of the persons listed in (a) and (b). 

C. A director must have the legal capacity to enter into a binding contract. 

D. Each director shall have a high school diploma or its equivalent. 

E. A person who serves a term on the Board of Directors of the corporation after 

September 1, 1997, shall be qualified to serve a subsequent term if, in addition to meeting the 

other qualifications for board membership, that person has completed all orientation and 

continuing education requirements imposed by Board policy during his or her tenure on the 

Board. Each director shall have achieved the National Rural Electric Cooperative Association 

Credentialed Cooperative Director (CCD) certification by the end of his or her sixth 

consecutive year of service after September 1, 1997. 

SECTION 4. Removal. Any member may bring charges against a director by filing 

with the Secretary of the corporation such charges in writing and request the removal of such 

director by reason thereof. Such director shall be informed in writing by the Secretary of the 

charges at least ten (10) days prior to the meeting at which the charges are to be considered. 

Such director shall have an opportunity at the meeting to be heard and to present evidence 

respecting the charges. The question of the removal of such director shall be considered and 

voted upon by the remaining directors with the director under charges excluded from the 

meeting room at the time of the vote. 

SECTION 5. Meetings. Regular monthly meetings of the Board of Directors shall be 

held upon the third Friday of each month at an hour to be designated from month to month. 
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Special meetings of the Board of Directors may be called by the Chair or Secretary at 

such time and place as may be determined by the person calling the meeting. At least five (5) 

days’ written notice shall be given each director of the special meeting by the person calling 

same. A waiver of notice containing the time, place, and purpose of the meeting, signed by 

all directors and attached to the minutes of the meeting, shall satisfy the written notice 

requirement for a meeting in this Article. 

The directors may at any special meeting held within thirty (30) days of the date for the 

required annual or monthly meeting, elect by a two-thirds (2/3) vote of all the directors to 

substitute such special meeting for the required annual or monthly meeting if all directors are 

present at such special meeting. 

A majority of the Board of Directors shall constitute a quorum at all meetings. 

SECTION 6. Vacancies. In case of any vacancy on the Board of Directors caused by 

death, resignation, or otherwise, such vacancy shall be filled for the unexpired term by a 

majority of the Board of Directors within sixty (60) days. 

SECTION 7. Meetings by Telephone or Similar Communications. Any or all directors 

may participate in any regular or special meeting by, or conduct a meeting through the use of, 

any means of communication by which all directors participating in such meeting can 

simultaneously hear each other, and participation in such meeting by a director shall constitute 

the presence in person by such director at such meeting. 

SECTION 8. Consolidation of Members. If two or more members of the corporation 

consolidate pursuant to KRS 279.170 to form a new entity and member of the corporation, the 

positions on the corporation’s Board of Directors for that entity shall be filled for a term 

ending with the next annual meeting of the members of the corporation by a majority vote of 

the Board of Directors within sixty (60) days. At the first annual meeting of the members of 
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the corporation following the effective date of the consolidation, the membership shall elect 

two (2) directors from the new entity, as provided in Article 111, Section 1, above, for terms 

consistent with Article 111, Section 3, which establishes staggered terms for directors. 

ARTICLE IV 

OFFICERS : 

SECTION 1. Officers Authorized. The officers of the corporation shall be a Chair, 

Vice Chair, President, Secretary-Treasurer, Vice President and Chief Financial Officer, and 

Vice President-External Relations. The Chair, Vice Chair and Secretary-Treasurer shall be 

elected by and from the membership of the Board of Directors. The President shall be elected 

by the Board of Directors. The Vice President and Chief Financial Officer and the Vice 

President-External Relations shall be appointed by the President. The Board of Directors may 

appoint an Executive Secretary and one or more Assistant Secretaries, who need not be 

members of the Board of Directors, to perform such duties and to have such powers of the 

secretary as shall from time to time be assigned to the Executive Secretary or to any Assistant 

Secretary by the Board of Directors or by the Secretary. 

SECTION 2. Election and Terms of Officers. At the first meeting following the annual 

meeting of the members, each officer required by these Bylaws to be chosen by election shall 

be elected by a majority vote by the Board of Directors by a secret ballot, provided the result 

of such election is determined by ballot vote, and shall hold office for one (1) year, or until 

that officer’s successor is elected and qualified. All officers of the corporation serve at the 

pleasure of the Board and may be removed as an officer without cause by an affirmative vote 

of a majority of all the directors, unless otherwise expressly provided in a written contract of 
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employment between the corporation and an officer who is also an employee of the 

corporation. 

ARTICLE V 

DUTIES OF OFFICERS: 

SECTION 1. Chair and Vice-Chair. The Chair shall preside at all meetings of the 

members and of the Board of Directors. The Chair may sign, with the Secretary-Treasurer, 

certificates of membership of the corporation, and the Chair may also sign any deeds, 

mortgages, bonds, contracts or other instruments in writing authorized by the Board of 

Directors or by these Bylaws or that are required by law to be otherwise signed or executed. 

The Chair shall perform generally all duties incident to the office of Chair and such other 

duties as may be prescribed by the Board of Directors from time to time. 

In the absence of the Chair, or in the event of the Chair’s inability or refusal to act, the 

Vice Chair shall perform the duties of the Chair. When so acting, the Vice Chair shall have 

all the powers of and be subject to all the restrictions upon the Chair. The Vice Chair shall 

perform such other duties as may be assigned from time to time by the Board of Directors. 

SECTION 2. Secretary. The Secretary of the Corporation shall keep, or cause to be 

kept, the minutes of the meetings of the Board of Directors and members in one or more 

books provided for that purpose and shall authenticate records of the Corporation. The 

Secretary shall see that all notices are duly given in accordance with these Bylaws, or as 

required by law. The Secretary shall be the custodian of the corporate records and of the seal 
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of the Corporation and see that the seal of the Corporation is affixed to all certificates of 

membership prior to the issue thereof and to all documents requiring a seal. The Secretary of 

the Corporation shall keep, or cause to be kept, a register of the post office address of each 

member. The Secretary shall sign, with the Chair, certificates of membership and have 

general charge of the books of the Corporation. The Secretary shall perform in general all 

duties incident to the ofice of the Secretary and such other duties as from time to time may be 

assigned by the Board of Directors. 

SECTION 3. Treasurer. The Treasurer of the Corporation, or such other person or 

persons delegated by the Board, shall have charge and custody of and be responsible for all 

funds and securities of the Corporation. The Treasurer shall in general perform all the duties 

incident to the office of Treasurer and such other duties as from time to time may be assigned 

by the Board of Directors. 

SECTION 4. President. The President shall act as the general manager and chief 

executive officer of the Corporation. The President may sign, with the Secretary, certificates 

of membership of the Corporation, and any deeds, mortgages, bonds, contracts or other 

instruments in writing authorized by the Board of Directors, or by these Bylaws, or that are 

required by law to be otherwise signed or executed by the president of a rural electric 

cooperative corporation. The President shall perform generally all duties incident to the office 

of president and to the position of general manager and chief executive officer, and such other 

duties as may be prescribed by the Board of Directors from time to time. 
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SECTION 5. Vice President and Chief Financial Officer. The Vice President and 

Chief Financial Officer of the Corporation shall act as the manager of the financial affairs, 

financial reporting and tax compliance for the Corporation, and shall perform generally all 

duties incident to the office of vice president and chief financial officer, along with such other 

duties as may be prescribed by the Board of Directors from time to time. The Vice President 

and Chief Financial Officer may exercise any duties of the Treasurer, except for signing 

certificates of membership of the corporation, and may sign any deeds, mortgages, bonds, 

contracts or other instruments in writing authorized by the Board of Directors, or by these 

Bylaws, or that are required by law to be otherwise signed or executed. 

SECTION 6. Vice President-External Relations. The Vice President-External 

Relations of the Corporation shall act as the manager of the external relations, federal, state 

and local governmental affairs, federal, state and local regulatory affairs, and monitoring of 

regulatory compliance for the Corporation, and shall perform generally all duties incident to 

the office of vice president of external relations, along with such other duties as may be 

prescribed by the Board of Directors from time to time. The Vice President-External 

Relations may sign any deeds, mortgages, bonds, contracts or other instruments in writing 

authorized by the Board of Directors, or by these Bylaws, or that are required by law to be 

otherwise signed or executed. 

SECTION 7. Absence or Disability of President. If the President is absent or 

becomes disabled, the Vice President and Chief Financial Officer and the Vice President- 
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External Relations shall have all the powers and be subject to all the duties of the President so 

long as such absence or disability continues. 

SECTION 8. Compensation of Officers. The compensation of the officers of the 

corporation shall be fixed from time to time by the Board of Directors, except the 

compensation of the Vice President and Chief Financial Officer and the Vice President- 

External Relations, whose compensation shall be fixed by the President. 

SECTION 9. Annual Reports of Officers. The officers of the Corporation shall 

submit at each annual meeting of the members reports covering the business of the corporation 

for the previous fiscal year and showing the condition of the corporation at the close of such 

fiscal year. 

SECTION 10. Secretary-Treasurer. The Secretary-Treasurer shall have the duties of 

both the Secretary and the Treasurer. 

ARTICLE VI 

FISCAL YEAR: The fiscal year of the corporation shall commence on January 1st of 

each year. 

ARTICLE VI1 

SEAL: The corporate seal of the corporation shall be circular with the words "BIG 

RIVERS ELECTRIC CORPORATION" and "HENDERSON, KENTUCKY surrounding the 

word "SEAL". 

Attachment to Staff Supplemental Request 3a 
Page 11 of 23 



ARTICLE VI11 

The cooperative shall at all times be operated on a non-profit, 

basis for the mutual benefit of its patrons. As used in these Bylaws, "patron" 

shall include members and non-members alike, who have expressly contracted in writing to do 

business with the cooperative on a patronage basis on the terms 

contained in these Bylaws. No interest or dividends shall be paid or payable by the 

cooperative on any capital furnished by its patrons. 
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ARTICLE IX 

ORDER OF BUSINESS: The order of business at the annual meeting of the members, 

and so far as possible at all other meetings of the members, shall be as follows: 

1. Call of the Roll 

2. Reading of the notice of the meeting together with proof of service. 

3. Presentation and reading of unapproved minutes of previous 

meetings of the members and the taking of necessary action 

thereon. 

4. Presentation and consideration of, and acting upon reports 

of officers, directors, and committees. 
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5. The election of directors. 

6 .  Unfinished business. 

7. New business. 

8. Adjournment. 

ARTICLE X 

CONTRACTS, CHECKS AND DEPOSITS: The Board of Directors may authorize any 

officer or officers, agent or agents to enter into any contract or execute and deliver any 

instrument in the name and on behalf of the corporation and such authority may be general or 

confined to specific instances. 

All checks, drafts or other orders for the payment of money, notes or other evidences of 

indebtedness issued in the name of the corporation shall be signed by such officer or officers 

of the corporation and in such manner as shall from time to time be determined by resolution 

of the Board of Directors. 

All funds of the corporation shall be deposited from time to time to the credit of the 

corporation in such bank or banks as the Board of Directors may select. 

ARTICLE XI 

DIRECTORS FEES AND EXPENSES: 

SECTION 1: A director is entitled to such fees and to reimbursement of such expenses 

as may be provided in the written policy of the Board on Directors' Fees and Expenses. 

Compliance with that policy shall be monitored by the Board of Directors. 

Attachment to Staff Supplemental Request 3a 
Page 20 of 23 



SECTION 2: Nothing contained herein shall limit the right of the Board of Directors to 

contract with or pay any individual director for additional services or duties rendered outside 

his normal functions as director. 

ARTICLE X I  

AMENDMENT OF BYLAWS: 

These Bylaws may be altered, modified, amended, or replaced by an affirmative vote 

of a majority of the members of the Board of Directors at any regular or special meeting. 

All Bylaws previously adopted by this Board which are inconsistent herewith are hereby 

altered or repealed in the above respects. 

ARTICLE XI11 

INDEMNIFICATION AND INSURANCE: 

A. Right to Indemnification. Each person who was or is made a party or is threatened 

to be made a party to or is otherwise involved in any threatened, pending or completed action, 

suit or proceeding, whether civil, criminal, administrative or investigative (hereinafter a 

"proceeding"), by reason of the fact he or she, or a person of whom he or she is a legal 

representative, is or was a director, or while a director, serves or served at the corporation's 

request as a director, officer, partner, trustee, employee or agent of another foreign or 

domestic corporation, partnership, joint venture, trust, employee benefit plan or other 

enterprise, shall be indemnified and held harmless by the corporation to the fullest extent 

authorized by the Kentucky Business Corporation Act, as the same exists or may hereafter be 

amended (but in the case of any such amendment, only to the extent that such amendment 

permits the corporation to provide broader indemnification rights than the Kentucky Business 
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Corporation Act permitted the corporation to provide prior to such amendment), against all 

expenses, liability and loss (including attorneys' fees, judgments, fines, ERISA, excise taxes 

or penalties, and amounts paid or to be paid in settlement) actually and reasonably incurred or 

suffered by such director in connection with any such proceeding. Such indemnification shall 

continue as to a director who has ceased to be a director and shall inure to the benefit of the 

director's heirs, executors, and administrators. Except with respect to proceedings to enforce 

rights to indemnification by a director, the corporation shall indemnify any such director in 

connection with a proceeding (or part thereof) initiated by such director only if such 

proceeding (or part thereof) was authorized by the Board of Directors of the corporation. The 

right to indemnification conferred in this Article shall be a contract right. 

B . Advance of Expenses. The corporation shall pay for or reimburse the actual and 

reasonable expenses incurred by a director who is a party to a proceeding in advance of final 

disposition of the proceeding if a determination is made that the facts then known to those 

making the determination would not preclude indemnification under KRS 27 1B. 8-SO0 to 

271B.8-580, and if the director furnishes the corporation: (i) a written affirmation of the 

director's good faith belief that the director's conduct met the standard of conduct described in 

Kentucky Revised Statutes 27 lB.8-510 or successor provisions; and (ii) a written undertaking, 

executed personally or on the director's behalf, to repay any advances if it is ultimately 

determined that the director is not entitled to indemnification for such expenses under this 

Article or otherwise. The undertaking must be an unlimited general obligation of the director, 

but need not be secured and may be accepted without reference to the director's financial 

ability to make repayment. 
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C .  Indemnification of Officers, Employees and Agents. The corporation may indemnify 

and advance expenses to an officer, employee or agent who is not a director to the extent 

permitted by the Articles of Incorporation, the Bylaws, or by law. 

D. Indemnification of Officers, Employees and Agents. The corporation shall 

indemnify and advance expenses to officers to the same extent as directors, and may 

employees or agents who are not directors or officers to the extent permitted by the 1 

Incorporation, the Bylaws, or by law. 

ndernnify 

rticles of 

E. Insurance. The corporation may purchase and maintain insurance, at its expense, on 

behalf of an individual who is or was a director, officer, employee or agent of the corporation, 

or who while a director, officer, employee or agent of the corporation is or was serving at the 

request of the corporation as a director, officer, partner, trustee, employee, or agent of 

another foreign or domestic corporation, partnership, joint venture, trust, employee benefit 

plan, or other enterprise, against liability asserted against or incurred by him or her in any 

such capacity or arising from his status as a director, officer, employee or agent, whether or 

not the corporation would have power to indemnify him or her against the same liability under 

this Article. 
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COMMISSION STAFF’S SUPPLEMENTAL DATA REQUEST 
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PSC CASE NO. 2007-00455 

[tern 4) 
February 1, 2008 (“Staff First Request”), Item 1. 

Refer to the response to the Commission Staff‘s First Data Request dated 

a. The responses to Item l(c)(3) and l(cj(4) make reference to Big 
Rivers and E.ON U.S. L,LC filing a “pre-merger notification”. Explain what pre- 
merger notification is required in conjunction with the Unwind Transaction. 

b. Provide the current status of the February 7, 2008 ruling requests 
from the Kentucky Department of Revenue. 

c. Describe what has been done as of the date of the response to this 
jata request concerning the International Brotherhood of Electrical Workers’ contracts. 

Response) a. The pre-merger notification requirement to the Federal Trade 
Commission and the Department of Justice under Hart, Scott, Rodino (HSRj and the 
regulations promulgated thereunder (16 C.F.R. Sections 801-803) can be triggered by 
m acquisition of assets as well as the acquisition of voting securities if thresholds 
relating to the size of the parties and size of the transactions are satisfied and if no 
3xemption applies. Given the complex nature and difficulty of ascertaining precisely 
the consideration involved in the Unwind, neither Big Rivers nor E.ON is comfortable 
that the HSR thresholds will not be satisfied. 

b. Big Rivers submitted its request for tax ruling to KDOR on 
February 6, 2008. On February 8, 2008, KDOR verbally advised Big Rivers’ tax 
:ounsel that KDOR would expedite its review of, and the preparation of responses to, 
Big Rivers’ request for tax rulings. Since that time, Big Rivers has received no further 
:ontacts or communications from KDOR in respect of these matters. 

c. Big Rivers has reached agreement with its IBEW members to 

zxtend the labor contract to October 14, 2008. 

Conversations have taken place with the IBEW as to the date we might start 
negotiations to arrive at a contract that would include the current Big Rivers and 
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WKEC bargaining unit members, such contract to be effective on the closing date. No 
date has been set, but the possibility of starting negotiations in May has been discussed. 

Witness) C. William Blackburn 
David Spainhoward 
Counsel 
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item 5 )  
his response, there are documents relating to the Unwind Transaction which still have 
lot been submitted for Commission review. Provide the date by which Big Rivers 
inticipates submitting all documents to the Commission associated with the TJnwind 
rransaction. 

Refer to the response to the Staff's First Request, Item 3. Based upon 

Response) 
[ntercreditor Agreement (Item 7) and the Creditor Termination and Release (Item 17) 
lave been forwarded to Big Rivers' creditors. All Big Rivers' creditors have been 
nade aware of the timing for consummation of the Unwind, including the need for 
:imely filing of substantially final documents as part of the Commission approval 
Drocess. Nonetheless, Big Rivers has very little ability to compel a more expeditious 
:onsideration of these documents by the creditors. Big Rivers is hopeful that 
substantially final drafts of these documents can be submitted to the Commission by 
March 24. However, it is important to note that as the documents circulate among the 
RTJS , other Creditors, and Big Rivers, there could be changes occurring beyond 
March 24. The documents will not be executed until after the Commission Order 
zpproving the TJnwind transaction. 

As stated in Big Rivers' response to Staff First Request, Item 3, the 

The Station Two Termination and Release (Item 18) cannot be finalized until agreement 
on significant outstanding issues is reached among Big Rivers, E.ON and the City of 
Henderson. Unfortunately, no anticipated date can be given for submitting this 
document to the Commission. 

Big Rivers expects the Texas Gas Termination and Release (Item 19) to be in 
substantially final form and submitted to the Commission by March 30. 

The certificates of Big Rivers (Item 28) are closing certificates which would normally 
be created near the closing and which Big Rivers would normally not expect to submit 
to the Commission. 
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The acknowledgements of Big Rivers regarding the Termination Payment and True-UP 
Payments (Item 29) are also closing documents which cannot be finalized until the 
2mounts to be included in these acknowledgements are determined. The Transaction 
Termination Agreement sets forth a procedure for determining these amounts, but this 
will not occur until very close to the closing. 

The acknowledgement contemplated by Section 10.2(hh) of the Transaction 
Termination Agreement (Item 30) is the document in which Big Rivers acknowledges 
that WKEC has operated the generating plants in accordance with Section 12 of the 
Transaction Termination Agreement in the period from the execution of the Transaction 
Termination Agreement through the closing and the "Pre-Closing Report" procedure 
contemplated by Section 12.5 of the Transaction Termination Agreement has been 
fulfilled. These determinations, obviously, can only be made at the closing. 

The certificates of the Responsible Officers of the WKE Parties contemplated by 
Section 10.3(a) and 10.3(c) of the Transaction Termination Agreement (Item 32) are 
closing certificates which would normally be created near the closing by WKEC. 

Big Rivers anticipates that the waiver of certain Member Cooperatives contemplated by 
Section 3.2(0) of the Transaction Termination Agreement (Item 34) will be submitted to 
the Commission by March 24. 

Witness) David Spainhoward 
Counsel 
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tern 6) Refer to the response to the Staffs First Request, Item 8(b). 
a. Based upon this response, after the completion of the Unwind 

rransaction will the capital items listed in the response to Item 8(a) be reflected on Big 

tivers’ books at original cost with a corresponding amount of accumulated 
iepreciation? 

b. Is the accounting treatment described by Big Rivers in the 
*esponse to Item 8(b) consistent with the Rurd Utilitigs Service (“RRTJS”) Unifmm 
system of Accounts (“TJSoA”)? Include citations to the appropriate sections of the 

tTJS USoA. 

Xesponse) a. 
;enerating plants since the inception of the lease transaction (as listed in the response to 
he Commission Staff‘s First Data Request, Item 8(a)) are currently reflected on Big 
Xivers’ books in RTJS Account 104, Electric Plant Leased to Others, less any 
-etirements. Although the cost of these assets is shared between Big Rivers and 
WKEC, Big Rivers has title to the assets. Therefore, Big Rivers is depreciating 100% 
if the asset cost for book purposes using Big Rivers’ approved 1998 depreciation study. 

The original cost of the capital items added to the Big Rivers’ 

Upon completion of the Unwind Transaction, Big Rivers will transfer the leased assets 

:o RUS Account 10 1, Electric Plant in Service. The accumulated depreciation will 
remain unchanged. 

b. Big Rivers’ statement in its response to the Commission Staff‘s 

First Data Request 8 b. ”Big Rivers has on its book its prorata share of the capital items 
:oday” was intended to reflect the net impact on the Financial Statements not just the 
m e t  side of the equation. 

Today Big Rivers has recorded the assets into account 104 - Electric Plant leased to 
sthers, and the credit in account 253 - Deferred Credit Capital Asset Residual Value. 
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Ither than the transfer from Account 104 to Account 101, there is no change in the 
tccounting for the assets listed in the response to the Commission Staff‘s First Data 
gequest, Item 8(a). There will be no change in net utility plant upon the Unwind 
.ermination regarding the shared assets added during the lease. 

411 assets are capitalized per RUS Uniform System of Accounts-Electric, Bulletin 
L767R-1. Sections 1767.16 and 1767.18. 

Witness) C. William Blackburn 
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[tern 7) 
response did not adequately address the question. Concerning the TJnwind Model as 
filed in the Application, pages 3 and 4 of 37, Big Rivers was asked to explain in detail 
why the Times Interest Earned Ratio (“TIER”) Related Rebate, as shown on lines 4.5, 
66, and 96, and the TIER Adjustment on line 89 were fixed inputted amounts rather 
than formula-driven amounts based on the terms and conditions of the applicable 
Smelter contract provisions. The response describes revisions to the January 3 I Errata 
version of the Unwind Model and the version of the Unwind Model provided in 
response to Items 10 and 12. Provide the originally requested information. 

Refer to the response to the Staff‘s First Request, Item 12(b). The 

Response) Big Rivers’ response to the Staff First Request, Item 12(b), was intended 
to refer to the formula-driven Rebate as shown on lines 45, 66, and 96, and the foimula- 
driven TIER Adjustment on line 89 that were included in the filing of 2-14-08. The full 
calculation is shown on page 14 of the 2-14-08 Version (as referenced below in question 
8c), adjacent to other detail relating to Smelter Rate Structure. In the electronic model, 
the calculations on page 14 are directly linked to lines 45, 66,96 and 89 on pages 3 and 4. 

The 12-28-07 and 1-3 1-08 Versions adopted formulas that took the TIER Adjustment and 
related Rebate as starting points (inputs) and derived resulting Net Margin and Contract 
TIER (equal to 1.24~).  These elements were, of course, linked by live calculation. This 
approach was taken for clarity in introducing the Smelter pricing mechanics. 

Witness) Robert S. Mudge 
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[tern 8) 
tersion submitted with the Application (“ 12.28.07 Version”), the January 3 1 Errata 
version (“01.31.08”), and the version supplied in the response to the Staff First 
Request, Item 12(b) (“02.14.08 Version”). 

Refer to the following versions of the TJnwind Model: the original 

a. Explain why references to carbon taxes and carbon allowance 
:ost have been included in the 02-14.08 Version, at page 5, lines 122 and 123; page 7, 
lines 189 and 190; and page 38, lines 514 through 516. 

b. Refer to page 12 of all three versions of the Unwind Model. 
Explain why the smelter sales for Century and Alcan, shown on lines 2 and 3, are 
5ifferent in the 01.3 1.08 Version compared to the other two versions of the Unwind 
Model. 

c. Refer to page 14 of the 02.14.08 Version. Explain why this page 

Refer to page 32 of the 12.28.07 Version and 01.13.08 Version 

and page 33 of the 02.14.08 Version. Explain in detail why the TWH and MW sales 
for Alcan and Century are not the same in all three versions of the Unwind Model. 
Indicate which set of TWH and MW sales levels are correct. 

does not appear in the hard copies of the other two versions of the Unwind Model. 
d. 

e. Refer to pages 23 and 28 of the 02.14.08 Version. Explain why 
the book depreciation for income tax purposes was figured at 60 years, as shown on 
page 28, when the depreciation years shown on page 23 start at 52 years and decline to 
37 years. In addition, would Big Rivers agree that using 60 years rather than the years 
shown on page 23 would result in larger balances for deferred income taxes? Explain 
the response. 

f. Which version of the TJnwind Model most accurately reflects Big 

Rivers’ expectations and recommendations in conjunction with the Unwind 
Transaction? Include the reason(s) why the selected version is considered the most 
accurate. 
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Response) a. 
mrpose of accommodating sensitivity analyses illustrating the effect of potential carbon 

ax or cap and trade regimes in the fiiture ("Carbon Sensitivities"). Carbon Sensitivities 
were provided in response to the first data request of the Attorney General's Office 
litem #133e). Other than for presenting the Carbon Sensitivities, the referenced line 
Iems have no values in them and do not affect any calculation in the 2-14-08 Version. 

The referenced line items in the 2-14-08 Version are for the 

b. The Smelter sales for Century and Alcan taken individually, 
shown on lines 2 and 3 of page 12, are correct in the 1-31-08 Version (please see 
numerical comparison, attached). Smelter sales in the aggregate (Century + Alcan) are 
the same in all filed models and correct in all filed models. Please note that model 
mtcomes are driven by Smelter sales in the aggregate, except in the sensitivity analysis 
iepicting departure by Century in response to Staff's first data request item #10 
provided on 2,-14-08. In that case, the outcome was slightly conservative, based on 
overstatement of sales to Century by approximately 0.4% in the 2-14-08 Version. 

The reason for the variations in Smelter sales allocations in the 12-28-07 and 2-14-08 
Versions is as follows: 

12-28-07 - Holdover from outdated inputs relative to current Smelter documentation. 
2- 14-08 - Internal miscommunication about errata filing on 1-3 1-08. 

c. Page 14 of the 2-14-08 Version shows a more explicit formula for 

deriving the Rebate and the TIER Adjustment than was provided in the other two 
versions of the Unwind Model. 

Please see also response to Staff Supplemental Request Item #7, above. 
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d. The TWH and MW for Alcan and Century are correct on page 32 

Df the 1-31-08 Version (with adjustment to MW for leap years) (please see numerical 
:omparison, attached). Note that MW are shown for reference only and do not 
jetermine other calculations in Financial Model, which are TWh-driven. 

The reasons for the variations in the 12-28-07 and 2-14-08 Versions are as follows: 

12-28-07 - Holdover TWh from outdated inputs, per response to 8b, above, plus 
garbled calculation for corresponding MW. 
2-14-08 - Internal miscommunication about errata filing on 1-3 1-08. 

e. Under the assumptions of the Financial Model, depreciation 

timing considerations have no impact on Big Rivers' tax liability. This is because the 
only revenue source treated as nan-patronage, and hence not eligible for offset by 
patronage allocations for tax purposes, is interest earnings on the Transition Reserve. 

In a scenario where depreciation timing considerations were relevant to Rig Rivers' tax 
liability, Big Rivers recognizes that book depreciation assumptions for tax and 
accounting purposes would have to be modeled consistently. Also, under these 
conditions, Big Rivers agrees that using 60 years rather than the years shown on page 
23 would result in larger balances for deferred income taxes. 

f, Subject to developments in the capital markets (see response to 

Staff Supplemental Request 9, below), the 1-3 1-08 Version most accurately reflects Big 
Rivers ' expectations and recommendations in conjunction with the Unwind Transaction. 
Note that the 2-14-08 Version yields results identical to the 1-31-08 Version as to 
Member and Smelter rates, and all financial statements, but differs in the following 
respects: 
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- Allocation of Smelter TWh and MW as described above in responses 8b and 8d, 

inconsistent with Smelter documentation; 
Rebate and TIER Adjustment formulas made more explicit (page 14). 

Witness) Robert S.  Mudge 
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