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S 7 J L L . I V A N ,  MOUNTJOY,  S T A I N B A C K  & M I L L E R .  PSC 

A T T O R N E Y S  AT LAW 

April 23, 2012 

Federal Express 

Jeff DeRouen 
Executive Director 
Public Service Commission 
211 Sower Boulevard, P.O. Box 615 
Frankfort, Kentucky 40602-0615 

PUBLIC SERVICE 
COMMISSION 

RE: In the Matter OR Application of Big Rivers Electric Corporation for 
Approval to Issue Evidences ofIndebtedness, P.S.C. Case No. 2012- 
00 L 19 

Dear Mr. DeRouen: 

Enclosed for filing on behalf of Big Rivers Electric Corporation (“Big Rivers”) are 
a n  original and ten copies of Big Rivers’ responses to  (i) the Commission Staffs 
First Information Request dated April 11, 2012, and (ii) Kentucky Industrial 
Utility Customers, Inc.’s First  Set of Data Requests dated April 11, 2012 (The 
“KITJC Data Requests”). Also enclosed are  a n  original and ten copies of a motion 
for deviation. A copy of this letter, a copy of Big Rivers’ responses to  the 
Commission Staffs  First Request for Information and the KITJC First Data 
Requests, and a copy of the motion for a deviation have been served on each of the 
persons shown on the attached service list. 

Big Rivers further encloses a petition seeking confidential treatment pursuant  to 
807 KAW 5:001, Section 7 for certain material filed in  response to the H U C  Data 
Requests. I certify that a copy of the petition and the material, with only those 
portions for which confidential treatment is sought obscured, has been served on 
all parties. 

Please contact me with any questions you may have about this filing. 

Sincerely yours, 

M .. \wbLy&- 

J a m e s  M. Miller 

JMM/ej 
Enclosures 

cc: Mark A. Hite 
Albert  Yockey 

100 St Ann Building 

PO Box 727 

Owensboro. Kentucky 

42.302-0727 



SERVICE LJST 
BIG RIVERS ELECTRIC CORPORATION 

PSC CASE NO. 2012-001 19 

Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 
Boehm, Kurtz 8L Lowry 
36 East Seventh Street 
Suite l S l 0  
Cincinnati, OH 45202 

Counsel for Kentucky Industrial 
Utility Customers, h e .  



BIG RIVERS ELECTRIC COWORATION 

APPLICATION OF RIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS 

CASE NO. 2012-00119 

VERIFICATION 

I, Mark A. Hite, verify, state, and affirm that I prepared or supervised the preparation of 
the data responses filed with this Verification, and that those data responses are true and accurate 
to the best of my lmowledge, information, and belief formed after a reasonable inquiry. 

COMMONWEALTH OF KENTIJCKY ) 
COUNTY OF HENDERSON ) 

SUBSCRIBED AND SWORN TO before me by Mark A. Hite on this the @day of 
April, 201 2. 

Notary Public, Icy. State at Large 



KIUC 1.3 - RTJS Documents 

KIUC 1-4 - Goldman Sachs Documents 

KITJC 1-5 - Internal Correspondence 

KITJC 1-14 - Rating Agency Documents 



E L E C T R I C C 0 R P 0 RAT I 0 N 

e=----- 
Your Toucl-rstone Energy@ Cooperative 

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

In the Matter of: 

APPLICATION OF BIG RIVERS ELECTRIC ) Case No. CORPORATION FOR APPROVAL TO ISSUE ) 2012-oo119 EVIDENCES OF INDEBTEDNESS ) 

Response to Kentucky Industrial Utility Customers’ 
Initial Request for Information 

dated April 11,2012 

FILED: April 23, 2012 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS 

CASE NO. 2012-00119 

tucky Industrial Utility Customers’ 
equest for Information 

April 23, 2012 

Item 1) 
CoBank regarding the transactions described in the Application. 

Provide a copy of all corresportderwe between BREC and 

Response) Big Rivers  objects to  this informat ion  reques t  o n  t h e  grounds  that it 
is overly broad,  s eeks  documents  that h a v e  no  relevance to  t h e  relief sought  by Big 

Rivers i n  this proceeding, a n d  is unreasonab ly  burdensome.  For example ,  Big 

Rivers  is seeking  approval  to  issue t h e  evidences of indebtedness  i n  t h e  f inal  forms 

it has presented ,  so it is unreasonable  t o  requi re  product ion of documents  created 

over a period of m o n t h s  re la ted  to  t h e  negot ia t ion  of those evidences of 

indebtedness .  Wi thout  waiving t h e s e  objections, Big Rivers  is providing t h e  

a t t a c h e d  documents  a n d  o ther  documents  i n  a folder labeled ‘KIUC 1-1 - CoBank 

Documents’ on  t h e  CD accompanying t h e s e  responses .  Big Rivers  is providing t h e  

a t t a c h e d  documents  u n d e r  a Pet i t ion for Confidential  T rea tmen t .  

Witness) M a r k  A. Hi te  a n d  Counsel  

Case No. 2012-00119 
Response to KIUC 1-1 
Witness: Mark A. Hite 

Page 1 of 1 
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Archived: Friday, April 13, 201 2 9:50:56 AM 
From: Mark Hite 
Sent: Thursday, February 23, 201 2 12: 18:OO PM 
To: Childs, Jeffrey 
Subject: Big Rivers 
Response requested: No 
Importance: Normal 
Attachments: CoBank Presentation for 2-28-1 2.pptx ; 

Good afternoon. Will be on the conference call at 2pm central today. 

Please see the attached draft PowerPoint presentation planned for you next Tuesday 
2/28/12. Please note that it’s a draft, as we continue to review and edit it, although time 
is short. Plan to add a note for APM, MISO, rate case status, etc. 

Look forward to seeing you next Monday evening for dinner at Biaggi’s. 

Mark 

Mark A. Hite, CPA 

VP Accounting & Interim CFO 

Big Rivers Electric Corporation 

201 Third St. 

Henderson, KY 42420 

270-827-256 1 (corporate) 

270-844-6149 (office) 

270-577-681 5 (mobile) 

81 2-853-0405 (home) 

m hite@bigrivers.com 

Case No. 2012-00119 
Attachment for Response to KIUC 1-1 

Witness: Mark A. Hite 
Page 1 of 70 

mailto:hite@bigrivers.com


ivers Electric 
Rank Group Meeting 

February 27 & 28,2012 
Evansville, IN and Henderson, KY 

Attendee List 

Big Rivers Electric Corporation 
201 Third St. 
Henderson, ICY 42420 
270-827-256 1 

Mark Hite, CFA Bob Berry Eric Wobeson Jim Miller 
VP Accounting & VP, Production VP, Environmental General Counsel, 
Interim CFO 

Bank Group: 

Bruce Fortner 
VP - Capital Markets 
AgFirst Farm Credit Bank 
1401 Hampton St. 
Columbia, SC 29201 
Office: 803-753-2457 
Cell: 803-429-3758 
bfortner@agfirst.com 

Jeremy Roewe 
Capital Markets Account Manager 
Northwest Farm Credit Services 
1700 S. Assembly Rd 
Spokane, Washington 99220 

Jeremy.Roewe@faim-credit .corn 
206-569-5572 

CoBank: 

Services and 
Construction 

Gines PBrez, HI 
Capital Markets Officer 
AgFirst Farm Credit Bank 
140 1 Hampton Street 
Columbia, SC 29201 

(803) 521-7721 -cell 
gperez-serviciii~z(a~~rst,coiii 

(803) 753-2262 

Chris Runquist 
Credit Officer 
Northwest Farm Credit Services 
1700 S. Assembly Rd 
Spokane, Washington 99220 
509 638 3389 
chris.runquist@fann-credit.com 

Todd Telesz Jeff Childs Marshall Essig 

Sullivan, Mountjoy, 
Stainback & Miller 

Tom Cosgrove 
Vice President 
Commercial Lending IJnit 
Farm Credit East, ACA 
240 South Road 
Enfield, CT 06082 
(860) 741-4380, ext. 8134 

tom.cosgrove@,farrncrediteast .coin 
F a :  (888) 278-2955 

Horace R. Harrod 
Director, Capital Markets 
Farm Credit Bank of Texas 
1802 East Mt. Zion Road 
Crestwood, ICY 400 14 
502-225-4582 (0) 
502-645-3555 (M) 
5 12-465-0704 (F) 
horace.harrod@,farrncreditbank.com 

Pat Sauer 
Senior Vice President Assistant Vice President Executive Director Capital Markets Division 
Power Supply Group Power Supply Group Capital Markets Division Greenwood Village, CO 
Greenwood Village, CO Greenwood Village, CO Greenwood Village, CO Office: 303-740-6580 
Office: 303-740-6580 Office: (303) 740-4005 Office: 303-740-4307 Cell: 303-880-0001 
___ ttelesz@,cobank.com Cell: (303) 520-9351 Cell: 303-929-9735 psauerfi2cobank.com 

jchilds@,cobanlc.coin essiam@,cobank.com C a s e  No. 2012-00119 j 
A t t a c h m e n t  for R e s p o n s e  to KIUC 1-1 

Page 2 of 70 

, 
Witness:  Mark A. Hi te  ’ 

mailto:bfortner@agfirst.com
mailto:chris.runquist@fann-credit.com
mailto:horace.harrod@,farrncreditbank.com
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http://psauerfi2cobank.com
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, 

N 
5500 South Quebec Street 

Greenwood Village, GO 801 11 
Phone: (303) 740-4187 

Fax: (303) 796-1 407 

January 12,2012 

Mi-. Mark Bailey 
President and Chief Executive Officer 
Big Rivers Electric Corporation 
P.O. Box 24 
Henderson, KY 42419-0024 

RE: $225,000,000 Credit Facilities 

Dear Mr. Bailey: 

Big Rivers Electric Corporation (the “Borrower”) has advised CoBank, ACB (“CoBanHc”) that 
it would like to obtain a term loan of up to $175,000,000, and a Revolving Facility of up to 
$50,000,000. The facilities will consist of a $175,OOO,OOO twenty year senior secured amortizing 
Term L,oan (the “Term Facilit~”) and a $50,000,000 five year senior unsecured Revolving 
Facility (the “Revolving Facillity”, together with the Term Facility the “Credit PaciHities”). The 
terms and conditions of the Credit Facilities are proposed to be substantially as set forth in the 
Summary of Indicative Terms and Conditions attached hereto as Exhibit A (the “Term Sheets”; 
this letter agreement and the Term Sheets are collectively referred to herein as, the “Mandate - Letter”). Terms defined or used in the Term Sheets shall have the same respective defined 
meanings when used herein. 

The Borrower hereby engages CoBank, and CoBanlc hereby confirms its willingness, to act as 
sole lead arranger (in its capacity as lead arranger, the “Lead Aarraameer”), book Iunner and 
administrative agent for the Credit Facilities and, in its capacity as Lead Arranger, to arrange on 
a best efforts basis consistent with industry practices the Credit Facilities with financial 
institutions and investors satisfactory to the Borrower and the L,ead Arranger. This Mandate 
Letter does not represent a commitment on the part of CoBaidc or any of its affiliates to provide 
the Credit Facilities, or any portion thereof. Any commitment on the part of CoBaidc to lend all 
or a portion of the Credit Facilities must be evidenced in a separate writing and will be wholly 
contingent upon satisfactory completion of due diligence, internal credit approvals and the 
negotiation, execution and delivery of definitive documentation with respect to the Credit 
Facilities satisfactory to CoBank, none of which has occurred at this time. The terms and 
conditions of the Credit Facilities are not limited to those which are set forth herein and in the 
Term Sheets. Those matters that are not covered by the provisions hereof and in the Teim Sheets 
are subject to the approval and agreement of the Lenders, the Lead Arranger and the Borrower. 

It is agreed that the Lead Arranger, in consultation with the Borrower, will perform all functions 
and exercise all authority customarily performed and exercised by banks and their securities 
affiliates acting in their respective roles. The Borrower agrees that no other agents, co-agents or 
arrangers will be appointed, or other titles coiifened, by the Borrower without the prior written 
consent of the Lead Arranger. 

To assist the L,ead Arranger in its syndication efforts hereunder, the Borrower agrees, upon the 
Lead Arranger’s reasonable request, (a) promptly to provide such financial and other information 

Case No. 2012-00119 
Attachment for Response to KIUC 1-1 

Witness: Mark A. Hite 
Page 41 of 70 



Big Rivers Electric 
Mandate Letter 

with respect to the Borrower, its subsidiaries, and the transactions contemplated hereby, 
including, but not limited to, information and projections relating to the Borrower and its 
subsidiaries, as the L,ead Arranger shall reasonably request, (b) to make its senior officers 
available to prospective Lenders and participants at reasonable times, and (c) to host, with the 
Lead Arranger, a meeting or meetings with prospective Lenders and participants. 

As consideration for the Lead Arranger’s agreements hereunder to structure, arrange and 
syndicate the Credit Facilities on a best efforts basis, the Borrower agrees to pay the Lead 
Arranger the nonrefundable fees set forth in the Tenri Sheets and in the Fee Lett.er dated the date 
hereof and delivered herewith (the “Fee Letter”) at the times and in the manners specified 
therein. The Borrower agrees that no L,ender will receive any compensation for its commitment 
to, or participation in, the Credit Facilities except as expressly set forth in the Term Sheets or the 
Fee Letter, or as otherwise agreed to and offered by the Lead Arranger. 

The Borrower hereby represents and covenants that all information and data concerning the 
Borrower, its subsidiaries, and the transactions contemplated hereby (the “Enformation”), other 
than any projections or forward looking statements (the “Broiections”) (for which the Borrower 
makes the representations and covenants in the next sentence), that have been or will be prepared 
by or on behalf of the Borrower or any of its representatives and that have been made or will be 
made available to the L,ead Arranger, CoBank or any other Lenders by the Borrower or any of its 
representatives in  connection with the transactions contemplated hereby, when talcen as a whole, 
will be correct in all material respects and will not contain any untrue statement of a material fact 
or omit to state a material fact necessary in order to make the statements contained therein not 
materially misleading in light of the circumstances under which such statements are made. The 
Borrower hereby represents and warrants that all Projections that have been or will be prepared 
by or on behalf of the Borrower or any of its representatives and that have been or will be made 
available to the Lead Arranger, CoBank or the other Lenders by the Borrower or any of its 
representatives in connection with the transactions contemplated hereby, will be or have been 
prepared in good faith based on reasonable assuniptions. The Borrower agrees to supplement the 
Infomation from time to time until the closing of the Credit Facilities so that the representations 
and covenants in the preceding sentences remain correct in all mateiial respects. In arranging the 
Credit Facilities on a best efforts basis, including the syndication of the Credit Facilities 
hereunder, the Lead Arranger will be using and relying primarily on the Information without 
independent verification thereof. 

The L,ead Arranger agrees to keep strictly confidential, and not to publish, use, disclose or 
otherwise divulge to anyone (and to cause its officers, directors, employees, agents and 
representatives to keep strictly confidential, and not to publish, use, disclose or otherwise divulge 
to anyone) the Information (including the Projections), except that the L,ead Arranger shall be 
permitted to disclose Information (including the Projections) (i) to such of its officers, directors, 
elnployees, agents and representatives as need to know such Information in connection with its 
evaluation of its participation in the financing; (ii) to any potential Lender or participant, its 
officers, directors, employees, agents and representatives in connection with the syndication of 
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the Credit Facilties hereunder (provided, that such potential Lender or participant is bound by 
substantially similar written confidentiality provisions); (iii) to the extent required by applicable 
laws and regulations or by any subpoena or similar legal process, in which event the Lead 
Arranger will inform the Borrower promptly thereof in order to allow the Borrower to contest 
such disclosure; (iv) to the extent requested by any banlung or regulatory authority, in which 
event the Lead Arranger will inform the Borrower promptly thereof in order to allow the 
Borrower to contest such disclosme; (v) to the extent such Information (A) becomes publicly 
available other than as a result of a breach of this agreement or any other agreement to which 
CoBank 01 the Lead Arranger are party, (€3) becomes available to the L,ead Arranger on a non- 
confidential basis from a source other than the Borrower or its representatives and such source is 
not known by CoBank or the L,ead Arranger, after consultation with the Borrower, to not have 
the right to disclose such Information, (C) was available to the Lead Arranger on a non- 
confidential basis prior to its disclosure to the L,ead Arranger by the Boi-rower or its 
representatives and such source was not known by CoBanlc or the Lead Arranger, after 
consultation with the Borrower, to not have the right to disclose such Information; (vi) to the 
extent the Borrower shall have consented to such disclosure in writing; or (vii) in connection 
with any legal proceedings between or among the Lead Arranger, CoBank, any other Lender, 
any participant, the Borrower, any of the Borrower’s subsidiaries or any of the Borrower’s 
affiliates, in which event, if CoBanlc or the Lead Arranger knows of such legal proceedings, the 
Lead Arranger will inform the Borrower promptly thereof. CoBank hereby notifies the 
Borrower that pursuant to the requirements of the USA Patriot Act, Title 
107-56 (signed into ]law October 26, 2001) (the “Patriot Act”), it and its affiliates are 
required to obtain, verify and record information that identifies the Borrower, which 
information includes the name, address, tax identification number and other information 
regarding the Borrower that will1 allow CoBank to identify the Borrower in accordance 
with the Patriot Act. This notice is given in accordance with the requirements of the 
Patriot Act and is effective for CoBank and its affiliates. 

The L,ead Ananger’s best efforts undertakings described herein are further subject to (a) its 
completion of, and its satisfaction in all material respects with the results of, its due diligence 
investigation with respect to the business, assets, operations, financial condition, prospects and 
material agreements of the Borrower and its subsidiaries, (b) there not occun-ing or becoming 
known to the Lead Arranger since December 3 1, 201 0 any material adverse condition or material 
adverse change in or affecting the actual or prospective business, assets, operations, financial 
condition, prospects or contractual arrangements of the Borrower, its subsidiaries or the 
transactions contemplated hereby, (c) its not becoming aware after the date hereof of any event 
or circumstance affecting the Borrower, its subsidiaries or the transactions contemplated hereby 
that is inconsistent in a material and adverse manner with information disclosed to the Lead 
Arranger by the Boi-rower or any of its representatives prior to the date hereof, (d) there not 
having occurred a material disruption of or material adverse change in financial, banlung or 
capital market conditions that, in the Lead Arranger’s commercially reasonable judgment, would 
not reasonably be expected to materially impair the syndication of the Credit Facilities, (e) its 
satisfaction that prior to and during the syndication of the Credit Facilities hereunder there shall 
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be no competing offering, placement or arrangement of any debt securities or bark financing by 
or on behalf of the Borrower or any subsidiary thereof that in the Lead Arranger’s opinion would 
adversely affect the financing contemplated hereby, and (f) the other conditions set forth or 
referred to in the Term Sheets. 

The Borrower agrees (a) to indemnify and hold harmless the Lead Arranger, CoBank, the other 
Lenders, their affiliates and their respective officers, directors, employees, advisors and agents 
(each, an “Indemnified Person”) from and against any and all losses, claims, damages and 
liabilities to which any such Indemnified Person may become subject arising out of or in 
connection with this Mandate Letter, the Fee L,etter, the Credit Facilities, the transactions 
contemplated hereby and thereby, regardless of whether any Indemnified Person is a party 
thereto, and to reimburse each Indemnified Person upon demand for any reasonable legal or 
other expenses incurred in connection with investigating or defending any of the foregoing, 
provided that the foregoing indemnity will not, as to any Indemnified Person, apply to losses, 
claims, damages, liabilities or related expenses to the extent they are found by a final, non- 
appealable judgment of a court to arise from willful misconduct, gross negligence or a bad faith 
breach of this Mandate Letter (it being understood that the violation by the Lead Arranger, 
CoBanlc or any other L,ender of an applicable law or regulation shall constitute gross negligence) 
of such Indemnified Person and (b) to reimburse the L,ead Arranger, CoBank and the other 
Lenders and their affiliates on demand for all out-of-pocket expenses (including due diligence 
expenses, syndication expenses, travel expenses, and reasonable fees, charges and disbursements 
of counsel) incurred in connection with the Credit Facilities and any related documentation 
(including, without limitation, this Mandate Letter, the Fee Letter and the definitive financing 
documentation) as provided in the Fee Letter or the administration, amendment, modification or 
waiver thereof. No Indemnified Person shall be liable for ally special, indirect, consequential or 
punitive damages in connection with its activities related to the Credit Facilities. 

The Borrower acknowledges that CoBank (in its individual capacity and as Lead Arranger) may 
be providing debt financing, equity capital or other services (including financial advisory 
services) to other companies in respect of which the Borrower may have conflicting interests 
regarding the transactions described herein and otherwise. CoBank (in its individual capacity 
and as Lead Arranger) will not use confidential information obtained from the Borrower by 
virtue of the transactions contemplated by this Mandate Letter or its other relationships with the 
Borrower in connection with the performance by it of services for, or other uses on behalf of, 
other companies, and CoBank (in its individual capacity and as Lead Arranger) will not furnish 
any such information to other companies. The Borrower also acknowledges that CoBank (in its 
individual capacity and as Lead Arranger) has no obligation to use in connection with the 
transactions contemplated by this Mandate Letter, or to furnish to the Borrower, confidential 
information obtained by CoBanlc from other companies. 

This Mandate Letter and the Fee Letter shall not be assignable by the Borrower without the prior 
written consent of the Lead Arranger (and any purported assignment without such consent shall 
be null and void), are intended to be solely for the benefit of the parties hereto (and Indemnified 
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Persons) and are not intended to confer any benefits upon, or create any rights in favor of, any 
person other than the parties hereto (and Indemnified Persons). This Mandate L,etter and the Fee 
Letter may not be amended or waived except by an instrument in writing signed by the Borrower 
and the Lead Arranger. This Mandate Letter and the Fee Letter may be executed in any number 
of counterparts, each of which shall be an original, and all of which, when taken together, shall 
constitute one agreement. Delivery of an executed signature page of this Mandate Letter and the 
Fee Letter by facsimile transmission shall be effective as delivery of a manually executed 
counterpart hereof. This Mandate L,etter and the Fee Letter are the only agreements that have 
been entered into among the parties hereto with respect to the best efforts arrangement and 
syndication of the Credit Facilities hereunder and set forth the entire understanding of the parties 
with respect thereto. This Mandate Letter and the Fee L,etter shall be governed by, and construed 
in accordance with, the laws of the State of New York. 

This Mandate Letter is delivered to the BoIrower on the understanding that neither this Mandate 
Letter nor the Fee L,etter nor any of their terms or substance shall be disclosed, directly or 
indirectly, to any other person except (a) to the Borrower’s officers, agents and advisors who are 
directly involved in the consideration of this matter or (b) as may be compelled in a judicial or 
administrative proceeding or as otherwise required by law (in which case the Borrower agrees to 
inform the Lead Arranger promptly thereof). 

The reimbursement, indemnification and confidentiality provisions contained herein and in the 
Fee Letter shall remain in full force and effect regardless of whether definitive financing 
documentation shall be executed and delivered and notwithstanding the termination of this 
Mandate Letter; provided that the Borrower’s indemnification and reimbursement obligations 
under this Mandate Letter shall automatically terminate and be superseded by the provisions of 
the definitive documentation relating to the Credit Facilities upon execution of such definitive 
documentation relating to the Credit Facilities (the “Closing Date”). 

If the foregoing correctly sets forth the agreement between the parties hereto, please indicate the 
Borrower’s acceptance of the terms of this Mandate Letter and the Fee Letter by returning to 
CoBank executed counterparts hereof and of the Fee Letter no later than 4:OO p.m. Central 
Standard Time on January 20, 2012. The L,ead Arranger’s best efforts undertakings contained 
herein will expire at such time in the event the Lead Arranger has not received such executed 
counterparts and fees in accordance with the immediately preceding sentence. In the event that 
the Closing Date does not occur on or before April lSth, 2012, then this Mandate L,etter and the 
Lead h a n g e r ’ s  best efforts undertakings hereunder shall automatically terminate unless the 
parties hereto shall, in their discretion, agree to an extension. 
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We are pleased to have been given the oppomiiiity to assist the Borrower in connection with this 
important financing. 

Very truly yours, 

COBANK, ACR 

By: -. 

Name: 
Title: 

Accepted and agreed to 
as of January 20,201 2: 

RIG RIVERS ENERGY COWOHaATION 
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N 5500 South Quebec Street 
Greenwood Village, CO 801 ‘1 1 

Phone: (303) 740-4187 
Fax: (303) 796-1407 

January 12,2012 

Mr. Mark Bailey 
President and Chief Executive Officer 
Big Rivers Electric Corporation 
P.O. Box 24 
Henderson, KY 42419-0024 

RE: $225,000,000 Credit Facilities 

Dear Mr. Bailey: 

Reference is made to that certain letter agreement and attached Term L,oan Facility Summary of 
Indicative Terms and Conditions (the “Term Facility Term Sheet”), and the attached Revolving 
Facility Summary of Indicative Terms and Conditions (the “Revolving Facilitv Term Sheet”, 
together the “Term Sheets”); the letter agreement and the Term Sheets are collectively referred 
to herein as, the “Mandate Letter”) of even date herewith from CoBank, ACB (“CoBank”) to 
Big Rivers Electric Corporation (the “Borrower”). Terms defined or used in the Mandate Letter 
shall have the same respective defined meanings when used herein. This letter is the ‘‘& 
- Letter” referred to in the Mandate Letter. 

By its signature below and in consideration of the best efforts undertakings and other agreements 
set forth in the Mandate Letter, the Borrower agrees to pay the following non-refundable fees: 

1. An arrangement fee equal to 0.200% multiplied by the total amount of the Term Loan 
L,oan Facility plus the Revolving Facility (together, the “Credit Facilities”) to be paid on 
the Closing Date solely to CoBank in its capacity as Lead Arranger; and 

2. Upfront fees to be paid on the Closing Date to all of the financial institutions and 
investors (including CoBank) that commit to the Term L,oan. IJpfront fees will be 
determined based on commitment size and paid on allocations. Please be advised that 
upfront fees are subject to current market conditions. We estimate that upfront fees will 
range from O.lSO% to 0.250% multiplied by the total amount of the Credit Facilities. 

All other fees connected with this transaction are as described in the Mandate Letter. All closing 
costs, including reasonable outside legal fees, will be for the account of the Borrower and are 
payable by the Borrower, regardless of whether the transactions described in the Mandate Letter 
close. The Borrower will pay such closing costs upon the earlier of (i) the closing of the Credit 
Facilities and (ii) thirty days after the invoicing of such closing costs. 

The above fees and costs (and any portion thereof) will be due as provided herein and will be 
fully earned upon payment and will not be refundable or rebatable by reason of repayment, 
prepayment, acceleration upon event of default under the Term Loan or any other circumstance, 
and will survive any termination of either of the Credit Facilities. 
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This Fee Letter is delivered to the Borrower on the understanding that neither this Fee L,etter nor 
the Mandate Letter nor any of their terms or substance shall be disclosed, directly or indirectly, 
to any other person except as provided in the Mandate Letter. 

Very truly yours, 

COBAM,  ACB 

By: 
Name: 
Title: 

Accepted and agreed to 
as of JanuaryZO. 2012: 

BIG RIVERS ELECTRIC COWB. 

By: 
N-&& Mark. B1: B a i l e y  
Title: President CT CEO 
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MANDATE VERSION 
.CCFLYL I t  C*1\N,C,,D :c,,h‘illcll 

BIG W E R S  ELECT e COWIPOMTION 
$175,000,000 SENIOR SECURED TERM LOAN 

Summary of Indicative Terms and Conditions 

January 12,2012 

Confidential 

This docuihent is not meani””tz be, nor shall be construed as, either a binding commiiment or an attempt to define all tenns and 
conditions of the transaction described herein. This Summary of indicative Terms and Gonditions (this “Tern1 Sheet”) represents 
a proposal which we may be willing to recommend for  approval to senior management, provided that, among other things, all 
due diligence deemed necessary is completed to our satisfaction. The tenns and conditions outlined herein are not intended to be 
all inclusive, but rather set forth a general fiamework froin which a mutually satisfactory transaction may be structured. Any 
such financing would be subject to negotiation of definitive documentation, appropriate due diligence, signing of a conzmimient 
letter and final credit approval. 

Borrower: 

Administrative Agent. 
Lead Arranger and 
Bookrunner: 

Lenders: 

Term Loan Facility: 

Use of Proceeds: 

Closing Date: 

Availability: 

MaturityDtepayrnents: 

Security: 

Big Rivers Electric Corporation (the “Company” or the “Borrower”). 

CoBank, ACB 

A syndicate of Farm Credit System financial institutions arranged by the Lead 
Arranger and acceptable to the Borrower 

Up to $175 million in a single-advance senior secured term loan (the ‘‘m 
-7. The total aggregate amount of the Term Loan may be increased by up 
to $SO,OOO,OOO on or prior to the closing subject to mutual agreement of the 
Lead Arranger and the Borrower. 

The proceeds of the Term Loan are to be used for debt refinancing and for 
capital expenditures. 

The date of execution and delivery of definitive loan documentation, to occur 
on or before April 15,2012 (‘‘Closing Date”). 

Upon satisfaction of the Conditions Precedent to Closing, the Loan shall be 
made available in one single advance (the “Advance”) made on the Closing 
Date. 

The Term Loan will be repaid over a period of up to 20 years with 
approximately level quarterly payments of principal and interest on the last 
Banking Day (to be defined) of each March, June, September, and December. 
The first payment will be due on June 30, 2012 and the final principal 
payment will be due on March 3 1,2032. 

The promissory notes evidencing the Term Loan will, on or prior to the date 
of the Advance, be issued and secured under the Company’s Indenture dated 
July 1, 2009 between the Company and U.S. Bank N.A. (as amended from 
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time to time, the “Indenture”) and be secured by a statutory first lien on all 
equity in CoBank held by the Company. 

Interest Rates: The Company may choose from among the following three interest rate 
options: 

LIBOR (London Interbank Offered Rate): At a rate per annum 
equal to the L B O R  Rate plus the applicable LIBOR Margin (as 
defined below). Under this option: (1) rates may be fixed for periods 
of 1, 2, 3, or 6 months (and 9 or 12 months, if available from all 
Lenders) (an “Interest Period”); (2) rates may be fixed on balances of 
no less than $1,000,000 at any one time; and (3) the maximum 
number of balances that may be subject to this option at any one time 
shall be ten. LIBOR loans will be made subject to availability. 
“LBOR Rate” shall mean, for any Interest Period the interest rate per 
annum (rounded upwards to the nearest 1/100th of 1%) determined by 
dividing (i) the rate of interest at which deposits in TJ.S. dollars for 
such Interest Period are offered (based on information presented by 
Bloomberg as quoted by the British Bankers’ Association as of 11:OO 
a.m. (London time) two Banking Days prior to the first day of such 
Interest Period) by (ii) a number equal to 1.00 minus the Reserve 
Percentage. “Reserve Percentage” shall mean, with respect to the 
applicable Lender only, for any Interest Period during which such 
Lender, as determined in its sole discretion, is subject to a Reserve 
Percentage, the aggregate (but without duplication) of the rates 
(expressed as a decimal fraction) of reserve requirements in effect on 
the day which is two Banking Days prior to the beginning of such 
Interest Period for Eurocurrency funding (currently referred to as 
‘‘EurocurrencY Liabilities” in Regulation D of such Board) which are 
required to be maintained by a member bank of the Federal Reserve 
System (including, without limitation, basic, supplemental, marginal 
and emergency reserves under any regulations of the Board of 
Governors of the Federal Reserve System or other Governmental 
Authority having jurisdiction with respect thereto, as now and from 
time to time in effect). New LIBOR Rate Loans will not be available 
during the continuance of a default. For any Interest Period during 
which a Lender is not subject to a Reserve Percentage, the Reserve 
Percentage shall be equal to zero for such Lender. This option will 
be available for up to three years from the Closing Date. 

Base Rate: At a rate per annum equal to the Base Rate plus the 
applicable Base Rate Margin (as defined below). “Base Rate” means, 
for any day, the rate per annum announced by CoBanlc on the first 
Banking Day of each week as the higher of (A) 1.00% greater than 
one-month LIBOR or (B) the prime rate (“Prime Rate”) as published 
from time to time in the Eastern Edition of the Wall Street Journal as 
the average primary lending rate for seventy percent (70%) of the 
United States’ ten largest banks, or if the Wall Street Journal shall 
cease publication or cease publishing the Prime Rate on a regular 
basis, such other regularly published average prime rate applicable to 
such commercial banks as is acceptable to the Lender(s) in their 
reasonable discretion. Solely for the purpose of the definition of “Base 
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Rate”, “LIBOR’ shall mean the one (1) month rate (rounded upward 
to the nearest M O O  of 1%) as quoted by the British Bankers 
Association at 1 1 :00 a.m. London time and published by Bloomberg, 
on the first Banking Day of the week applicable to Borrower’s 
election o f  the Base Rate. 

Level 
1 

Quoted Fixed Rate: At a fixed annual interest rate to be established 
by CoBank in its sole and absolute discretion (the “Ouoted Fixed w’). Under this option, rates may be fixed for such periods as may 
be requested by the Company (each a “Quoted Fixed Period”) subject 
to CoBank’s approval, provided that (1) such Quoted Fixed Period 
does not extend beyond the final maturity of the Term Loan; (2) the 
Quoted Fixed Period must expire on a Banking Day; (3) the minimum 
Quoted Fixed Period is 180 days; (4) amounts fixed shall be in 
multiples of $10 million; (5) the maximum number of balances that 
may be subject to this option at any one time shall be five. 

Base 
S&P Moody’s Fitch LKBOR Rate 

Rating Rating Rating Margin Margin 
LA- >A- >A- 1.300% 0.300% 

Interest on any L.oan bearing interest at L,IBOR, the Quoted Fixed Rate, or 
Base Rate when Base Rate is based on one-month LJBOR will be calculated 
on the actual number of days elapsed on the basis o f  a year consisting o f  360 
days. Interest on any Loan bearing interest at Base Rate when Base Rate is 
based on Prime Rate will be calculated on the actual number of days elapsed 
on the basis of 36Y366-day year. Interest on Base Rate Loans shall be 
payable quarterly in arrears 011 the last Banking Day of each quarter and at 
final maturity. Interest on Loans bearing interest at LIBOR shall be payable in 
arrears on the last day of each Interest Period (and on each three-month 
anniversary of the date o€ the incurrence of a LIBOR borrowing if an Interest 
Period is longer than three months). 

Applicable Margins 
and Fees: 

The pricing grid below shall be applicable for margins as determined by the 
Borrower’s senior secured debt rating from Standard & Poor’s (‘‘S&p)’), 
Moody’s Investors Services (“Moodv’s”), and Fitch, Inc. (”w’). 
Applicable Margin: 

I 1 I 1 I i 

In the event that there is a rating by each of the Rating Agencies and there is a 
split rating, (a) if two of the three ratings are the same, then such rating will 
apply and (b) if none of the ratings are the same, the middle rating will apply. 
In the event that there is a credit rating by only two of S&P, Moody’s or Fitch 
(the “Rating Agencies”) and there is a split rating, the Applicable Margin and 
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IJnused Commitment Fee shall be at the level corresponding to the higher 
rating. In the event that there is only one credit rating that rating should be 
used. If there are no credit ratings from any of the Rating Agencies then 
pricing level 6 from the table above shall apply. If the Company does not 
have a secured credit rating, then if the Company has an issuer credit rating or 
a senior unsecured credit rating, without credit enhancement, then the level 
immediately above the level corresponding to such unsecured rating will 
apply. 

Yield Protection: The credit documentation shall contain customary provisions (i) protecting the 
Lenders against increased costs or loss of yield resulting from changes in 
reserve, tax, capital adequacy and other requirements of law (including, 
without limitation, the Dodd-Frank Wall Street Reform and Consumer 
Protection Act and any requests, rules, guidelines or directives thereunder, 
which shall be deemed to have gone into effect after the Closing Date 
regardless of the actual date of enactment, adoption or issuance) and from the 
imposition of or changes in withholding or other taxes and (ii) indemnifying 
the Lenders for “breakage costs” incurred in connection with, among other 
things, any prepayment of a LIBOR Rate loan or Quoted Fixed Rate loan on a 
day other than the last day of an interest period with respect thereto. 

The Company agrees to pay the Administrative Agent, for the ratable benefit 
of the Lenders, a surcharge (the “Prepavment Surcharge”) on any prepayment 
of a Quoted Fixed Rate or LIBOR balance equal to the present value of the 
sum of CoBank’s funding losses (if any) plus a per annum yield of !h of 1% 
on the fixed rate balance being prepaid (calculated through the balance of the 
fixed rate period). 

Default Interest Rate: During an event of default, all outstanding amounts under the Term Loan will 
bear interest at 2% per annum over the rates otherwise in effect. During the 
continuation of a default or event of default, LIBOR Rate and Quoted Fixed 
Rate loans shall not be available. 

Voluntary 
Prepayments: 

Mandatory 
Prepayments: 

The Company may prepay all or any portion of the Term L,oan on one 
Banking Day’s prior written notice for portions bearing interest at the Variable 
Rate or on five Banking Day’s prior written notice for portions bearing 
interest at the LLBOR Rate or Quoted Fixed Rate options, subject to Yield 
Protection. 

Voluntary prepayments of the Term Loan may be applied ratably or in inverse 
order of maturity, at the request of the Company, and may not be reborrowed. 

Mandatory prepayment provisions will be usual and customary for 
transactions of this type, including without limitation, the Company shall 
cease to be a generation and transmission cooperative of which a majority of 
the voting control is owned by rural electric distribution cooperatives. 

Mandatory prepayments of the Term Loan will be applied in inverse order of 
maturity and may not be reborrowed. 

Financial Reporting: The Company will furnish, or will cause to be furnished, to the Administrative 
Agent: 

-- 
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(i) Within 120 days after the close of each fiscal year occurring during 
the term of the Term Loan, audited financial statements of the 
Company on a consolidated basis prepared in accordance with G A M  
consistently applied. Such financial statements shall be from a 
nationally recognized independent certified public accountant and be 
accompanied by an opinion that the financial statements present 
fairly, in all material respects, the financial position of the Company 
and results of its operations; and be prepared in reasonable detail and 
in comparative form; 

(ii) Within 60 days after the close of the l", 2nd and 3rd fiscal quarter, an 
unaudited consolidated balance sheet of the Company and an 
unaudited consolidated statement of operations prepared in 
accordance with GAAP consistently applied except for normal year 
end adjustments and the absence of footnotes; 

(iii) Within 90 days after the beginning of each fiscal year, annual budgets 
and forecasts of operations for the Company and its subsidiaries for 
the ensuing year and for an additional two year period; 

(iv) Promptly upon its being filed with the RUS, the RUS Financial and 
Operating Report (Form 12a or equivalent replacement thereof); 

(v) A compliance certificate, to accompany the delivery of the year-end 
audited financial statements and quarterly consolidated balance sheet 
and consolidated statement of operations, signed by the Company's 
chief financial officer (or other officer of the Company acceptable to 
the Administrative Agent), demonstrating compliance with the terms 
and conditions and stating that no default or event of default under 
the Term Facility has occurred and is continuing. Each certificate 
delivered with the annual financials shall include the calculation of 
the Company's Margin for Interest Ratio (as defined in the Indenture) 
and shall set forth the Company's credit ratings from each racing 
agency that has issued a credit rating on the Company; 

(vi) Other reports as reasonably requested. 

Financial Covenants: The Company agrees to comply with Section 13.14 of its Indenture. 

Affirmative & Usual and customary for transactions of this type with appropriate 
Negative Covenants: qualifications as to materiality and material adverse effect, to include: 

(i) delivery of government reports and notices of material adverse change, 
default, litigation and governmental and environmental proceedings, and 
notices relating to wholesale power contracts with the Company's members; 
(ii) compliance with laws (including environmental laws and ERISA matters) 
and the Indenture, the wholesale power contracts with the Company's 
members, and the smelter contracts; (iii) use of proceeds, (iv) granting to 
CoBank the right to inspect books and records; (v) limitations on liens on the 
Trust Estate other than those permitted by the Indenture, (vi) no distributions 
except as permitted under the Indenture, and (vii) no changes to the wholesale 
power contracts with the Company's members, and the smelter contracts other 
than those changes that could not reasonably be expected to have a material 
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adverse effect. 

Representations The definitive credit documentation will contain representations and 
and Warranties: warranties consistent with those customarily found in similar financings with 

appropriate qualifications as to materiality and material adverse effect, 
including, without limitation, corporate organization and power, compliance 
with laws and organizational documents, obtaining of government approvals 
and permits, payment of taxes, authorization and enforceability of the credit 
documents, ERISA matters, Indenture matters, absence of material adverse 
change as of the Closing Date, absence of litigation as of the Closing Date, 
absence of default, title to assets, listing of subsidiaries, affiliates and 
members, compliance with Investment Company Act and margin regulations, 
insurance, solvency, environmental matters as of the Closing Date, full and 
accurate disclosure, a listing of indebtedness as of the Closing Date, and a 
listing of the wholesale power contracts with the Company's members arid 
smelter contracts, and validity and effectiveness thereof. 

Conditions Precedent 
to Closing: 

The Closing of the Term Loan will be subject to satisfaction of the conditions 
precedent deemed appropriate by the Lead Arranger, including, but not limited 
to, the following: 

(i) The negotiation, execution and delivery of definitive documentation 
(including, without limitation, satisfactory legal opinions, corporate 
formation and authority documents, solvency certificate and other 
customary closing documents for the Term Loan satisfactory to the 
Administrative Agent and the Lenders; 

(ii) The L,enders shall be satisfied that there shall not have occurred a 
material adverse change since the date of Company's last audited 
financial statements in the business, assets, liabilities (actual or 
contingent), operations, condition (financial or otherwise) of the 
Company and its subsidiaries taken as a whole; 

(iii) Receipt and satisfactory review by the Administrative Agent and the 
Lenders of such financial information and projections regarding the 
Company and its subsidiaries as they may reasonably request; 

(iv) CoBank shall have received a copy with adequate time to review all 
Supplemental Indentures and amendments to the Indenture certified 
by the Company; 

(v) Payment of all fees and expenses required to be paid on or before 
Closing; 

(vi) The absence of material litigation, subject to certain exceptions, if 
any, previously disclosed to the Lenders; 

(vii) The Borrower shall be in compliance with all existing material 
financial obligations; 

(viii) No default or event of default shall have occurred and be continuing; 
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Receipt of necessary governmental and third party approvals; 

All representations and warranties are true and correct in all material 
respects; 

No member shall have terminated or contested in writing the validity 
or enforceability of the wholesale power contracts or, after any 
applicable grace period, failed to make any payment thereunder; 

A written request for such loan has been submitted to CoBank; 

(xiii) The Company shall have delivered to the Administrative Agent one 
or more promissory notes in an aggregaie principal amount equal to 
the Term Loan and such notes shall have been authenticated pursuant 
to the terms of the Indenture such that the Term L,oan shall be 
secured thereunder; and 

(xiv) The Company shall have delivered such other documents, certificates 
and authorizations as the Administrative Agent shall require. 

Events of Default: Events of default under the Term Loan shall include (subject to customary 
cure periods and materiality qualifiers) (i) the events of default under the 
Indenture, (ii) covenant violations (including a violation of covenants 
hereunder and in the Indenture), (iii) breach or termination of the wholesale 
power contracts or smelter contracts representing more than 20% of the 
Company’s revenues in the prior fiscal year, and (iv) cross-default to all 
indebtedness owed by the Company to CoBank. 

Expenses and 
Indemnification: 

The Company will indemnify the Lead Arranger, Administrative Agent and 
each Lender against all losses, liabilities, claims, damages, or expenses 
relative to the Term Loan or the use of loan proceeds. All reasonable costs 
and expenses incurred by the Lead Arranger, Administrative Agent and each 
Lender in connection with this transaction including, without limitation, all 
legal fees and expenses for Lead Arranger’s legal counsel, shall be paid by the 
Company, whether os not the Term Loan closes. 

Assignments 6r 
Participations: 

If applicable, each Lender will be permitted to make assignments in 
acceptable minimum amounts ($5 million) to other financial institutions 
approved by the Company (so long as no event of default under the Term 
Loan or any incipient default has occurred and is continuing) and the 
Administrative Agent, which approval shall not be unreasonably withheld; 
provided, however, that the approval of the Company and the Administrative 
Agent shall not be required in connection with assignments to other Lender(s), 
to any affiliate of a L,ender. An assignment fee of $3,500 shall be payable by 
the Lender to the applicable Administrative Agent upon the effectiveness of 
any such assignment (including, but not limited to, an assignment by a Lender 
to another Lender). 

If applicable, Lenders will be permitted to sell participations with voting rights 
limited to significant matters such as changes in amount, interest rate, and 
expiration date. Participations will not require Company approval. 
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Requisite Lender 
Voting: 

Capitalization: 

Waiver of Jury Trial: 

Confidentiality: 

Term Sheet 
Expiration: 

Lender's Counsel: 

Governing Law: 

Any bank that is a member of the Farm Credit System that has purchased a 
participation in the minimum amount of $5 million on or after the Effective 
Date shall be entitled to vote (and the voting rights of the selling Lender shall 
be correspondingly reduced), on a dollar for dollar basis, as if such participant 
were a Lender, on any matter requiring or allowing a L,ender to provide or 
withhold its consent, or otherwise vote on any proposed action. 
Notwithstanding the foregoing, notes issued to the Lenders under the 
Indenture shall be transferred and assigned in accordance with the provisions 
of the Company's Indenture. 

If applicable, amendments and waivers o i  the provisions of the loan agreement 
and other definitive credit documentation (other than the Notes, the Indenture 
and the Supplemental Indenture authorizing the Notes) will require the 
approval of at least two Lenders and/or Voting Participants holding loans and 
commitments representing more than 50% of the aggregate amount o i  loans 
and commitments under the Term Loan, except that the consent of all Lenders 
affected thereby shall be required with respect to (i) increases in the 
commitment of any Lender, (ii) reductions of interest or fees, and (iii) 
extensions of scheduled maturities or times for fees. 

The Term Loan will be capitalized in accordance with CoBank's respective 
bylaws and its capital plans. As such the Company will be eligible for 
patronage refunds on the portion held by CoBank and other institutions which 
pay patronage. CoBank reserves the right to sell participations on a non- 
patronage basis. 

The parties will waive any rights to a trial by jury in respect of any litigation 
arising out of or in connection with this financing. 

This proposal is delivered on the understanding that it or the substance of it 
shall not be disclosed, directly or indirectly, to any other person, except your 
owners and your employees, agents or advisors who are directly involved in 
consideration of this matter, the Kentucky Public Service Commission and 
others participating in the Kentucky Public Service Commission proceedings, 
or as may be required by law. 

This Term Sheet and its contents will cease to be valid unless agreed to in 
writing prior to January 20,2012. 

Latham & Watkins 

State of New York. 
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MANDATE VERSION 
COIIILCLTIIL C C I W L C I ~ O  r o , . r w * r c  

BIG RIVERS ELECTRIC C O ~ ~ R ~ ~ ~ ~ ~  

$50,000,000 SENIOR UNSECUWED REVOLVING FACILITY 

Summary of Indicative Terms and Conditions 

January 12,2012 

Confidential 

This docunient is not meant to be, itor shall it be constiued as, either a biridiiig coniniitnieiit or an attempt to define all terms and 
conditions of the transaction described herein. This Sumniaiy of Indicative Ternis arid Conditions (this “Tenn Sheet”) represents 
a proposal which we may be willing to recommend for approval to senior management, provided that, ainong other things, all 
due diligence deemed necessary is conipleted to our satisfaction. The teniis and conditions outlined herein are not intended to be 
all iiiclusive, but rather set forth n general framework from which a mutually satisfnctoiy transaction may be structured. Any 
sucli financing would be subject to negotiation of definitive documentation, appropriate due diligence, signing of a commitment 
letter and final credit approval 

Borrower: 

Administrative Agent. 
Lead Arranger and 
Bookrunner: 

Lenders: 

Revolving Facility: 

Use of Proceeds: 

Closing Date: 

Expiration Date: 

Security: 

Availability: 

Big Rivers Electric Corporation (the “Companv” or the “Borrower”). 

CoBank, ACB 

A syndicate of F m  Credit System financial institutions arranged by the Lead 
Arranger and acceptable to the Borrower 

A $50 million five-year senior unsecured revolving credit facility (the 
“Revolvinp. Facilitv” and each loan a ‘‘W’), which will include a $10 
million sublimit available for the issuance of standby letters of credit (each 
an “E’) by the L/C Issuer. 

The proceeds of the Revolving Facility may be used for working capital, 
capital expenditures and other general corporate purposes, and for the 
issuance of L/Cs. 

The date of execution and delivery of deCinitive loan documentation, to occur 
on or before April 15, 2012 (“Closing Date”). 

The Revolving Facility shall terminate and all amounts outstanding shall be 
due five years after the Closing Date (the “Expiration Date”). 

The Revolving Facility will be issued on an unsecured basis, except for a 
statutory first priority lien on all equity that the Company may now or 
hereafter acquire in CoBank. Lenders, participants or assignees other than 
CoBank will not have the benefit of investments in any CoBank equities or 
other proceeds thereof or liens therein. 

Subject to commitment reductions described below, the Revolving Facility 
will be available from the Closing Date until the Banking Day (to be defined) 
immediately preceding the Expiration Date. Subject to the terms of the 
Revolving Facility, the Company may borrow, repay and reborrow. 

- 
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The borrowing amount for any advance shall not be less than $1,000,000 and 
in an aggregate amount that i s  an integral multiple of $500,000. 

Letters of Credit: L/Cs may be issued by CoBank (the “L/C Issuer”) under the Revolving 
Facility sub,ject to the customary procedures of the L./C Issuer. Each L/C will 
reduce availability under the Revolving Facility on a dollar-for-dollar basis. 
Each Lender shall purchase an irrevocable and unconditional participation in 
each L/C. L/Cs may not be issued with an expiration date on or after 30 days 
prior to the Expiration Date. TJnless otherwise agreed to by the L/C Issuer, 
L/Cs may not have an initial term of greater than 12 months, provided that 
W C s  may be renewed. 

Interlest Rates: The Company may choose from among the following two interest rate 
options: 

LIBOR (London Interbank Offered Rate): At a rate per annum 
equal to the L.IBOR Rate plus the applicable L,IBOR Margin (as 
defined below). Under this option: (1) rates may be fixed for periods 
of 1, 2, 3, or 6 months (and 9 or 12 months, if available from all 
L,enders) (an “Interest Period”); (2) rates may be fixed on balances of 
no less than $1,000,000 at any one time; and (3) the maximum 
number of balances that may be subject to this option at any one time 
shall be ten. LIBOR loans will be made subject to availability. 
“LIBOR Rate” shall mean, for any Interest Period the interest rate per 
annum (rounded upwards to the nearest 1/100th of 1%) determined 
by dividing (i) the rate of interest at which deposits in 1J.S“ dollars for 
such Interest Period are offered (based on information presented by 
Bloomberg as quoted by the British Bankers’ Association as of 11:00 
a.m. (London time) two Banking Days prior to the first day of such 
Interest Period) by (ii) a number equal to 1.00 minus the Reserve 
Percentage. “Reserve Percentage” shall mean, with respect to the 
applicable Lender only, for any Interest Period during which such 
L,ender, as determined in its sole discretion, is subject to a Reserve 
Percentage, the aggregate (but without duplication) of the rates 
(expressed as a decimal fraction) of reserve requirements in effect on 
the day which is two Banking Days prior to the beginning of such 
Interest Period for Eurocurrency funding (currently referred to as 
“Eurocurrency Liabilities” in Regulation D o i  such Board) which are 
required to be maintained by a member bank of the Federal Reserve 
System (including, without limitation, basic, supplemental, marginal 
and emergency reserves under any regulations of the Board of 
Governors of the Federal Reserve System or other Governmental 
Authority having jurisdiction with respect thereto, as now and from 
time to time in effect). For any Interest Period during which a Lender 
is not subject to a Reserve Percentage, the Reserve Percentage shall 
be equal to zero for such L,ender. New LIBOR Rate Loans will not 
be available during the continuance of a default. 

Base Rate: At a rate per annum equal to the Base Rate plus the 
applicable Base Rate Margin (as defined below). “Base Rate” means, 
for any day, the rate per annum announced by CoBank on the first 
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Banking Day of each week as the higher of (A) 1.00% greater than 
one-month LJBOR or (B) the prime rate (“Prime Rate”) as published 
from time to time in the Eastern Edition of the Wall Street Journal as 
the average primary lending rate for seventy percent (70%) of the 
United States’ ten largest banks, or if the Wall Street Journal shall 
cease publication or cease publishing the Prime Rate on a regular 
basis, such other regularly published average prime rate applicable to 
such commercial banks as is acceptable to the Lender(s) in their 
reasonable discretion. Solely for the purpose of the definition of 
“Base Rate”, “LIBOR’ shall mean the one (1) month rate (rounded 
upward to the nearest 1/100 of 1%) as quoted by the British Bankers 
Association at 11:OO a.m. London time and published by Bloomberg, 
on the first Banking Day of the week applicable to Borrower’s 
election of the Base Rate. 

Interest on any L,oan bearing interest at LIBOR or at the Base Rate when the 
Base Rate is based on one-month LlBOR will be calculated on the actual 
number of days elapsed on the basis of a year consisting of 360 days. Interest 
on any Loan bearing interest at Base Rate when the Base Rate is based on 
Prime Rate will be calculated on the basis of the actual number of days 
elapsed on the basis of a 365/366-day year. Interest on Base Rate Loans shall 
be payable quarterly in arrears by the last Banking Day of the calendar 
quarter and at final maturity. Interest on Loans bearing interest at LIBOR 
shall be payable in arrears on the last day of each Interest Period (and on each 
three-month anniversary of the date of the incurrence of a LIBOR borrowing 
if an Interest Period is longer than three months). 

Applicable Margins 
and Fees: 

The pricing grid below shall be applicable for margins and fees as 
determined by the Borrower’s issuer credit rating from Standard & Poor’s 
(‘‘W’), Moody’s Investors Services (“Moodv’s”), and Fitch, Inc. (“w’, 
together with S&P and Moody’s, the “Rating Agencies” and each 
individually, a ‘‘Rating Agency”), or if the Borrower does not have an issuer 
credit rating from a Rating Agency, then the Borrower’s senior unsecured 
non-credit enhanced credit rating from such Rating Agency: 

Applicable Margin: 
Level S&P Moody’s Fit& 

Rating Rating Rating 

1 __ >A- - >A- >A- 
2 BBB+ Baal EBB+ 
3 BBB B aa2 BBB 

I 

5 BB+ Bal BB+ 
6 cBB+ <Bal cBB+ 

LHBBR Base Facility 

Margin 
Margin Rate Fee 

1.15% 0.15% 0.150% 
1.25% 0.25% 0.175% 
1.40% 0.40% 0.200% 

1.80% 0.80% 0.400% 
2.15% 1.15% 0.600% 

If the Borrower has a senior secured debt rating, but not an issuer credit 
rating or senior unsecured, non-credit enhanced credit rating from any 
Rating Agency, for purposes of the pricing grid the issuer credit rating or 
senior, unsecured, non-credit enhanced credit rating of the Borrower from 
such Rating Agency shall be deemed to be one pricing level below the senior 
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secured debt rating from that Rating Agency. 

Facility Fee 

E/C Participation Fee: 

L/@ Fronting Fee: 

Yield Protection: 

In the event that there is a rating by each of the Rating Agencies and there is 
a split rating, (a) if two or more of the three ratings are the same, then such 
rating will apply and (b) if none of the ratings are the same, the middle rating 
will apply. In the event that there is a credit rating by only two Rating 
Agencies and there is a split rating, the applicable margin and Facility Fee 
shall be at the level corresponding to the higher rating. In the event that 
there is only one credit rating that rating should be used. If there are no 
credit ratings from any of the Rating Agencies then pricing level 6 from the 
table above shall apply. 

If as a result of any change, it is determined that a change to the applicable 
margin is warranted, then such change, if an increase, may be made at any 
time after the date of determination, and, if a decrease, shall be made not 
later than five days after written notice from the Borrower requesting the 
Administrative Agent to decrease the applicable margin. Each change in the 
applicable margin shall be applicable to all balances subject to the LIBOR 
option, including balances fixed prior to the date of the adjustment provided, 
however that changes to the existing balances shall be appIied prospectively 
only. 

The Company will be required to pay a facility fee (the “Facility Fee”) based 
on total amount of the Revolving Facility as of the end of each calendar 
quarter and on the last day of the term of the Revolving Facility, and shall be 
payable quarterly in arrears by the last Banking Day of the calendar quarter 
and on the date the Revolving Facility expires or is terminated, and shall be 
calculated on the basis of the actual number of days elapsed in a 360-day 
year. The Facility Fee shall be calculated based upon the grid set forth in the 
section of this Term Sheet addressing applicable margins and fees. 

The Company will pay each Lender a participation fee with respect to its pro 
rata participations in each L/C, which shall accrue at a rate equal to the 
applicable LIBOR Margin times the average daily amount of the L/Cs that 
are issued and outstanding. The L K  participation fee shall be payable in 
arrears on a quarterly basis by the last Banking Day of the calendar quarter. 

The Company will pay the L/C Issuer a fronting fee that shall accrue at the 
rate of 0.125% per annum on the aggregate stated amount of each L/C. The 
L K  fronting fee shall be payable on the issuance date of such L/C. 

The credit documentation shall contain customary provisions (i) protecting 
the Lenders against increased costs or loss of yield resulting from changes in 
reserve, tax, capital adequacy and other requirements of law (including, 
without limitation, the Dodd-Frank Wall Street Reform and Consumer 
Protection Act and any requests, rules, guidelines or directives thereunder, 
which shall be deemed to have gone into effect after the Closing Date 
regardless of the actual date of enactment, adoption or issuance) and from 
the imposition of or changes in withholding or other taxes and (ii) 
indemnifying the Lenders for “breakage costs” incurred in connection with, 
among other things, any prepayment of a LlBOR Rate Loan on a day other 
than the last day of an Interest Period with respect thereto. 
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Default Interest Rate: 

Mandatory 
Repayments: 

Voluntary 
Prepayments: 

Commitment 
Reductions: 

Patronage 
Capitalization: 

Conditions Precedent 
to Closing: 

The Company shall have the option to replace any Lender if such Lender 
requests compensation for increased costs due to a change in law, capital 
requirements or other circumstances set forth in the documents governing 
the Revolving Facility. (The Company would have similar rights to replace 
any defaulting lender.) 

During an event of default, all outstanding amounts under the Revolving 
Facility will bear interest at 2% per annum over the rates otherwise in effect. 
During the continuation of a default or event of default, new LIBOR Rate 
Loans shall not be available. 

Mandatory prepayment provisions will be usual and customary for 
transactions of this type, including without limitation, (i) in the event of any 
over advances in excess of the Revolving Facility commitments; and (ii) the 
Company shall cease to be a generation and transmission cooperative of 
which a majority of the voting control is owned by rural electric distribution 
cooperatives. 

The Company may on any day prepay all or any portion of the Loans 
bearing interest at the Base Rate or on three Banking Days' prior written 
notice prepay all or any portion of the Loans bearing interest at the LIBOR 
option, subject to payment of any applicable Yield Protection. Voluntary 
prepayments of the Revolving Facility will not permanently reduce the 
commitments under the Revolving Facility and may be redrawn during the 
period from the Closing Date to (but not including) the Expiration Date. 

The Company may, on ten Banking Days' prior written notice, permanently 
terminate or cancel any unused portion of the Revolving Facility provided 
that each partial reduction must be in minimum increments of $10 million or 
any whole multiple of $5 million in excess thereof. The Company shall not 
terminate or reduce the commitments of the Lenders, if, after giving effect to 
such termination or reduction, the total amount of all outstanding 
borrowings, together with (a) the aggregated undrawn amount of all 
outstanding L/Cs at any time plus (b) the aggregate amount of all W C  
disbursements that have not yet been reimbursed by or on behalf of the 
Company at such time under the Revolving Facility, would exceed the total 
reduced commitment amount. 

The portion of the Revolving Facility held by CoBank will be capitalized in 
accordance with CoBank's bylaws and its capital plan. As such, the 
Revolving Facility will be eligible for patronage refunds on the amounts 
held by CoBank and other FCS institutions that pay patronage. CoBank 
reserves the right to sell patronage and non-patronage loan participations. 

The Closing of the Revolving Facility will be subject to satisfaction of the 
conditions precedent deemed appropriate by the Lenders, including, but not 
limited to, the following: 

(i) The negotiation, execution and delivery of definitive documentation 
(including, without limitation, satisfactory legal opinions, corporate 
formation and authority documents, solvency certificate and other 
customary closing documents) for the Revolving Facility 
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satisfactory to the Administrative Agent and the L,enders; 

The Lenders shall b e  satisfied that there shall not have occurred a 
material adverse change since the date of Company’s last audited 
financial statements in the business, assets, liabilities (actual or 
contingent), operations, condition (financial or otherwise) of the 
Company and its subsidiaries talcen as a whole; 

Receipt and satisfactory review by the Administrative Agent and the 
L,enders of such financial information and projections regarding the 
Company and its subsidiaries as they may reasonably request; 

Payment of all fees and expenses required to be paid on or before 
Closing; 

The absence of material litigation, subject to certain exceptions, if 
any, previously disclosed to the Lenders; 

The Borrower shall be in compliance with all existing material 
financial obligations; 

(vii) No default or event of default shall have occurred and be continuing; 

(viii) Receipt of necessary governmental and third party approvals; and 

(ix) All representations and warranties are true and correct in all material 
respects. 

Conditions Precedent 
to Each Loan: 

Each Loan under the Revolving Facility will be subject to satisfaction of the 
following conditions precedent: (i) all representations and warranties are 
true and correct in all material respects as of the date of each loan (except 
those that expressly relate to an earlier date), (ii) no default or event of 
default under the Revolving Facility has occurred and is continuing or would 
result from such Loan; (iii) receipt of such additional documents as the L/C 
Issuer may request in connection with the issuance, amendment, extension or 
renewal of any L/C; and (iv) a written request for such Loan or L/C has been 
submitted to the Administrative Agent. 

Representations 
and Warranties: 

The definitive credit documentation will contain representations and 
warranties consistent with those customarily found in similar financings with 
appropriate qualifications as to materiality and material adverse effect, 
including, without limitation, corporate organization and power, compliance 
with laws and organizational documents, obtaining of government approvals 
and permits, payment of taxes, authorization and enforceability of the credit 
documents, ERISA matters, Indenture (as defined below) matters, absence of 
material adverse change as of the Closing Date, absence of litigation as of 
the Closing Date, absence of default, title to assets, listing of subsidiaries, 
affiliates and members, compliance with Investment Company Act and 
margin regulations, insurance, solvency, environmental matters as of the 
Closing Date, full and accurate disclosure as of the Closing Date, a listing of 
indebtedness as of the Closing Date, and a listing of wholesale power 
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contracts with the Company's members and smelter contracts, and validity 
and effectiveness thereof. "Indenture" shall refer to the Indenture, dated July 
1, 2009, between the Company and U.S. Bank N.A., as amended from time 
to time. 

Financial Reporting: The Company will furnish, or will cause to be furnished, to the 
Administrative Agent: 

(i) Within 120 days after the close of each fiscal year occurring during 
the term of the Revolving Facility, audited financial statements of 
the Company on a consolidated basis prepared in accordance with 
GAAP consistently applied. Such financial statements shall be 
from a nationally recognized independent certified public 
accountant and be accompanied by an opinion that the financial 
statements present fairly, in all material respects, the financial 
position of the Company and results of its operations; and be 
prepared in reasonable detail and in comparative form; 

(ii) Within 60 days after the close of the lst, 2"d and ?ird fiscal quarter, an 
unaudited consolidated balance sheet of the Company and an 
unaudited consolidated statement of operations prepared in 
accordance with GAAP consistently applied except for normal year 
end adjustments and the absence of footnotes; 

(iii) Within 90 days after the beginning of each fiscal year, annual 
budgets and forecasts of operations for the Company and its 
subsidiaries for the ensuing year and for an additional two year 
period; 

(iv) Promptly upon its being filed with the RUS, the RTJS Financial and 
Operating Report (Form 12a or equivalent replacement thereofl; 

(v) A compliance certificate, to accompany the delivery of the year-end 
audited financial statements and quarterly consolidated balance 
sheet and consolidated statement of operations, signed by the 
Company's chief financial officer (or other officer of the Company 
acceptable to the Administrative Agent), demonstrating compliance 
with the terms and conditions and stating that no default or event of 
default under the Revolving Facility has occurred and is continuing. 
Each certificate delivered with the annual financials shall include 
the calculation of the Company's financial ratios to demonstrate 
compliance with the Financial Covenants listed below and shall set 
forth the Company's credit ratings from each Rating Agency that 
has issued a credit rating on the Company. 

(vi) Other reports as reasonably requested. 

Financial Covenants: The following financial covenants must be maintained and calculated 
annually on a consolidated basis for the Revolving Facility: 

i. Margins for Interest Ratio of not less than 1 .10~ (as defined in the 
Company's Indenture as of the Closing Date); and 
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ii. Debt to Total Capitalization (to be defined) of not greater than 80%. 

Affirmative $: Negative Usual and customary for transactions of this type with appropriate 
Covenants: qualifications as to materiality and material adverse effect, to include: (i) 

delivery of government reports and notices of material adverse change, 
default, litigation and governmental and environmental proceedings, and 
notices relating to wholesale power contracts; (ii) compliance with laws 
(including environmental laws and ERISA matters) and the Indenture, the 
wholesale power contracts with the Company’s members, and the smelter 
contracts); (iii) payment of taxes; (iv) maintenance of property and insurance 
in accordance with the Company’s Indenture as in effect on the Closing 
Date; (v) preservation of existence and franchises necessary for the conduct 
of the Company’s business; (vi) maintenance of books and 
records/inspection rights; (vii) use of proceeds; (vi$ limitations on changes 
to nature of business, fiscal year and organizational documents in a 
materially adverse manner to the Lenders; (ix) limitations on transactions 
with affiliates other than the Company’s members, recognizing cooperative 
nature of the Borrower; (x) limitations on incurrence of other unsecured 
indebtedness in an aggregate priricipal amount in excess of $200 million; 
(xi) limitations on hedges other than hedges relating to the business of the 
Borrower; (xii) no change to wholesale power contracts with the Company’s 
members and smelter contracts that would have a material adverse effect on 
the Company’s ability to meet its obligations under the Revolving Facility or 
other indebtedness; (xi$ no distributions except as permitted under the 
Indenture as in effect on the Closing Date and (xiv) limitations on liens other 
than liens not prohibited by the Indenture as in effect on the Closing Date 
and liens not securing indebtedness. 

Events of Default: Events of default under the Revolving Facility (subject to customary cure 
periods and materiality qualifiers) shall include: nonpayment of principal, 
interest, fees or other amounts when due, payment cross-default and cross- 
acceleration default of other indebtedness; in excess of $10,000,000, 
covenant violations, judgments in excess of $10,000,000, banlcruptcy, 
insolvency, misrepresentation, certain ERISA events, actual or asserted by 
the Company invalidity of any loan document, material breach of the 
Wholesale Power Contracts with the Company’s members and smelter 
contracts in an amount representing more than 20% of the Company’s 
revenues in any fiscal year, and cross-default to all indebtedness owed by the 
Company to CoBank. 

Expenses and 
Hndemniiication: 

The Company will indemnify the Lead Arranger, Administrative Agent and 
each Lender against all losses, liabilities, claims, damages, or expenses 
relative to the Revolving Facility or the use of loan proceeds. All reasonable 
costs and expenses incurred by the Lead Arranger, Administrative Agent and 
each Lender in connection with this transaction including, without 
limitation, all legal fees and expenses for L,ead Arranger’s legal counsel, 
shall be paid by the Company, whether or not the Revolving Facility closes. 

Assignments & 
Participations: 

If applicable, each Lender will be permitted to make assignments in 
acceptable minimum amounts ($5 million) to other financial institutions 
approved by the Company (so long as no event of default under the 
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Requisite Lender 
Voting: 

Waiver of Jury Trial: 

Confidentiality: 

Term Sheet 
Expiration: 

Lender's Counsel: 

Governing Law: 

Revolving Facility or any incipient default has occurred and is continuing) 
and the Administrative Agent, which approval shall not be unreasonably 
withheld; provided, however, that the approval of the Company and the 
Administrative Agent shall not be required in connection with assignments 
to other Lender(s), to any affiliate of a Lender. An assignment fee of $3,500 
shall be payable by the L,ender to the Administrative Agent upon the 
effectiveness of any such assignment (including, but not limited to, an 
assignment by a Lender to another Lender). 

If applicable, Lender(s) will be permitted to sell participations with voting 
rights limited to significant matters such as changes in amount, interest rate, 
and expiration date. Participations will not require Company approval. 

Any bank that is a member of the Farm Credit System that has purchased a 
participation in the minimum amount of $5 million on or after the Closing 
Date shall be entitled to vote (and the voting rights of the selling Lender 
shall be correspondingly reduced), on a dollar €or dollar basis, as if such 
participant were a Lender, on any matter requiring or allowing a Lender to 
provide or withhold its consent, or otherwise vote on any proposed action. 

If applicable, amendments and waivers of the provisions of the loan 
agreement and other definitive credit documentation will require the 
approval of at least two Lenders and/or Voting Participants holding loans 
and commitments representing more than 50% of the aggregate amount of 
loans and commitments under the Revolving Facility, except that the consent 
of all Lender(s) affected thereby shall be required with respect to (i) 
increases in the commitment of any Lender, (ii) reductions of interest or 
fees, and (iii) extensions of scheduled maturities or times for payment. 

The parties will waive any rights to a trial by jury in respect of any litigation 
arising out of or in connection with this financing. 

This proposal is delivered on the understanding that it or the substance of it 
shall not be disclosed, directly or indirectly, to any other person, except your 
owners and your employees, agents or advisors who are directly involved in 
consideration of this matter, the Kentucky Public Service Commission and 
others participating in the Kentucky Public Service Commission proceedings 
or as may be required by law. 

This Term Sheet and its contents will cease to be valid unless agreed to in 
writing prior to January 20,2012. 

Latham &, Watkins 

State of New York. 
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Mr. Mark Bailey 
President and Chief Executive Officer 
Big Rivers Electric Corpoi ation 
P.O. Box 24 
Henderson. ICY 42419-0024 

RE: Limited waiver of Section §.09(C) of that certain Revolviag Credit Agreeanent between 
Big Rivers EEecfric Corporation (‘(Big Rivers”) and QloBanzk, ACB (6‘coBESEElk’9) dated as of 
July 16, 2009 

Dear IVlr. Bailey, 

Big Rivers and C~B~anh:  are parties to that certain Revolving Credit Agreement, dated as of July 
16. 2009, as may be amended from time to time (the “Revo%vtng Credit Agreenre~t”). All 
czpi.tillized terms used herein sirdl htwe the meanings assigned to them in the Revolving Credit 
Agreernei~ Pursuant to Sectioi~ S.O‘f(C) of the Revofving <hx.+it Agreement, Rig Rivers i s  
required to rmint& a Ti-rii-ty-Fivc &/lillio~z D o k r  ($3 ~,000.~1)0) &:mitiori reserve which is to be 
utilized to offset any  costs and expenses related to a termination of a Smelter Power Contract 
(the “Transition Reserve”). Big Rivers has requested that CoBank provide a limited waiver of 
the requirement to maintain Ihe Trailsition Reserve (the ‘‘Limited Waiver”), so tliat it inay 
voluntarily prepay the RUS 2009 Proinissory Note Series A, dated as of July 16, 2009 (the “RIJS 
Note”), thereby avoiding interest expense 011 the poition of the RtJS Note being prepaid. 

To iticftice CoBarik to supply the Limited Waiver, pursuant to Section 5.06(1) of the Revolving 
Credit Agreement Big Rivers represents and warrants that: 

No event of default ctinently exists, nor would exist as the result of CoBanlc arid 
Big Rivers agreeing to, executing, delivering and iinpleineiiting the Limited Waiver aiid 
any subsequent voluntary prepayinen 1 of the RUS Note as described above, under (i) the 
Indenture, dated as of July I, 2009, by and between Big Rivers and U.S. Baiik Natiorial 
Association, as trustee. as may be amended from time to time, (ii) the Revolving Credit 
Agreement, jiii) the Amended and Consolidated Loan Contract, dated as or Jiily 16, 
2009, by and between Big Rivers arid the TJnited States of America, as may be al-tlericled 
from time to lime. or (iv) zany other material agreement or contract to wlxich Big Rivers is 
a pu-ty; and 

“claw back” such voluntary prepayments by foregoing quarterly payments under the RUS 
Note aid applying those fmds to replenish the Transition Reserve in the event that Big 
Rivers receives notice that it Smelter Power Contract is being temiiiated. 

B) The RWS Note perilnits voluntary prepayment, and Big Rivers has the ability to 

Pursuant to the terms of the Revolving Credit Ageemei~t, including without limitatiozr Sectioii 
9.631, a116 based 011 the foregoing representations, wai-ranties and agreements, CoBank hereby \ 

P::ly$&r&@* 2(J12-oo11g 
f,? r ,  i I .+.- 
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pro‘i‘ides [lie Limited Waiver of that Section 5.09(C) of the Revolving Credit Agreernent to 
permit Big Rivers to use tlie mounts in the Trmsition Reserve to make voluntxy prepayments 
on the RUS Note as described herein, subject to acceptance and peifoririance by Big Rivers of 
the following ternis. conditi o m  and restrictions : 

1. Except as otherwise set forth herein, all of the terms and povisions of the 
Revolving Credit Agreement are hereby ratified and shall remain in full force and effect. 
2. This L,iixlited Waiver shall be limited as expressly set forth herein and shall not be 
construed to be a waiver of, or obligate CoEaiik to waive any other provisioii of the 
Revolving Credit Agreement at any point in the future. 
1. In accordance with Section 9.05 of the Revolving Credit Agreement, Big Rivers 
shall pay all costs and expenses incuixd by CoBank with iespect to the negotiation, 
execution, delivery and perfoi-manre of this LBn~ited Waiver, including CoEank’s 

4. Big Rivers shdll pay all costs and expenses that it Incurs with respect to tlie 
negotiation. execution. delivery aiid perf(irnistnce of this Limited Waiver. 
5.  The Transition Reserve sliitll he used by Big Rivers only for the purpose of 
voluntarily prepaying the RUS Note. except as otherwise povi(1ed for- jii tlie Revolving 

6. Big Rivers shall (ij maintain it Traiisilion Reserve of Thirty-Five Million Dollars 
($? 5,000,~>00 1 in arcordarice with Section 5,09(C) of the Revolving Credit Agreeincnt, 
(ii) voluntarily prepay at least Tliirty-Five Million D01l~u.s ($35,000.000) 011 the RUS 
Note using the Transition Reserve, or (iii) implement a combination of (i) and (ii) above 
totaling a minimum of Thii-ty-Five Million Dollars ($15,000,000). 
7. If Big Rivers receives notice that a Sinelter Power Contract is being teminated. 
and the Transition Reserve is less than Thii ty-Five Million Dollcu-s ($35.000,000), Big 
Rivers shall -forego all imnediately following quarterly paymetits under the RUS Note. as 
allowed by the RUS Note, until such time as the Transition Reserve is fully replenished 
to Tfiirty-Five Million Dollars ($35,000,000), less any amounts that have beeii distributed 
from tlie Transition Reserve to offset costs and expenses related to termination of a 
Smelter Power Contract, at which time the Limited Waiver, immediately aiid without any 
fiirther action, shall be teiminated and of no further effect. 
8. Big Rivers shall notify CoBrrnk of any amendments or nzodifi-ications to the RUS 
Note, including, but not Iirnited to, such ainendnients or inoc1ific;ttions that would restrict 
Big Rivers’ ability to forego future quarterly payments under the RUS Note. 

atto)l.IEeyS7 fees arzd expe!?Fe.’. 

Credit /Le C ’ 1  ”’ LLmene. ’ 

Case No. 2012-00119 
Attachment for Response to KIUC 1-1 

Witness: Mark A. Hite 
Page 67 of 70 



If yoti accept this L,iinited Waiver on the teriiis offered, please sign one copy aiitl return it to me. 

I T  1S IMPORTANT THAT THIS DOCUMENT BE KEPT WITH YOUR ORdGlh'AL LOAN DOCUh/lENTATlOh'. 

Best R egxds, 

Assistant Vice Piwitlent 
CoBank, ACR 

BLG RIVERS ELIECTRPC CORPORATION 
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5500 South Quebec Street 
Greenwood Village, CO 801 11 

Phone: (303) 740-4187 
Fax: (303) 796-1407 

January 12,2012 

Mr. Mark Bailey 
President and Chief Executive Officer 
Big Rivers Electric Corporation 
P.O. Box 24 
Henderson, KY 424 19-0024 

RE: $225,000,000 Credit Facilities 

Dear Mr. Bailey: 

Reference is made to that certain letter agreement and attached Term Loan Facility Summary of 
Indicative Terms and Conditions (the “Tern Facility Term Sheet”), and the attached Revolving 
Facility Summary of Indicative Terms and Conditions (the “&YO!V~P Facilitv Term Sheet”, 
together the “Term Sheets”); the letter agreement and the Term Sheets are collectively referred 
to herein as, the “Mandate Letter’’) of even date herewith from CoBank, ACB (“Cohnk’) to 
Big Rivers Electric Corporation (the “Borrower”). Terms defined or used in the Mandate Letter 
shall have the same respective defined meanings when used herein. This letter is the “F& - Letter” referred to in the Mandate Letter. 

By its signature below and in consideration of the best efforts undertakings and other agreements 
set forth in the Mandate Letkr, the Borrower a p e s  to pay the following non-refundable fees: 

1. An arrangement fee qua l  10 0.200% multiplied by the total amount of the Term Loan 
Loan Facility plus the Revolving Facility (together, the “Credit Facilities”) to be paid on 
the Closing Date solely to CoBank in its capacity as Lead Arranger; and 

2 Upfront fees to be paid on the Closing Date to all of the financial institutions and 
investors (including CoBank) that commit to the Term Loan. Upfront fees will be 
determined based on commitment size and paid on allocations. Please be advised that 
upfront fees arc subject to current market conditions. We estimate that upfront fees will 
range from 0.150% to 0.250% multiplied by the total amount of the Credit Facilities. 

All other fees connected with this transaction are as described in the Mandate Letter. All closing 
costs, including reasonable outside legal fees, will be for the account of the Borrower and are 
payable by the Borrower, regardless of whether the transactions described in the Mandate Lxtter 
close. The Borrower will pay such closing costs upon the earlier of (i) the  closing of the Credit 
Facilities and (ii) thirty days after the invoicing of such closing costs, 

The above fees and costs (and any portion thereof) will be due as provided herein and will be 
fully earned upon payment and will not be refundable or rebatable by reason of repayment, 
prepayment, acceleration upon event of default under the Term Loan ar any other circumstance, 
and will survive any termination of either of the Credit Facilities. 
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Big Rivers Electric 
Fee Letter 

This Fec Letter is dclivcrcd to lhc Borrowcr on thc understanding that neither this Fee Lettcr nor 
the Mandate Letter nor any of their terms or substance shall bc disclosed, directly or indirectly. 
to any other pcrson cxccpt as pravidcd in the Mandate L,eller. 

Very truly yours, 

Accepted and agreed to 
as of January&?, 2012: 

BIG RIVERS ELECTRIC CORP. 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVlERS ELECTRIC CORPORATION 
FOR APPROVAL TO SSUE EVIDENCES OF INDEBTEDNESS 

CASE NO. 2012-00119 

April 23,2012 

1 Item 2) Provide a copy of call correspondence between EC and CFC 
2 regarding the transactions described in the Application. 
:-I 

4 

5 
6 

7 
8 
9 

10 

1 1  
12 

13 
14 

1s 
16 

17 

Response) Big Rivers objects to this information request on the grounds that it 
is overly broad, seeks documents that have no relevance to the relief sought by Big 
Rivers in this proceeding, and is unreasonably burdensome. For example, Big 
Rivers is seeking approval to issue the evidences of indebtedness in the final forms 
it has presented, so it is unreasonable to require production of documents created 
over a period of months related to the negotiation of those evidences of 
indebtedness. Without waiving these objections, Big Rivers is providing the 
attached documents and other documents in a folder labeled 'KIUC 1-2 - CFC 
Documents' on the CD accompanying these responses. Big Rivers is providing the 
attached documents under a Petition for Confidential Treament. 

Witness) Mark A. Hite and Counsel 
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20701 Cooperative Way 
Dulles, Virginia 20166 
703-467-1800 I w.nrucfc.coop 

January 11,2012 

Mr. C. William Blackburn 
Chief Financial Officer 
Big Rivers Electric Corporation 
P.O. Box 24 
Henderson, ICY 42420 

Re: Conditional Offer Letter - Up Bo $382 miliion Secured Long-Tern Finaaaacing (the 
6“I‘errn Loan”) 

Dear Mr. Blackbum: 

The National Rural Utilities Cooperative Finance Corporation (“CFC’’) is pleased to extend a 
conditional offer to provide a secured credit facility for up to $302 million (the “Term Loan”) for 
the benefit of Big Rivers Electric Corporation (“Big Rivers”, “Company”). We understand that 
Big Rivers plans to use the proceeds from the financing to refinance the Company’s RUS Note 
A. 

A draft summary of the terms and conditions (the “Tern Sheet”) of this Credit Facility is 
attached with this letter agreement. Capitalized terms used herein without definition have the 
meanings assigned to them in the Term Sheet. CFC’s conditional offer expires on January 31, 
2012 unless this letter agreement is signed by Big Rivers and returned to CFC on or prior to that 
date. 

By accepting delivery of this letter, the Company agrees that, during the period prior to the date 
an which the Company files an application with the Kentucky Public Service Commission 
seeking approval to enter into the Term Loan, this letter is for the Company’s confidential use 
only and that the terms hereof will not be disclosed by the Company to any person other than the, 
Rural Utilities Service, the Company’s officers, directors, employees, accountants, attorneys, 
ratings agencies, members and other advisors, agents and representatives (the “Company 
Representatives”); provided, however, that the Company may disclose the existence and terms 
hereof to the extent required, in the opinion of the Company’s counsel, by applicable law, or 
pursuant to judicial or administrative proceedings or orders. 

In consideration of providing this conditiond offer, the Company agrees that, during the period 
prior to the date on which the Company files an application with the Kentucky Public Service 

Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. Hite 
Page 1 of 28 



c 

Commission seeking approval to enter into the Term Loan, it will not, and will cause its affiliates 
to not, disclose the Term Sheet to any other lender (except the Rural Utilities Service), without 
CFC’s prior written approval. CFC agrees to keep confidential information regarding the 
Company and its business. 

The terms and conditions outlined herein are for discussion purposes only and do not constitute a 
commitment to lend. Any offer or extension of credit to the Company is subject to internal 
approvals and approval by CFC’s Board of Directors. Such approvals have not been obtained at 
this time. A financing commitment, if offered, will be subject to the conditions summarized 
below. Additional terms, conditions and covenants may be added to the following requirements 
in order to reflect the market conditions prevailing at the time of the formal consideration of the 
credit request and before the closing: 

u Completion of due diligence related to the underwriting and approval of the proposed 
financing; 

n The Company is not in default concerning its payment obligations on any borrowed 
money and that no event of default exists on any loan or security agreement to which it is 
aparty; 

u The Company’s member contracts extend at least through the term of the proposed 
financing; 
Execution o f  loan agreement(s) satisfactory to CFC; and 
The Closing of this Term Loan on or before May 15, 2012, and simultaneously with or 
subsequent to the funding of non-CFC secured financing, of which 100% of the proceeds, 
or $165 million, whichever is greater, is used to refinance the Company’s RUS Note A. 

The conditional offer in this letter is subject to the Company agreeing to pay all of CFC’s 
reasonable out-of-pocket expenses, including engineering costs and legal fees, swap breakage 
costs, or any other costs associated with the Credit Facility regardless of closing, as provided for 
in the Term Sheet. Payment of expenses will not be subject to counterclaim or set-off for, or be 
otherwise affected by, any claim or dispute relating to any other matter. 

This letter shall be governed by, and construed in accordance with, the laws of Virginia. Each 
party hereto irrevocably waives all right to trial by jury in any action, proceeding or counterclaim 
(whether based on contract, tort or otherwise) arising out of or relating to this letter or the 
transactions contemplated hereby or the actions of the parties hereto in the negotiation, 
performance or enforcement hereof. 

Please indicate the Company’s acceptance of the provisions hereof, and agreement to pay the 
fees, costs, and expenses referenced herein, by signing the enclosed copy of this letter and 
returning two (2) of these originals to Thomas Hall, Regional Vice President, National Rural 
Utilities Cooperative Finance Corporation, 20701 Cooperative Way, Dulles, Virginia 201 66 (fax: 
(703) 467-5653) on or before 5:OO p.m. EST on January 31, 2012 after which time this 
conditional offer will expire. If the Company elects to deliver this letter by telecopier, please 
arrange for the executed original to follow by next-day courier. 
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Very truly yours, 

National Rural Utilities Cooperative Finance Corporation 

BY , 
Name: John f L i s f  
Title: Senior Vice President, Member Services 

ACCEPTED AND AGREED 

on Xi.- 75 ,2012: 

Big Rivers Electric Corporation 

B 

Title: Chief Financial Officer 

Cc: Mark Bailey, Mark Hite, Big Rivers 
Allyn Amato, Thomas Hall, Dan Lyzinski, CFC 
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LENDER: 

BORRQWIER: 

FACILITY: 

PllRPQSE: 

SINGLE DRQW: 

TERM[: 

SECURITY: 

CLOSING DATE: 

CAPITAL TERM 
CERTIFICATES: 

PATRONAGE 
CAPITAL: 

BIG RIVERS ELECTRIC COWOUTION 
SENIOR SECURED TERM LOAN FACILITY 

S OF INDICATIVE T E M S  

National Rural Utilities Cooperative Finance Corporation (“CFC”) 

Big Rivers Electric Corporation (“‘the Company”) 

Up to $302 Million Senior Secured Term Loan Facility (the ‘Tacility”) 

To refinance the Company’s RIJS Note A 

There will be a single advance of the full amount of the Facility on the 
Closing Date. 

Twenty Years from the Closing Date 

Secured pari passu under the Company’s Indenture 

On or before May 15, 2012, and simultaneously with or subsequent to the 
funding of non-CFC secured financing, of which 100% of the proceeds, or 
$165 million, whichever is greater, is used to refinance the Company’s RUS 
Note A. 

The Company will purchase interest bearing Capital Term Certificates 
(“CTCs”) equal to of 12.5% of the Facility amount. 

The CTC purchased equal to 12.5% of the Facility amount will yield a return 
equal to 70% of the CFC fixed loan rate for a term equal to the term of the 
Facility (based on the initial advance) and amortize pursuant to standard CFC 
policies SO as to maintain equity to Facility ratio of 12.5 %. 

CFC will, at the Company’s option, finance the purchase of the CTCs (“CTC 
Loan”), in which case the Company will purchase CTCs equal to 14.29% of 
the Facility amount. 

The CTC purchased equal to 14.29% of the Facility amount will yield a 
return equal to 70% of the CFC fixed loan rate for a term equal to the term of 
the Facility (based on the initial advance) and amortize pursuant to standard 
CFC policies so as to maintain equity to Facility ratio of 14.29%. The CTC 
Loan will not earn any interest rate discounts. 

The Facility and the CTC Loan will be eligible for the allocation of Patronage 
Capital. 
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ENTEREST RATE; TERMS: 

Facility Term Loan: the Company may choose among CFC’s long-term 
variable or fixed interest rates, The interest rates shall be the standard CFC 
interest rates in effect on the Closing Date, If the Company elects a fixed 
interest rate, the term of the fixed interest rate cannot exceed the term of the 
Facility, The Company will also have the option to convert amounts 
borrowed from one interest rate mode to the other at any time pursuant to 
standard CFC loan policies in effect at the time of conversion, including 
applicable conversion fees. 

Alternatively, the Company may choose serial interest rate pricing for 
predetermined annual amortization amounts based upon level debt service. 

Indicative rates, for informational purposes only, are set forth on Addendum 
I. 

Interest rate locks may be available at an additional cost. 

CTC Loan: If applicable, the CTC loan will be priced at CFC’s 20-year 
standard fixed rate in effect on the Closing Date. The CTC Loan will 
amortize pursuant ta standard CFC policies so as to maintain the equity to 
Facility ratio specified above. 

AMORTIZATION: Level Debt Service 

DEFAULT RATE: 2% above the applicable interest rate after the occurrence and during the 
continuance of an Event of Default. 

PREPAYMENTS: Standard CFC prepayment fees will apply to the Facility, including any 
make-whole premium. 

MANDATORY 
PREPAYMENT: The Company will prepay the Facility upon a change of corporate structure, 

unless the surviving entity is engaged in the furnishing of electric utility 
services to its members and is organized as a cooperative, nonprofit 
corporation, public utility district, municipality, or other public governmental 
body, and is or becomes a member of CFC. 

REPRESENTATIONS 
A N D  
VVARFUNTIES: As usual and customary in CFC documentation for secured facilities, to 

include but not limited to the following: 

(i) good standing; subsidiaries and ownership; 

(ii) authority, validity & enforceability (subject to standard creditors’ 
rights qualification); 

Case No. 2012-00119 
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(iii) no conflicting agreements or Indenture defaults (subject to 
appropriate materiality qualification); 

(iv) payment of taxes (subject to appropriate materiality qualification); 

(v) licenses & permits (subject to appropriate materiality qualification); 

(vi) litigation (subject to appropriate materiality qualification and 
scheduled exceptions agreed to by CFC); 

(vii) no violation of applicable regulations (subject to appropriate 
materiality qualification); 

(viii) accuracy of most recently dated, audited financial statements, with a 
bring-down to the Closing Date; 

(ix) all required approvals received; 

(x) compliance with laws (subject to appropriate materiality 
qualification); 

(xi) accuracy of disclosure (subject to appropriate materiality 
qualification); 

(xii) no liens on Trust Estate other than those permitted by the Indenture; 

(xiii) environmental matters (subject to appropriate materiality 
qualification); 

(xiv) use of proceeds; 

(xv) confirmation of the Company’s legal name, address, etc.; and 

(xvi) effectiveness and enforceability against the Company of the 
Company’s power supply contracts with its members excluding the 
power supply contracts or power supply contract amendments 
described in (a) and (b), below (“Member Wholesale Power 
Contracts”), and power supply contracts or power supply contract 
amendments with a member to provide wholesale service for (a) any 
smelter to which a member of the Company supplies power, and (b) 
any other customer to which a member of the Company supplies 
power in excess of 25 megawatts (each of the power supply contracts 
or power supply contract amendments described in (a) and (b), a 
“Direct Serve Contract”). 

LOAN 
DOCUMENTS: A loan commitment, if issued, will be subject to the preparation, execution 

and delivery of mutually acceptable loan documentation consistent with the 
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provisions outlined in this Term Sheet, Loan documents will be prepared by 
CFC. 

COlrTDTTIONS 
PRECEDENT 
TO CLOSING: The closing of the Facility will be subject to satisfaction of the conditions 

precedent deemed appropriate by CFC, including but not limited to, the 
following: 

(i) the negotiation, execution and delivery of definitive documentation 
(including, without limitation, satisfactory legal opinions, corporate formation 
and authority documents and other customary closing documents) for the 
Facility satisfactory to CFC; 

(ii) all representations and warranties shall be true as if made on the Closing 
Date; 

(iii) CFC shall have received and found satisfactory such financial 
information regarding the Company and its subsidiaries as CFC may request; 

(iv) the Company shall not be in payment default of any material financial 
obligation; 

(v) CFC shall have received a legal opinion from the Company’s counsel in 
form and substance reasonably satisfactory to CFC; 

(vi) the Company’s payment of all reasonable out of pocket expenses incurred 
including engineering and legal expenses associated with the Facility; 

(vii) CFC shall have received copies of all material amendments to the 
Member Wholesale Power Contracts; 

(ix) CFC shall have received evidence of filing of the Indenture supplement 
and UCC financing statements as necessary to perfect the security interest in 
the Trust Estate as coIlateral for the Facility term loan; 

(x) the non-CFC financing described in “Closing Date’’ shall have been 
funded; and 

(xi) the Company shall have received all approvals and consents necessary to 
the execution and performance of the credit agreement. 

FINANCIAL 
COVENANT: Compliance with the rate covenant set forth in Section 13.14 of the Indenture. 

OTH[ER 
COVENANTS: Usual and customary for transactions of this type, including, but not limited 

to: 

Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. Hite 
Page 7 of 28 



(i) compliance with all other Indenture covenants; 

(ii) notices of default; 

(iii) providing annual compliance certificates from CEO; 

(iv) providing audited financial statements (consolidated and 
consolidating) within 120 days after each fiscal year; 

(v) providing an unaudited quarterly consolidated balance sheet and a 
consolidated statement of operations within 60 days after each of Is', 
2"d and 3d fiscal quarters; 

(vi) maintenance of books & records, inspection rights to be a restatement 
of the Indenture Covenant, but running directly to CFC 

(vii) compliance with laws (subject to appropriate materiality 
qualification); 

(viii) use of proceeds; 

(ix) limitation on liens on the Trust Estate (as defined in the Indenture) 
other than those expressly permitted by Section 13.6 of the Indenture; 

(x) limitation on mergers and the sale of substantially all of the 
Company's assets, other than as permitted by Section 11.1 of the 
Indenture; 

(xi) limitation on change to fiscal year without CFC consent; 

(xii) providing prompt notice of material changes to Member Wholesale 
Power Contracts; 

(xiii) providing prompt notice of (a) the permanent shutdown or material 
curtailment of the operations of any Company member retail 
customer for which wholesale service is provided under a Direct 
Serve Contract, (b) any material modification to a Direct Serve 
Contract, and (c) the termination of any Direct Serve Contract. 

(xiv) no termination of Member Wholesale Power Contracts representing 
20% of the Company's revenue base (other than at the end of a 
contract term or a voluntary termination provided for by the contract 
terms); 

(xv) hrther assurances; 

(xvi) notice of environmental law violations (subject to appropriate 
materiality qualification); and 
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(xvii) 

EVENTS OF 
DEFAULT: 

(ii) 

(iii) 

providing a copy of the Company’s budgets and financial plans 
approved by the Company’s Board of Directors. 

if, within three years of the Closing Date, any representation or 
warranty proves to be false or misleading in any material respect at 
the time made if such false or misleading representation or warranty 
is, in CFC’s reasonable judgment, one that a prudent lender would 
consider material to its decision to extend credit 

failure to meet other loan covenants 

failure to maintain corporate existence, necessary franchises, licenses, 
etc. to the extent required by the Indenture 

an “Event of Default”, as defined in the Indenture, shall have 
occurred and be continuing, provided such Event of Default has not 
been waived or cured as provided for under the terms of the Indenture 

MISCELLANEOUS: 

This term sheet is confidential and shall not be shared with any third party 
(including other lenders) other than the Company’s board of directors, its 
officers, its financial and legal advisors, the Rural Utilities Service and the 
Kentucky Public Service Commission. 

Any reasonable expenses associated with this loan, regardless of closing or 
finding, will be the fill responsibility of the Company. 

GOVERNING LAW: Virginia 

This Term Sheet is not a commitment to lend 

A commitment to lend requires CFC internal approvals and approval by the CFC Board of 
Directors. Such approvals have not been sought or obtained as of this date. Additional terms and 
conditions not reflected in this term sheet may be added during the approval process and In 
accordance with CFCpoIices in glace on the Closing Date. 
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, . 

EREST RATES 

The Indicative Interest Rates listed below do not include the effects of patronage capital nor interest 
rate discounts, Interest Rates are subject to change. Indicative Rates quoted below are as of 
0 1 /10/20 1 1. 

Interest K i  

Forward Rate Lock Adders are available and can be quoted as and when Borrower deems 
appropriate, Rate Lock Adders are typically quoted for 30, 60, and/or 90 day periods. 

Case No. 2012-00119 
Attachment for Response ta KIUC 1-2 

Page 10 of 28 
Witness: Mark A. Rite j 



0 
nl 

Q 

Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. Hite 
Page 11 of 28 



0 
-L) % 

E 

k 
.r( 

8 
k 

G 
0 d 

0 

cd 
d 

.r( 
c-, 

c-, 

3 
E a 

a 

> 
Ilr 

43 .r( 

E3 

cd 
E: 
.d 

a, 
9 

8 
a, 
9 a 

s % ;.; 
d 
d 
0 a, 

13 
m 
.r( 

k a, 

0 
9 m 

d 
cd > 
a 13 
3 

E: 
0 

cd 
d 

.r( 
c-, 

c-, 

% 
E a 

d 

0 
c-, 

a, 
9 
t-c 
0 a, 

9 

8 8 
E: 

% 
E 
G 
k 

d 
..-.I 

E: 
.d k 

2 
d 

2 
a, 
c-, 
E: 
.d 

a, 

c6 
E: 

3 
c-, 3 

E: 
s 
0 

.r( 
d 
c-, 

2 
3 
0 

E: 
0 
0 

.r( 
c-, 

a 
2 

3 

.r( 

c, 
d 

m 
*r( 

2 
13 

d 

.d 
c-, 
cd 

8 
Td a 
d 
0 
0 
m 
c., .r( 

0 
c-, 
c-, 
0 
a, m 

m 
E a xo 

e- 
m 3 3  s 

W l  

m 
.r( E: 

0 

cd 
.r( 
c-, 

E 
$ 
E: 
.d 

c-, 

3 
E 
0 

a, 
9 % 

9 
0 a 

El t.l 
0 0 

c-, 

8 3 k 
a, 
c-, 

2 
4 

.r( 3 
c-, 

h 
9 

Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. Rite 
Page 12 of 28 



Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. Hite 
Page 13 of 28 



, 

e m  

Q 

Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. Hite 
Page 14 of 28 



a, 
5 0 

c, 0 
c, 

c," 
a, 

3 s 
4 4 

w 

.I+ 
c, 
cd 

t3 
c, 
0 
a, 

b.D 
.3 

p7 cn 
.r( 

a, 
9 

0 
c, 

4 
.% 
3 

0 
0 
N 
54 a 

8 x 
0 
c.' 

c," 
a, 
w w s 5 n 

ad 
a, 
s 
w 

.I+ 

N 
H 2 

a, 
m 0 

N 

5 n 
a 
a, 
E? 

w 3 %  

.l-l 3 

m 
42 2 

F 
0 
N 

Q) 

c, 
'r, 5 a t.r 

0 
v) 

% 

I? 
0 
a, 

a, 

c, cd 
9 

h d 
c, 

t3 
0 

2 

k 

42 
k 

42 bl) 
.3 

cr\ 
a, 

2 
fl 
b( 
a, 
k 

3 
3 
F: a 
cd 
0 
c, 

9 .I+ 

3 8 
% 
13 

p-c 

k 
cd 

0 a 
w w 

0 m 
64 
4 

w w 
3 
a, 

bl) 
.I+ 

cr\ 
e e e e c) 

Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. Hite 
Page 15 of 28 



Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. Hite 
Page 16 of 28 



6 

W El 
W 
ai 
k 
0 
4 

& 
ai 

3 
2 
E! 
bo 

14 
3 
0 

6 6 

R 

Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. Hite 
Page 17 of 28 



d 
U k  
.r( f2 

4 x 
QJ cu 

a, a rn u 
3 
!z 
0 

4 
cd 
F4 

.r( 

8 
L .r( 

4-r 
0 

rn u 
3 

K 
QJ 

0 
5 23 

23 
a, 
c., E E 

rtl 
0 z 

R 
a, a 

4-r 
0 E 

F-r 

3 
'i3 

E 
.r( s 
Q 

a, a * 
0 x a, 

N 

0 
'd 
c., z 

Td- 
0 
k 
a, 
F4 

.r( d 
0 

bn 
!=! 

Td 

k 

.+ s 
* d 

0 
c., E: 

0 

cd 
N 

.r( 
c., 

.r( 

t: 
2 cd 

8 
cd 
0 

cd 
.I+ 
c, 

E E 
Td 

bn 
!=! 

.r( 

3 
5 bi 

4 
.% 
3 .8 0 

.+ 
F3: 

E 
k 

U 
3 

B (B Qb (B 

Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. Hite 
Page 18 of 28 



8 
E .3 

m 

0 

s: x m 
a, s: 
c, 

!i 
0 
Ll 

8 22 
0 s: 0" 

s 
3 
Q 

.3 

cj !i 
0 * u 

3 $3 

8 4 
a, 

a, 
rEi a, rn 

2 
3 

k e 
u 
3 

n 

f3 
0 
c, m 

H E E 
43 
0 

a, 
9 
0 
c, a, 

0 

'E 
% 

-d 
a, 
0 
a, a 
c, 

8 8 
m 
.3 

0 
c, 

Td 
!i 23 z k 
cd 
.4 
4 

'2 cct 
!& 

a, s 

Case No. 2012-00119 
Attachment for Response to KITJC 1-2 

Witness: Mark A. Hite 
Page 19 of 28 



2 
5 
0 
a, m 

m 

c, 
r/l 

8 

& 

I? 
4-1 
0 

a, 
0 

a, 
m 
*z 
2 
R 

u 
Fri u 

8 
2 
0 

0 
9 

0 
c) 

t; 
'13 
0 
d 

..-.I 

I 

a, 
$ 
.3 8 

6 

c, cd 
d 
ha 
.3 

..-.I 

m 
.3 

3 
&) 

c, 

8 a, 
k i  
4 

u 
k3 
0 
c, 

a, a 
0 
c, 

Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. Hite 
Page 20 of 28 



Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. s i t e  
Page 21 of 28 



5 

Q 

E: cd 
0 

a, 

4-( 
0 
a, 

4 

a 

% 

9 
d2 

E 
% 

r3 

a, 

k 

a, 
c, 

X a 
cd 
cd 
a, s 

c, 

4 
4 

‘5 
2 
a, 
c, 

c, m 
a, 
k 
a, 
c, c: 
H 

0 

Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. Hite 
Page 22 of 28 



e m  

4 .r( 

i5 
k 
e, 
0 
c, 
m 
% 

E 
0 
e, 

G4 

6l 

6) 
c, 

2 
4 

.r( 
cd 
F-c 
6) m s 
'5 

2 

4 

G 
0 

cd 
N 

.r( 
c, 

8 
* 
cd 
e, 
-4 

.r( x 
& 

8 
7 
0 
c\\ 

43 .rl 

> 
Ql 
E 
23 
5 

F 
u 
t3 
Gi 
0 

Ql 
0 

.rl 
c-, 

a 

8 

a 

Case No. 2012-00119 
Attachment for Response to H I J C  1-2 

Witness: Mark A. Hite 
Page 23 of 28 



0 

4 
0 
9 

0 8 

Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. s i te  
Page 24 of 28 



Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. Hite 
Page 25 of 28 



k 
3 
0 

4-1 
0 

3 

3 
2 

0 
4-1 
0 

6) a 

sj 
8 
d) 

4-1 
0 

4 
2 
6) 

.z 
3 
cl a 

6) 

El c, 
0 

8 
6) 

0 
c, 

tn- 
k 
6) 
Tct 
E: 
6) * 

c, 
v) 
0 
0 
Td s 

h 

L-r 
6) 

0 
sj 

El 
c-, 

3 

aj' 

x 
3 ..-.I 

4 3 c-, 

c, 

m 
.?4 

3 i 6) 
c, 

d) 

?i 
6) 
N 
*.-.I 
tn 

0 
c, 

6) 

2 
E! 2 

"E? 

13 
*.-.I 
? 

0-r 
0 
c, 

1 
13 s 
cd v, 

n z 
0 

2 
0 
c, 

0 

3 
0 

*.-.I 
c, 

4 

m 

..-.I 3 
t%l 
tn 
6) 
0 

8 

73 

'E" 
B 
0 
0 

I 

I 

4 
0 
cd 

2 
wl 
.3 

u 
Fri u 8 

Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. Hite 
Page 26 of 28 



75 
8 
E" 
tih 
B.4 
.4 8 

ca 
0 

c-, ca 
k 
a, 
e, 
0 
0 
0 
0 

*r+ 
k -+ 
0 
a, 
a, 

F-4 

d 
0 

4-1 
0 

Y - 4  

wi 
k 

2 
i3 
2.4 

E 

0 

a, 
?Q 

2 

8 
8 
.4 
c-, ca 
e, 
0 
0 
0 
0 
k 
0 
a, 

.4 

c-, 

wi 
a, 
0 

a, 
m 
2 

c: cb 

b4 
0 4  5 
k 
0 .+ 

4 c-, 

'5 
m 
k a, 
& 
E 
8 
k 
3 
0 

H 
a, 

e,& 
' 5  c-, 

m 
a, 

5 
0 

-4  3 
m 
2 
e, 

8 
75 c: s 

4-1 
0 

0 
2 

Td 
d cb 

E 

dr: 

cct 
bl) 
0 

$4 

a, 
& m m 

08 
3 
13 

3 
0 
-1 

c: 
0 0 

c-, 
m 
8 
2 
bn 
*4  a 

Td 
a, 

?Q 
2 

75 

0 

a, 
m 

2 
3 

m 

b 
k3 

u 
t3 

u 
Fs-c u 

c-, 

0 # ..-( 
8 

Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. Hite 
Page 27 of 28 



Case No. 2012-00119 
Attachment for Response to KIUC 1-2 

Witness: Mark A. Hite 
Page 28 of 28 



Archived: Friday, April 13, 201 2 10:46:23 AM 
From: Mark Hite 
Sent: Monday, December 19, 201 1 1 :35:00 PM 
To: 'Dan L..yzinski' 
Cc: 'Thomas Hall' 
Subject: Big Rivers - YTD October 201 1 Financial Report presented to the Board 12- 

Importance: Normal 
Attachments: Financial Report - October 201 I .ppt 

16-1 1 

; 

Attached, as promised, is the YTD October 201 1 Financial Report, a PowerPoint presentation made to Big 
Rivers' Board 12/1 fill 1 . 

Thanks, 

Mark 

Mark A. Hite, CPA 

VP Accounting 

Big Rivers Electric Corporation 

201 Third St. 

Henderson, KY 42420 

270-827-256 1 (corporate) 

270-844-6 149 (office) 

270-577-681 5 (mobile) 

8 12-853-0405 (home) 

mhite@bigrivers.com 
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Archived: Friday, April 13, 201 2 10:46:24 AM 
From: Mark Hite 
Sent: Monday, December 19, 2011 12:33:00 PM 
To: 'Dan Lyzinski' 
Cc: 'Thomas Hall' 
Subject: RE: Board Approved 2012-2015 Model 
Importance: Normal 
Attachments: 201 2 Budget 201 3-201 5 Financial Plan - 12-1 3-1 1 .ppt ; 

Attached hereto is the PowerPoint presentation made during the 12/16/11 Board meeting of the 2012 
Budget and 201 3-201 5 Financial Plan. 

Thanks, 

Mark 

Mark A. Hite, CPA 

VP Accounting 

Big Rivers Electric Corporation 

201 Third St. 

Henderson, KY 42420 

270-827-256 1 (corporate) 

270-844-61 49 (office) 

270-577-68 15 (mobile) 

8 12-853-0405 (home) 

mhite@bigrivers.com 

From: Mark Hite 
Sent: Monday, December 19,2011 11:08 AM 
To: 'Dan Lyzinski' 
Cc: Thomas Hall; Bill Blackburn 
Subject: FW: Baard Approved 2012-2015 Model 

Case No. 2012-00119 
Second Additional Attachment for Response to KIUC 1-2 

Page 1 of 26 
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mailto:mhite@bigrivers.com


As requested, attached hereto is the Financial Model of the 2012 Budaet and 2013-2015 Financial Plan 
which the Big Rivers’ Board approved 12-16-1 1. As noted earlier, until Big Rivers’ concludes its EPA 
compliance plan, no forecast is available beyond 2015. The majority of the information you will need 
should be on the sheet titled ”Stmts R U S  (from such sheet, simply select “print”, and that entire sheet will 
print). 1’11 be happy to “walk you through” the file via phone. 

Thanks, 

Mark 

Mark A. Hite, CPA 

VP Accounting 

Big Rivers Electric Corporation 

201 Third St. 

Henderson, KY 42420 

270-827-256 1 (corporate) 

270-8446 149 (office) 

270-577-68 15 (mobile) 

8 12-853-0405 (home) 

mhite@bigrivers.com 
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BIG RIVERS ELECTR C CORPORATION 

1 
2 

3 

4 
5 
6 
7 
8 

9 

10 
11 

TG RIVERS ELECT IC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTE 

CASE NO. 2012-00119 

esponse to the Ke ustrial Utility Customers9 
r ]Enformatiom 

Dated April 1’11,2012 

prill 23, 2012 

Item 3 )  Provide a copy of all correspondenxe between 
regarding the transactions described in, the Application. 

Response) Please see the attached documents and the documents in the folder 
labeled KIUC 1-3 - RUS Documents’ on the CD accompanying these responses. 
Big Rivers is providing the attached documents under a Petition for Confidential 
Treatment. 

Witness) Mark A. Hite 

Case NO. 2012-00119 
Response to KIUC 1-3 
Witness: Mark A. Hite 

Page 1 of 1 



201 Third Street 
P.O. Box 24 
Henderson, KY 42419-0024 

www.bigrivers corn 
270-827-256 1 

March 21, 2012 

Mr. John Sanders 
Power Supply Division 
Electric Program 
TJnited States Department of Agriculture 
Rural Development Utilities Program 
1400 Independence Avenue, SW 
Washington, DC 20250-0700 

RE: KY 62 Big Rivers Electric Corporation - Financing Plans 

Dear John: 

Big Rivers Electric Corporation (“Big Riuers”) writes this letter to follow-up 
on our  face-to-face meeting with you and other Rural Utilities Service ((‘RUS”) 
representatives yesterday, March 20, 2012, during which we further described a 
planned reduction of $477 million in the Maximum Principal Balance Schedule of 
the RIJS 2009 Promissory Note Series A (the ‘Series A Note”). A copy of the Series 
A Note is attached hereto as Exhibit 1. This letter also serves to update our letter 
to Victor Vu, dated March 6, 2012, regarding this matter, attached hereto as 
Exhibit 2. 

Big Rivers has an offer fi-om the National Rural TJtilities Cooperative I” {inance 
Corporation (,‘CFC”) for CFC to provide Big Rivers a secured term loan for $302 
million (the “CFC Term Loan”). Big Rivers has an of‘fer from CoBank, ACB 
(“CoBnnK”) for CoBank ta provide Big Rivers a secured term loan of $235 million 
(the “CoBanh Term Loan”). The structure of both the CFC Term Loan and the 
CoBank Term Loan are essentially fixed rate, 20 year, level debt service. The CFC 
Term Loan and the CoBank Term Lroan will each be secured under the Big Rivers 
‘Indenture dated as of July 1, 2009, as supplemented (the “Indenture”) on a parity 
with other secured debt of Big Rivers. 

Big Rivers plans to use the entire $302 million CFC Term Loan and $140 
mikon  of the CoBank Term Loan to refinance $442 million of the Series A Note. 
As of April 2, 2012, Big Rivers anticipates the Series A Note outstanding principal 
balance will be $526,603,000, while the Maximum Principal Balance is 
$561,603,000. The $35 million prepaid status resulted from the April 1, 2011, 

million prepayment is included in the $477 million reduction in the Maximum 
prepayment of the $35 million Transition Reserve on the Series A Note . That $35 p 

Case No. 2012-00119$ 
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Principal Balance ($302 million + $140 million + $35 million). Accordingly, as a 
result of the CFC Term Loan, the CoRank Term Loan, and the prepaid status, the 
Maximum Principal Balance will become $84,603,000.00 ($561,603,000.00 minus 
$477 million). 

Big Rivers is obligated to  make a payment on the Series A Note of $60 million 
by October 1, 2012, and to  make another payment on the Series A Note o f  $200 
million by January I, 2016. The aforementioned transactions will more than cover 
those two obligations. And, the cost of both the CPC Term Loan and the CoBank 
Term Loan is less than the 5.75% Series A Note. In total, the CoBank Term Loan is 
for $235 mikon, of which $60 million may be used by Big Rivers for capital 
expenditures, and $35 million is to  be used by Big Rivers to replenish the $35 
million Transition Reserve (investment account). 

We plan to file the details of the CFC Term Loan and CoBank Term Loan 
financings with the Kentucky Public Service Commission by March 28, 2012, 
seeking their approval, and plan to close the financings June 29, 2012. 

We seek RUS approval of the Series A Note revised Maximum Principal 
Balance Schedule, attached hereto as Exhibit 3. In essence, the revised Maximurn 
Principal Balance Schedule calls for the RUS receiving $477 million of the 
$561,603,000 earlier than otherwise, and receiving the remaining $84,603,000 when 
ariginally contemplated. The Series A Note provides that “any amounts under this 
Note may be prepaid at any time without penalty or  prepayment premium.” 

Please contact me with any questions you may have, or any information you 
may provide, in connection with this matter. 

Sincerely, 

Mark A. Hite 
Vice President 1st Interim CFO 

Attachments: 
Exhibit 1 - RUS 2009 Promissory Notes Series A 
Exhibit 2 - Letter to Victor Vu dated March 6, 2012 
Exhibit 3 - Maximum Principal Balance Schedule 

cc: Mark Bailey 
Jim Miller 

Case No. 2012-00119 
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, .lm€rBm 1 

Execution Vemion 

RUS 2009 PROMISSORY NQTE SERIES A 

$602,573,536 July 16,2009 

FOR VALUE RECEIVED, the undersigned, BIG RIVERS ELECTRJC 
CORPORATION (“Big Rivers”), a Kentucky corporation, hereby unconditionally 
promises to pay to the United States of America, acting through the United States 
Department of Agriculture, Rural Utilities Service, (the “RUS”), at the office of the RIJS 
located in St. Louis, Missouri, in lawful money of the IJnited States of America and in 
immediately available Funds, the principal amount of SIX HUNDREII TWO MILLION 

AND 00/100 DOLLARS ($602,573,536) together with interest from July 1, 2009 on so 
much of the principal amount as is from time to time outstanding and unpaid at the rate of 
5.75% per annum simple interest as set forth below. 

FIVE HUNDRED SEWNTY-THREE THOUSAND FIVE HlJNDRED THIRTY-SIX 

Big Rivers shalI make quarterly payments of interest and/ur principal 
commencing on October 1, 2009, and continuing on the first day of January, April, July 
and October of each year through and including July 1 ,  2021 such that, after each such 
payment, the outstanding amount under this Note, including principal and all  accrued 
interest, if any, does not exceed the Allowed Balance amount shown an the RUS 
Maximum Debt Balance Schedule, attached hereta and hereby made a part hereof, for the 
applicable date, If any such payment is insufficient to retire all interest accrued during the 
period ending with such payment and beginning with the last previous payment, then the 
amount of accrued but unpaid interest relating to such period shall be added to the 
principal amount OF this Note. If the day upon which any payment hereunder is due falls 
on a day that is not a Business Day (as defined in the Indenture (as defined below)), then 
such payment shall be due on the next Business Day. 

On July 1, 2021, the entire outstanding principal hereof, together with all accrued 
but unpaid interest thereon, shall be due and payable in full. 

This Note is secured by the lien of that certain Indenture dated as of July 1,  2009 
between Big Rivers and U.S. Bank National Association, as trustee (the c‘lndenture”). . 

Any amounts under this Note may be prepaid at any time without penalty or 
prepayment premium. 

Upon the occurrence of any one or more Events of Default specified in the 
Indenture all amounts then remaining unpaid an this Note may be declared to be 
immediately due and payable all as provided therein. 

Presentment, demand, protest and all other notices of  any kind are hereby 
expressly waived by the undersigned. 

OHS Eosi: I GO40503 I I I O  
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This Note shall be governed by and construed in accordance with federal law. 

BIG RIVERS ELECTRIC CORPORATION 

By: 
Title: President and Chief E 

[Corporate Seal] 

Attest : 

By: 
Secretary 
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BIG RIVERS ELECTRIC CORPORATION 

RUS MAXIMUM DEBT BALANCE SCHEDULE 
Balance After Quarterly Payment 
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I-’-”- YEAR --’-THE MONTH TALLOWED BALANCE I 
201 9 
201 9 
2019 

*--... ($l,OOO’S) 
April 98,955 

88,572 July 
October 78.051 

a___-_ 

--- 
2020 
2020 
2020 
2020 I.- 

202 1 
202 1 - 
202 1 

OtIS FasclGUJ0503 I I O  

-. -,--_ 
January 67,395 

56,546 April 
July 45,552 

34,409 October 
January -. 23,120 
April 11,635 

0 

----.-.-_ 

-. --- 
---_.. 

--. July 
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I 
f 

This is one of the Existing Obligations referred to in the Indenture, dated as of 
July 1,2009, between Big Rivers Electric Corporation and U.S. Bank National 
Association. 

OHS Easi: I6040503 I. I O  
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ELECTRIC CORPORATION 

201 Third Street 
P.O. Box 24 
Henderson, KY 4241 9-0024 

www. bigrivers.com 
270-827-2.56 1 

March 6, 2012 

Mr. Victor T. Vu, Director 
Power Supply Division 
Electric Program 
United States Department of Agriculture 
Rural Development Utilities Program 
Stop 1568, Room 0270 
11400 Independence Avenue, SW 
Washington, DC 20250-0700 

RE: KY 62 Big Rivers Electric Corporation - Financing Plans 

Dear Victor: 

Big Rivers Electric Corporation (“Big Rivers”) writes this letter to  follow-up 
on our telephone conversation of February 9, 2012, during which we described a 
planned refinancing of a significant portion of Big Rivers’ Rural Utilities Service 
(‘‘BUS”) 2009 Promissory Note Series A (the “Series A Note”), having a stated 
maturity date of July 1, 2021, and inquired about the extent to  which RUS must be 
involved in that refinancing. You suggested that we write you with the details of 
the proposed refinancing, and set out the questions we have for you. Accordingly, 
this letter: 

o Describes the proposed refinancing; 

o Describes why Big Rivers believes no RUS approvals are required for 
the proposed refinancing (and seeks the concurrence of RUS in that 
conclusion); and 

o Requests RUS assistance with the details of implementing the 
proposed refinancing on the closing date of the new borrowings. 

Please note that the following information is  considered by the parties to be 
confidential, at  least until Big Rivers files this information with the Kentucky Public 

has a conditional offer from the National Rural Utilities Cooperative Finance 
Service Commission for its approval, planned to occur mid-March 2012. Big Rivers 

- 2 
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Corporation (“CFC”) for CFC to  provide Big Rivers a secured term loan for $302 
million (the “CFC Term Loan”). Big Rivers has also received from CoBank, ACB 
(“CoBank”) a letter agreement offering Big Rivers a secured term loan of 
$175,000,000 (the “CoBanlz Term Loan”) and a $50,000,000 five year unsecured 
revolving credit facility (the “CoBank ReuoZuer”). The term sheet for the CoBank 
Term Loan provides that the amount of the term loan may, by mutual agreement of 
CoBank and Big Rivers, be increased $50,000,000 prior t o  the closing. The 
structure of both the CFC Term Loan and the CoBank Term Loan are essentially 
fixed rate, 20 year, level debt service. With respect to the CoBank Term Loan and 
the CoBank Revolver, CoBank will act as lead arranger and will put together a 
syndicate of Farm Credit System financial institutions acceptable to  Big Rivers to  
proportionally participate. 

The CFC Term Loan and the CoBank Term Loan will each be secured under 
the Big Rivers Indenture dated as of July 1, 2009, as supplemented (the 
“Indenture”) on a parity with other secured debt of Big Rivers. The CoBank 
Revolver will be an unsecured obligation, replacing and immediately terminating 
the existing $50 million CoBank revolver that became effective July 16, 2009, with a 
stated termination date of July 16, 2012. 

Big Rivers plans to  use a portion of the proceeds of the CFC Term Loan and 
the CoBank Term Loan to  refinance $467 million of the Series A Note. As of April 
2, 2012, Big Rivers anticipates the Series A Note outstanding principal amount will 
be $538,279,010.63, while the Maximum Debt Balance is $561,603,000.00, resulting 
in a $23,323,989.37 prepaid status. Big Rivers intends to “claw back” the remaining 
prepayment. Accordingly, as a result of the planned refinancing, the Maximum 
Debt Balance would be revised to reflect $94,603,000.00 ($561,603,000.00 minus 
$467 million). Big Rivers is obligated to make a payment on the Series A Note of 
$60 million by October 1, 2012, and to make another payment on the Series A Note 
of $200 million by January 1,2016. The $467 million of the proceeds from the CFC 
Term Loan and the CoBank Term Loan that will be paid on the Series A Note will 
more than cover those two obligations. And, the cost of both the CFC Term Loan 
and the CoBank Term Loan is less than the 5.75% Series A Note. Big Rivers 
estimates the annualized benefit from the refinancing to be $5.3 million. The 
additional $10 million or $60 million of CoBank Term Loan, depending on whether 
the CoBank Term Loan is for $175 million or $225 million, may be used by Big 
Rivers for capital expenditures. The new CoBank Revolver, similar to the existing 
CoBank revolver, will be used, as needed, to provide working capital, pay capital 
expenditures, and for general corporate purposes. 

We currently anticipate that the CFC Term Loan, the CoBank Term Loan and the 
CoBank Revolver closings will occur June 29, 2012. We believe no RUS approvals 
are required in connection with the prepayment of the Series A Note described in 
this letter. The Series A Note provides that “[alny amounts under this Note may be 

Case No. 2012-00119 
Attachment for Response to EUUC 1-3 

Witness: Mark A. Hite 
Page 9 of 11 

2 



prepaid at any time without penalty or prepayment premium.” We are nat aware of 
any approvals of RUS that are required under either the Amended and Restated 
Loan Contract dated as of July 16, 2009, or the RTJS bulletins and regulations. 
Please advise as soon as possible if RUS bas a different view of the RUS 
requirements. 

We would appreciate you i d e n t ~ n g  the person or persans with whom we 
will need to coordinate this prepayment, and obtaining evidence of the receipt of 
such prepayment by the government for purposes of the closing activities. 

We look forward to meeting with you and other RUS representatives on 
March 20, 2012, t o  further discuss this matter. Please contact me with any 
questions you may have, or any information you may provide, as a result of this 
letter. 

Sincerely yours, 
rrr” 

Mark A. Hite 
Vice President and Interim CFQ 

c: Mark Bailey 
J im Miller 

1 
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Date 
-I_- 1 

July-I 2 
October-I 2 
January-13 

April-I 3 

October-13 
January-I4 

April-I 4 
July1 4 

October-I4 
January-I 5 

April-I 5 

October-15 
January-I 6 

April-16 

October-I 6 
January-17 

April-17 

October-17 
January-18 

April-I 8 

October-I 8 
January-19 

April-I 9 

October-19 
January-20 

Apri 1-20 

October-20 
J anu ary-2 I 

April-21 

July-1 3 

July-1 5 

July-16 

July-1 7 

J ~ l y - , l 8  

July-I 9 

July-20 

Ju~v-21 

In Thousands of $ - 

Maximum 
Principal 
Balance 

Current Maximum 
Principal Balance Reduction 

561,603 
557,456 
493,249 
488,280 
482,949 
477,696 
472,443 
467,188 
461,562 
456,002 
450,435 
444,858 
438,918 
433,034 
427,134 
221,349 
21 2,607 
203,845 
195,053 
186,040 
176,905 
167,639 
158,240 
148,732 
139,038 
129,230 
1 19,280 
109,226 
98,955 
88,572 
78,053 
67,395 
56,546 
45,552 
34,409 
23,120 
11,635 

0 

472,853 
408,646 
403,677 
398,346 
393,093 
387,840 
382,585 
376,959 
371,399 
365,832 
360,255 
354,315 
348,43 1 
342,531 
136,746 
128,004 
I 1  9,242 
11 0,450 
101,437 
92,302 
83,036 
73,637 
64,129 
54,435 
44,627 
34,677 
24,623 
14,352 
3,969 

0 
0 
0 
0 
0 
0 
0 
0 

84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
78,053 
67,395 
56,546 
45,552 
34,409 
23,120 
I 1,635 
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PLICATION OF IC; RIVERS ELECTRIC CORPORATION 
APPROVAL TO ISSIJE EVIDENCES OF INDEBTEDNESS 

CASE NO. 2012-00119 

esponse to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

Dated April 11,2012 

April 23, 2012 

Item 4) 
Goldinan Sachs regarding the transactions described in th,e Application. 

Provide a copy of all correspondence between, BREC and 

Response) Big Rivers objects to this information request on the grounds that it 
is overly broad, seeks documents that have no relevance to the relief sought by Big 
Rivers in this proceeding, and is unreasonably burdensome. Without waiving 
these objections, Rig Rivers is providing the documents in the folder labeled ‘KITJC 
1-4 - Goldman Sachs Documents’ on the CD accompanying these responses. 

Witness) Mark A. Hite and Counsel 

Case No. 2012-00119 
Response to KTUC 1-4 
Witness: Mark A. Hite 

Page 1 of 1 
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APPL RIVERS ELECTRIC CORPORATION 
UE EVIDENCES OF INDEBTEDNESS 

.2012-00119 

esponse to the Kentucky ndustrial Utility Customers’ 
In it ial Re gu e s t for Iii for mat ion 

ated April 11,2 

April 23,2012 

Item 5) 
regarding the transactions described in th,e Application. 

Provide a copy of all correspondence internally within BREC 

Response) Big Rivers objects to this information request on the grounds that it 
is overly broad, seeks documents that have no relevance to the relief sought by Big 
Rivers in this proceeding, is unreasonably burdensome, and seeks documents that 
are protected from production by one or both of the attorney-client privilege and 
the attorney work product privilege. Without waiving these objections, Big Rivers 
is providing the documents in a folder labeled ‘KITJC 1-5 - Internal 
Correspondence’ on the CD accompanying these responses. 

Witness) Mark A. Hite and Counsel 

Case No. 2012-00119 
Response to KIUC 1-5 
Witness: Mark A. Hite 

Page 1 of 1 
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Case No. 2012-00119 
Attachment for Response to KIUC 1-5 

Witness: Mark A. Hite 
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Case No. 2012-00119 
Attachment for Response to KIUC 1-5 

Witness: Mark A. Nite 
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Case No. 2012-00119 
Attachment for Response to KIIJC 1-5 

Witness: Mark A. Hite 
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Case No. 2012-00119 
Attachment for Response to KIUC 1-5 

Witness: Mark A. Hite 
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Case No. 2012-00119 
Attachment for Response to KIUC 1-5 

Witness: Mark A. Hite 
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Case No. 2012-00119 
Attachment for Response to KIUC 1-5 

Witness: Mark A. Hite 
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Case No. 2012-00119 
Attachment far Response to KIUC 1-5 

Witness: Mark A. Rite 
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Attachment for Response to KIUC 1-5 

Witness: Mark A. Hite 
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Case No. 2012-00119 
Attachment for Response to KIUC 1-5 

Witness: Mark A. Hite 
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Attachment for Response to KIUC 1-5 

Witness: Mark A. Hite 
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Attachment for Response to KIUC 1-5 

Witness: Mark A. Hite 
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Case No. 2012-00119 
Attachment for Response to KIUC 1-5 

Witness: Mark A. Hite 
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Attachment for Response to KIUC 1-5 

Witness: Mark A. Hite 
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Attachment for Response to H U C  1-5 

Witness: Mark A. Hite 
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Attachment for Response to KIUC 1-5 

Witness: Mark A. Hite 
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Attachment for Response to KIUC 1-5 
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BIG RIVERS ELECTRIC CORPORATION 

LICATIQN OF BIG RIVERS ELECTRIC CORPORATION 
FQR APPROVAL, TO ISSUE EVIDENCES OF INDEBTEDNESS 

CASE NO. 2012-00119 

esponse to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

April 23,2012 

Item 6) Provide a copy of all studies, analyses, and correspondence 
that considered or addressed various financing alternatives, including 
th,e alternative selected and presented in this proceeding. 

Response) Please see the relevant items included in Big Rivers’ responses to 
KITJC 1-1, KIUC 1-2, KITJC 1-4 and KITJC 1-5. 

Witness) Mark A. Hite 

Case No. 2012-00119 
Response to KIUC 1-6 
Witness: Mark A. Hite 

Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS 

CASE NO. 2012-00119 

Response to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

Dated April 11,2012 

April 23, 2012 

Item 7) 
anailable. I f  the 24111 Annual Report is not available, provide a copy of 
BREC’s audited financial statements for 201 1. 

Provide a copy of  RREC‘s 2011 Annual Report as soon as it i s  

Response) Big Rivers’ audited financial statements for 2011 are attached. The 
2011 Annual Report is not yet available. 

Witness) Mark A. Hite 

Case No. 2012-00119 
Response to KIUC 1-7 
Witness: Mark A. Hite 

Page 1 of 1 



RIG RIVERS ELECTRIC CORBOMTI[ON 

Financial Statements 

December 3 1,20 1 1 and 20 10 

(With Independent Auditors’ Report Thereon) 



KPMG LLP 
1601 Market Street 
Philadelphia, PA 19103-2499 

Independent Auditors’ Report 

The Board ofDirectors and Members 
Big Rivers Electric Corporation: 

We have audited the accompanying balance sheets of Big Rivers Electric Corporation (the Company) as of 
December 31, 201 1 and 2010, and the related statements of operations, equities, and cash flows for the 
years then ended. These financial statements are the responsibility of the Company’s management. Our 
responsibility is to express an opinion on these financial statements based on our audits. The accompanying 
financial statements of the Company for the year ended December 3 1, 2009 were audited by other auditors 
whose report thereon dated March 26,201 0, expressed an unqualified opinion on those statements. 

We conducted our audits in accordance with auditing standards generally accepted in the LJnited States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes consideration of internal control over financial reporting as a basis for 
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, 
we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements, assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Big Rivers Electric Corporation as of December 3 1, 201 I and 2010, and the results of 
its operations and its cash flows for the years then ended, in conformity with accounting principles 
generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued a report dated March 26, 2012, 
on our consideration of Big Rivers Electric Corporation’s internal control over financial reporting and our 
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and 
other matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
internal control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards and should be read in conjunction with this 
report in considering the results of our audits. 

March 26,20 12 

KPMG LLP is a Delaware limited liabilny parlnenhip, 
the U.S member firm of KPMG International Cooperative 
(‘KPMG International”), a Swiss entity 



BIG W E R S  ELECTRIC CORPORATION 

Balance Sheets 

December 3 I ,  20 I 1 and 20 10 

(Dollars in thousands) 

Assets 
Utility plant - net 
Restricted investments - member rate mitigation 
Other deposits and investments - at cost 

Current assets: 
Cash and cash equivalents 
Accounts receivable 
Fuel inventory 
Nonfuel inventory 
Prepaid expenses 

Total current assets 

Deferred charges and other 

Total 

Equities and Liabilities 

Capitalization: 
Equities 
Long-term debt 

Total capitalization 

Current liabilities: 
Current maturities of long-term obligations 
Notes payable 
Purchased power payable 
Accounts payable 
Accrued expenses 
Accrued interest 

Total current liabilities 

Regulatory liabilities - member rate mitigation 
Other 

Deferred credits and other: 

Total deferred credits and other 
Commitments and contingencies (see note 14) 

Total 

2011 2010 

$ 1,092,063 $ 1,091,566 
1 63, I 62 217,562 

5,911 5,473 

44,849 44,780 
44,287 45,905 
33,894 37,328 
25,295 23,218 

- 4,217 2,502 

152,542 153,733 

3,851 
$ 1,417,922 $ 1,472,185 

- 4,244 

$ 389,820 $ 386,575 
809,623 

1,104,074 I , I  96,198 

7 14,254 - -  

72, I45 7,373 
- 10,000 

1,878 1,516 
28,446 29,782 
10,380 10,627 
9,899 11,134 

122,748 70,432 

1 69,OO 1 185,893 
22,099 19,662 

191,100 - 205,555 

$ 1,417,922 $ 1,472,185 

See accompanying notes to financial statements. 
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BIG RIVERS ELECTRIC CORPORATION 

Statements of Operations 

Years ended December 3 1,20 1 1,20 10, and 2009 

(Dollars in thousands) 

Operating revenue 
Lease revenue 

Total operating revenue 

Operating expenses: 
Operations: 

Fuel for electric generation 
Power purchased and interchanged 
Production, excluding fuel 
Transmission and other 

Maintenance 
Depreciation and amortization 

Total operating expenses 

Electric operating margin 

Interest expense and other: 
Interest 
Amortization of loss from termination of 

long-term lease 
Income tax expense 
Other - net 

Total interest expense and other 

Operating margin 

Gain on unwind transaction (see note 2) 
Interest income and other 

Nonoperating margin: 

Total nonoperating margin 
Net margin 

201 1 2010 2009 

$ 561,989 $ 527,324 $ 341,333 
- 32,027 

561,989 527,324 373,360 

__ 

226,229 207,749 80,655 

50,410 52,507 22,3 8 I 

47,71 8 46,880 29,820 
-- 35,407 34,242 32,485 

1 12,262 99,421 116,883 

39,085 35,273 35,444 

51 1,111 476,072 317,668 

55,692 - 50,878 5 1,252 --- 

45,226 46,570 59,898 

- 2,172 
IO0 259 1,025 
220 166 112 

45,546 46,995 63,207 

__ 

5,332 4,257 (7,5 15) 

__ __ 537,978 
268 2,734 867 

- 268 2,734 538,845 

s; 5,600 $ 6,991 $ 53 1,330 

See accompanying notes to financial statements. 
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BIG RIVERS ELECTRIC CORPORATION 

Statements of Equities (Deficit) 

Years ended December 31, 201 1,2010, and 2009 

(Dollars in thousands) 

Balance - December 3 1,2008 
Comprehensive income: 

Net margin 
Defined benefit plans 

Total comprehensive income 

Balance - December 3 1,2009 

Comprehensive income. 
Net margin 
Defined benefit plans 

Total comprehensive income 

Balance - December 3 1, 2010 

Comprehensive income. 
Net margin 
Defined benefit plans 

Total comprehensive income 
Balance- December 31,201 1 

Other equities 

Consumers' Accumulated 
Total Accumuiated Donated contributions other 

equities margin capital and to debt comprehensive 
(deficit) (deficit) memberships service income I 

9; (154,602) 9; (146,823) 9; 764 9; 3,681 9; (12.224) 

- - - 
- 2,664 

__ 2.664 

- 
531,330 531,330 

- -..- - _____- 2,664 -.- 
__ - I-- 

533,994 531,330 .- 
379.392 - 384.507 764 .- 3 . 6 8 1  (9s- 

5,600 5,600 

5,600 3.245 
(2,355) -.- (2.355) 

(2,3 5 5) 
9; 389,820 $ 397,098 9; 764 9; 3.681 9; (11,723) 

__ - -- --..... -I--- 

See accompanying notes to financial statements 
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BIG RIVERS ELiECTRIC CORPORATION 

Statements of Cash Flows 

Years ended December 3 1, 20 1 1 ~ 20 10, and 2009 

(Dollars in thousands) 

Cash flows from operating activities: 
Net margin 
Adjustments to reconcile net margin to net cash provided 

by operating activities: 
Depreciation and amortization 
Amortization of deferred loss (gain) on sale-leaseback - net 
Deferred lease revenue 
Residual value payments obligation gain 
interest compounded - RIJS Series A Note 
Interest compounded - RUS Series B Note 
Noncash gain on unwind transaction 
Cash received for member rate mitigation 
Noncash member rate mitigation revenue 
Changes in certain assets and liabilities: 

Accounts receivable 
Inventories 
Prepaid expenses 
Deferred charges 
Purchased power payable 
Accounts payable 
Accrued expenses 
Other - net 

Net cash provided by operating activities 

Cash flows from investing activities: 
Capital expenditures 
Proceeds from restricted investments 
Purchases of restricted investments and other deposits and 

investments 

Net cash provided by (used in) investing activities 

Cash flows from financing activities: 
Principal payments on long-term obligations 
Proceeds from long-term obligations 
Principal payments on short-term notes payable 
Proceeds From short-term notes payable 
Debt issuance cost on bond refunding 

Net cash used in financing activities 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents - beginning of year 
Cash and cash equivalents - end of year 

Supplemental cash flow information: 
Cash paid for interest 
Cash paid for income taxes 

2010 2009 ~- 201 1 

53 1,330 $ 5,600 9; 6,991 $ 

37,808 37,650 
__ - 
__ - 
- - 

8,398 - 
6,884 6,459 

- 
- 

(1 8,947) (23,953) 

1,618 
1,357 

(1,715) 
121 
362 

(1,336) 

(70) 
38.599 

(1,481) 

1,588 
(2,304) 

73 1 
1,251 

(1,846) 
(875) 

2,800 
5s5 

29.087 
- 

37,084 
2,172 

(3.768) 
(3.881) 

6.136 
(269,441) 
217,856 
(12,033) 

(26,049) 

(2,783) 

- 

(3,497) 

(1,538) 
(5,973) 
24,825 

7,88 1 
6.852 

505.173 
- 

(38,746) (42.683) ( s 8 . m )  
56,095 28,143 8,982 

- (252.798) 

- 17,349 ___ (1 4,540) (302.204) 

(45,879) (12 1,355) ( I  68,956) 
- 83,300 - 

(12,380) 
- 10,000 __. 

- (2,002) (246) 
(55,879) - (30,057) (181,582) 

69 (15,s IO) 21,387 

44,780 60.290 38.503 
$ 44,849 $ 44.780 $ 60.290 

- (10,000) 

$ 31,441 $ 37,268 $ 5 1.078 
130 260 626 

See accompanying notes to financial statements. 



BIG RlVERS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 3 1,201 1 and 201 0 

(Dollars in thousands) 

(1) Organization and Summary of Significant Accounting Boiicies 

General In formation 

Big Rivers Electric Corporation (Big Rivers or the Company), an electric generation and 
transmission cooperative, supplies wholesale power to its three member distribution cooperatives 
(Kenergy Corp., Jackson Purchase Energy Corporation, and Meade County Rural Electric 
Cooperative Corporation) under all requirements contracts, excluding the power needs of two large 
aluminum smelters (the Aluminum Smelters). Additionally, Big Rivers sells power under separate 
contracts to Kenergy Corp. for the Aluminum Smelters load and markets power to nonmember 
utilities and power marketers. The members provide electric power and energy to industrial, 
residential, and commercial customers located in portions of 22 western Kentucky counties. The 
wholesale power contracts with the members remain in effect until December 3 1, 2043. Rates to Big 
Rivers’ members are established by the Kentucky Public Service Commission (KPSC) and are 
subject to approval by the Rural IJtilities Service (RUS). The financial statements of Big Rivers 
include the provisions of the Financial Accounting Standards Board (FASB) Accounting Standards 
Codification (ASC) 980, Certain Types of Regulation, which was adopted by the Company in 2003, 
and gives recognition to the ratemaking and accounting practices of the KPSC and RIJS. 

Management evaluated subsequent events up to and including March 26, 2012, the date the financial 
statements were available to be issued. 

Principles of Consolidation 

The financial statements of Big Rivers include the accounts of Big Rivers and its wholly owned 
subsidiary, Big Rivers Leasing Corporation (BRLC). All significant intercompany transactions have 
been eliminated. BRLC was dissolved July 7,2009. 

Estimates 

The preparation of the financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions 
that affect the reported amounts of assets, liabilities, revenues and expenses, and disclosure of 
contingent assets and liabilities. The estimates and assumptions used in the accompanying financial 
statements are based upon management’s evaluation of the relevant facts and circumstances as of the 
date of the financial statements. Actual results may differ from those estimates. 

Systeni of Accounts 

Big Rivers’ maintains its accounting records in accordance with the I-Jniform System of Accounts as 
prescribed by the RUS Bulletin 1767B-1, as adopted by the KPSC. These regulatory agencies retain 
authority and periodically issue orders on various accaunting and ratemaking matters. Adjustments 
to RUS accounting have been made to make the financial statements consistent with generally 
accepted accounting principles in the United States of America. 
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BIG RIIVERS ELECTR C CORPORATION 

Notes to Financial Statements 

December 3 1,201 1 and 201 0 

(Dollars in thousands) 

(e) Revenue Recopzition 

Revenues generated from the Company’s wholesale power contracts are based on month-end meter 
readings and are recognized as earned. Prior to  its termination, in accordance with FASB ASC 840. 
Leases, Big Rivers’ revenue from the Lease Agreement was recognized on a straight-line basis over 
the term of the lease. The major components of  this lease revenue include the annual lease payments 
and the Monthly Margin Payments (described in note 2). 

(J UtilitJp Plant and Depreciation 

Utility plant is recorded at original cost, which includes the cost of contracted services, materials, 
labor, overhead, and an allowance for borrowed funds used during construction. Replacements of 
depreciable property units, except minor replacements, are charged to utility plant. 

Allowance for borrowed funds used during construction is included on projects with an estimated 
total cost of $2.50 or more before consideration of such allowance. The interest capitalized is 
determined by applying the effective rate of Big Rivers’ weighted average debt to the accumulated 
expenditures for qualifying projects included in construction in progress. 

Depreciation of utility plant in service is recorded using the straight-line method over the estimated 
remaining service lives, as approved by the R‘LJS and ICPSC. During 2010, the Company 
commissioned a depreciation study to evaluate the remaining economic lives of its assets. In 201 1, 
the study was completed and approved by the RUS and KPSC. The annual composite depreciation 
rates used to compute depreciation expense were as follows: 

Jan-Nov 2011 Dee 201 1 

Electric plant 
Transmission plant 
General plant 

1.60 - 2.47% 
1.76 - 3.24 
1.1 1 - 5.62 

0.50 - 20.22% 
1.42 - 2.23 
2.84- 17.12 

For 201 1, 2010, and 2009, the average composite depreciation rates were 1.91 %, 1.86%, and 1 .SS%, 
respectively. At the time plant is disposed of, the original cost plus cost of removal less salvage value 
of such plant is charged to accumulated depreciation, as required by the RIJS. 

Impairment Review of LonpLived Assets 

Long-lived assets are reviewed as facts and circumstances indicate that the carrying amount may be 
impaired. FASB ASC 360, Property, Plant, and Equipment, requires the evaluation of impairment 
by comparing an asset’s carrying value to the estimated ftiture cash flows the asset is expected to 
generate over its remaining life. If this evaluation were to conclude that the future cash flows were 
not sufficient to recover the carrying value of the asset, an impairment charge would be recorded 
based on the difference between the asset’s carrying amount and its fair value (less costs to sell for 
assets to be disposed of by sale) as a charge to net margin. 

(g) 
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BIG RIVERS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 31,201 I and 2010 

(Dollars in thousands) 

(it) Inventoiy 

Inventories are carried at average cost and include coal, petroleum coke, lime, limestone, oil and gas 
used for electric generation, and materials and supplies used for utility operations. Emission 
allowances are carried in inventory at a weighted average cost by each vintage year. Issuances of 
allowances are accounted for on a vintage basis using a monthly weighted average cost. 

(i) Restricted Investments 

Investments are restricted under KPSC order to establish certain reserve funds for member rate 
mitigation in conjunction with the 1Jnwind Transaction. These investments have been classified as 
held-to-maturity and are carried at amortized cost (see note 9). 

0) Cash and Cash Equivalents 

Big Rivers considers all short-term, highly liquid investments with original maturities of 
three months or less to be cash equivalents. 

(ic) Income Taxes 

Big Rivers was formed as a tax-exempt cooperative organization as described in Internal Revenue 
Code Section .501(c)(12). To retain tax-exempt status under this section, at least 85% of the Big 
Rivers’ receipts must be generated from transactions with the Company’s members. In 1983, sales to 
nonmembers resulted in Big Rivers failing to meet the 85% requirement. Until Big Rivers can meet 
the 85% member income requirement, the Company will not be eligible for tax-exempt status and 
will be treated as a taxable cooperative. 

As a taxable cooperative, Big Rivers is entitled to exclude the amount of patronage allocations to 
members from taxable income. Income and expenses related to non-patronage sourced operations are 
taxable to Big Rivers. Big Rivers files a federal income tax return and certain state income tax 
returns. 

Under the provisions of FASB ASC 740, Incoine Taxes, Big Rivers is required to record deferred tax 
assets and liabilities for temporary differences between amounts reported for financial reporting 
purposes and amounts reported for income tax purposes. Deferred tax assets and liabilities are 
determined based upon these temporary differences using enacted tax rates for the year in which 
these differences are expected to reverse. Deferred income tax expense or benefit is based on the 
change in assets and liabilities from period to period, subject to an ongoing assessment of realization. 
Tax benefits associated with income tax positions taken, or expected to be taken, in a tax return are 
recorded only when the more-likely than-not recognition threshold is satisfied and measured at the 
largest amount of benefit that is greater than SO% likely of being realized upon settlement. 
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BIG RIVERS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 3 1,201 1 and 201 0 

(Dollars in thousands) 

(0 Fatronagc Capital 

As provided in the bylaws, Big Rivers accounts for each year’s patronage-sourced income, both 
operating and nonoperating, on a patronage basis. Notwithstanding any other provision of the 
bylaws, the amount to be allocated as patronage capital for a given year shall not be less than the 
greater of regular taxable patronage-sourced income or alternative minimum taxable 
patronage-sourced income. 

(m) Derivatives 

Management has reviewed the requirements of FASB ASC 815, Derivatives and Hedging, and has 
determined that certain contracts the Company is party to may meet the definition of a derivative 
under FASB ASC 815. The Company has elected the Normal Purchase and Normal Sale exception 
for these contracts and, therefore, the contTacts are not required to be recognized at fair value in the 
financial statements. 

(ii) Fair Value Measurements 

FASB ASC 820, Fair Value Measurements and Disclosures, defines fair value as the exchange price 
that would be received for an asset or paid to transfer a liability (an exit price) in the principal, or 
most advantageous, market for the asset or liability in an orderly transaction between market 
participants at the measurement date. FASB ASC 820 establishes a three-level fair value hierarchy 
that prioritizes the inputs used to measure fair value. This hierarchy requires entities to maximize the 
use of observable inputs when possible. The three levels of inputs used to measure fair value are as 
follows: 

0 

0 

Level 1 - quoted prices in active markets for identical assets or liabilities; 

Level 2 - observable inputs other than quoted prices included in Level 1,  such as quoted prices 
for similar assets and liabilities in active markets; quoted prices for identical or similar assets 
and liabilities in markets that are not active; or other inputs that are observable or can be 
corroborated by observable market data; and 

Level 3 - unobservable inputs that are supported by little or no market activity and that are 
significant to the fair values of the assets or liabilities, including certain pricing models, 
discounted cash flow methodologies, and similar techniques that use significant unobservable 
inputs. 
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BIG RIVERS ELECTRIC CQRPQRATIQN 

Notes to Financial Statements 

December 3 1 , 20 1 1 and 20 10 

(Doliars in thousands) 

(2) EG&E Lease Agreement 

Big Rivers, LG&E and KU, Western Kentucky Energy Corporation (WKEC), and LGBrE Energy 
Marketing (L,EM), closed effective July 17, 2009, a transaction resulting in a mutually acceptable early 
termination of the 1998 LGBrE Lease Agreement (referred herein as the IJnwind Transaction or Unwind). 
LG&E and I<U, WKEC, and LEM are collectively referred to in the notes as “LG&E and KU Entities.” 
This transaction was approved by the KPSC and the RUS. The Unwind Transaction resulted in Big Rivers 
recognizing a net gain of $537,978. This transaction resulted in the acquisition of assets, the assumption of 
liabilities, the forgiveness of liabilities, and the establishment of a regulatory reserve prescribed by the 
KPSC in their approval of the transaction. Assets and liabilities in the unwind transaction were accounted 
for at fair value or recorded value, as appropriate. The gain from the Unwind Transaction is summarized as 
follows: 

IJ nwi nd 
gain 

Assets received: 
Cash 
Coleman scrubber 
Inventory 
Construction in progress 
{Jtility plant assets 
SO2 allowances 

Liabilities (assumed) forgiven: 
Economic reserve 
Rural economic reserve 
Post-retirement benefits liability 
Residual value payments obligation 
LEM Settlement Note 

Deferred lease income 
Deferred loss from termination of sale/leaseback 
Deferred loss from LEM Marketing Payment/Settlement Note 
1Jnwind transaction costs 
Other 

Recognition of (expenses) income: 

Gain on unwind transaction 

$ 506,675 
98,500 
55,000 
23,074 
19,679 

980 

(157,000) 
(60,856) 

145,25 I 
15,440 

(8,768) 

7,187 

( I  4,520) 
( I  8,99 1) 

156 

$ 537,978 

(73,829) 

The terms of the LG&E Lease Agreement as originally structured are outlined in the following text. 

On July 15, 1998 (Effective Date), a lease was consummated (Lease Agreement), whereby Big Rivers 
leased its generating facilities to Western Kentucky Energy Corporation (WKEC), a wholly owned 
subsidiary of LG&E and KU. Pursuant to the Lease Agreement, WKEC operated the generating facilities 
and maintained title to all energy produced. Throughout the lease term, in order for Big Rivers to fulfill its 
obligation to supply power to its members, the Campany purchased substantially all of its power 
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BIG RIVERS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 3 1,201 1 and 201 0 

(Dollars in thousands) 

requirements from LG&E Energy Marketing Corporation (LEM), a wholly owned subsidiary of LG&E 
and KLJ, pursuant to a power purchase agreement. 

Big Rivers continued to operate its transmission facilities and charged LEM tariff rates for delivery of the 
energy produced by WKEC and consumed by LEM’s customers. The significant terms of the L,ease 
Agreement were as follows: 

a. 

b. 

WKEC was to lease and operate Big Rivers’ generation facilities through 2023. 

Big Rivers retained ownership of the generation facilities both during and at the end of the lease 
term. 

c. WKEC paid Big Rivers an annual lease payment of $30,965 over the lease term, subject to certain 
adjustments. 

On the Effective Date, Big Rivers received $69,100 representing certain closing payments and the 
first two years of the annual lease payments. In accordance with FASB ASC 840, L,eases, the 
Company amortized these payments to revenue on a straight-line basis over the life of the lease. 

Big Rivers continued to provide power for its members, excluding the member loads serving the 
Aluminum Smelters, through its power purchase agreements with LEM and the Southeastern Power 
Administration, based on a pre-determined maximum capacity. When economically feasible, the 
Company also obtained the power necessary to supply its member loads, excluding the Aluminum 
Smelters, in the open market. Kenergy C o p ’ s  retail service for the Aluminum Smelters was served 
by LEM and other third-party providers that included Big Rivers. To the extent the power purchased 
from LEM did not reach pre-determined minimums, the Company was required to pay certain 
penalties. Also, to the extent additional power was available to Big Rivers under the L,EM contract, 
Big Rivers made sales to nonmembers. 

LEM reimbursed Big Rivers the margins expected from the Aluminum Smelters, defined as the net 
cash flows that Big Rivers anticipated receiving if the Company had continued to serve the 
Aluminum Smelters’ load, as filed in the Rate Hearing (the Monthly Margin Payments). 

WKEC was responsible for the operating costs ofthe generation facilities; however, Big Rivers was 
partially responsible for ordinary capital expenditures (Nonincremental Capital Costs) for the 
generation facilities over the term of the Lease Agreement, generally up to predetermined annual 
amounts. At the end of the lease term, Big Rivers was obligated to fund a “Residual Value Payment” 
to LG&E and KlJ for such capital additions during the lease (see note 1). Adjustments to the 
Residual Value Payment were made based upon actual capital expenditures. Additionally, WKEC 
made required capital improvements to the facilities to comply with new laws or changes to existing 
laws (Incremental Capital Costs) over the lease life (the Company was partially responsible for such 
costs-20% prior to termination of the lease) and the Company was required to submit another 
Residual Value Payment to LG&E and I<U for the undepreciated value of WICEC’s 80% share of 
these costs, at the end of the lease. The Company had title to these assets during the lease and upon 
lease termination. 

d. 

e. 

f. 

g. 
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BIG RIVERS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 3 1,20 1 1 and 20 10 

(Dollars in thousands) 

h. 

1. 

1. 

Big Rivers entered into a note payable with LEM for $ I  9,676 (the LEM Settlement Note) to be 
repaid over the term of the Lease Agreement, with an interest rate at 8% per annum, in consideration 
for LEM’s assumption of the risk related to unforeseen costs with respect to power lo be supplied to 
the Aluminum Smelters and the increased responsibility for financing capital improvements. The 
Company recorded this obligatian as a component of deferred charges with the related payable 
recarded as long-term debt in the accompanying balance sheets. This deferred charge was amortized 
on a straight-line basis up to the Effective Date of the Unwind Transaction. 

On the Effective Date, Big Rivers paid a nonrefundable marketing payment of $5,933 to LEM, 
which was recorded as a component of deferred charges. This amount was amortized on a 
straight-line basis up to the Effective Date of the Unwind Transaction. 

During the lease term, Big Rivers was entitled to certain “billing credits” against amounts the 
Company owed LEM under the power purchase agreement. Each month during the first 55 months 
of the lease term, Big Rivers received a credit of $89. For the year 201 1, Big Rivers was to receive a 
credit of $2,611 and for the years 2012 through 2023, the Company was to receive a credit of $4,11 I 
annually. 

In accordance with the power purchase agreement with LEM, the Company was allowed to purchase 
power in the open market rather than from LEM, incurring penalties when the power purchased from LEM 
did not meet certain minimum levels, and to sell excess power (power not needed to supply its 
jurisdictional load) in the open market (collectively referred to as Arbitrage). Pursuant to the New RUS 
Promissory Note (currently the RUS Series A Note) and the RUS ARVP Note (currently the RUS Series B 
Note), the benefit, net of tax, as defined, derived from Arbitrage had to be divided as follows: one-third, 
adjusted for capital expenditures, was used to make principal payments on the New RIJS Promissory Note; 
one-third was used to niake principal payments on the RUS ARVP Note; and the remaining value was 
retained by the Company. 
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BIG RNERS ELECTRIC CORPORATEQN 

Notes to Financial Statements 

December 3 1,201 1 and 201 0 

(Dollars in thousands) 

(3) KJtility Plant 

At December 3 1 , 20 I 1 and 201 0, utility plant is summarized as follows: 

201 1 2010 

Classified plant in service: 
Production plant 
Transmission plant 
General plant 
Other 

Less accumulated depreciation 

Construction in progress 
Utility plant - net 

$ 1,706,243 $ 1,689,024 
238,738 237,689 
33,744 18,937 

543 543 

1,979,268 1,946,193 

936.355 909.501 

1,042,9 13 1,036,692 

49,150 54,874 
$ 1,092,063 $ 1,091,566 

Interest capitalized for the years ended December 31, 201 1, 2010, and 2009, was $548, $684, and $133, 
respectively. 

The Company has not identified any material legal asset retirement obligations, as defined in FASB 
ASC 4 I O ,  Assei Retiremeni and Environmenlal Obligations. In accordance with regulatory treatment, the 
Company records an estimated net cost of removal of its utility plant through normal depreciation. As of 
December 3 1, 201 1 and 2010, the Company had approxirnately $41,449 and $38,000, respectively, related 
to nonlegal removal costs included in accumulated depreciation. 
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BIG REVERS ELJECTRIC CORPOFUTION 

Notes to Financial Statements 

December 3 1 ,20  1 1 and 20 10 

(Dollars in thousands) 

(4) Debt and Other Long-Term Obligations 

A detail of long-term debt at December 3 1, 201 1 and 20 I O  is as follows: 

201 1 201 0 

RUS Series A Promissory Note, stated amount of $523,192, 
stated interest rate of 5.75%, with an imputed interest rate 
of 5.84% maturing July 2021 $ 521,250 $ 558,73 1 

RIJS Series B Promissory Note, stated amount of $245,530, 
no stated interest rate, with interest imputed at 5.80%, 
maturing December 2023 123,049 116,165 

County of Ohio, Kentucky, promissory note, fixed interest 

County of Ohia, Kentucky, promissory note, variable interest 
rate (average interest rate of3.30% and 3.27% in 201 1 

rate of 6.00%, maturing in July 203 1 83,300 S3,?00 

and 2010, respectively), maturing in June 2013 58,800 58.800 

Total long-term debt 786,399 SI 6,996 

Current maturities 72,145 7,373 
Total long-term debt - net of current maturities $ 714,254 $ 809.623 

The following are scheduled maturities of long-term debt at December 3 1 : 

Amount 

Year: 
2012 
201 3 
2014 
201 5 
2016 
Thereafter 

Total 

$ 72,145 
79,260 
21,661 
22,955 

23 1,882 
358.496 

$ 786,399 

(a) RUS Notes 

On July 15, 1998, Big Rivers recorded the New RIJS Promissory Note and the RUS ARVP Note at 
fair value using the applicable market rate of 5.82%. On the Unwind Closing Date, the New RUS 
Note and the ARVP Note were replaced with the RUS 2009 Promissory Note Series A and the RUS 
2009 Promissory Note Series B, respectively. After an Unwind Closing Date payment of $140,181, 
the RUS 2009 Promissory Note Series A is recorded at an interest rate of 5.84%. The RUS 2009 
Series B Note is recorded at an imputed interest rate of 5.80%. The RUS Notes are collateralized by 
substantially all assets of the Company and secured by the Indenture dated July 1, 2009 between the 
Company and U.S. Bank National Association. 
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BIG RIVERS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 3 1,201 1 and 2010 

(Dollars in thousands) 

(b) Pollution Control Bonds 

In June 2010, the County of Ohio, Kentucky, issued $83,300 of Pollution Control Refunding 
Revenue Bonds, Series 2010A (Series 2010A Bonds), the proceeds of which are supported by a 
promissory note from Big Rivers, which bears the same interest rate. These bonds bear interest at a 
fixed rate of 6.00% and mature in July 203 1. 

The County of Ohio, Kentucky, issued $58,800 of Pollution Control Variable Rate Demand Bonds, 
Series 1983 (Series 1983 Bonds), the proceeds of which are supported by a promissory note from 
Big Rivers, which bears the same interest rate as the bonds. These bonds bear interest at a variable 
rate and mature in June 20 13. 

The Series 1983 Bonds are supported by a liquidity facility issued by Credit Suisse First Boston, 
which was assigned to Dexia Credit in 2006. In addition, the Series 1983 Bonds are supported by a 
municipal bond insurance and surety policy issued by Ambac Assurance Corporation. Big Rivers has 
agreed to reimburse Ambac Assurance Corporation for any payments under the municipal bond 
insurance policy or the surety policy. Both Series are secured by the Indenture dated July 1, 2009 
between the company and U.S. Bank National Association. 

The Series 1983 Bonds are subject to a maximum interest rate of 13.00%. The December 3 1, 201 1 
interest rate on the Series 1983 Pollution Control Bonds was 3.25%. 

(c) Notes Paj’abk 

Notes payable represent the Company’s borrowing on its line of credit with the National Rural 
IJtilities Cooperative Finance Corporation (CFC) and CoBank, ACB (CoBank). The maximum 
borrowing capacity on the lines of credit is $100,000 consisting of $50,000 each for CFC and 
CoBank. In March 201 1, Big Rivers paid down the $10,000 of borrowings outstanding on the 
CoBank line of credit at December 31, 2010. The Company had no borrowings outstanding on the 
lines of credit at December 3 1, 201 1. Letters of credit issued under an associated Letter of Credit 
Facility with CFC reduced the borrowing capacity on the CFC line of credit by $5,375 and $5,928 at 
December 31, 201 1 and 2010, respectively. Advances on the CFC line of credit bear interest at a 
variable rate and outstanding balances are payable in full by the maturity date of July 16, 2014. The 
CFC variable rate is equal to the CFC Line of Credit Rate, which is defined as “the rate published by 
CFC from time to time, by electronic or other means, for similarly classified lines of credit, but if not 
published, then the rate determined for such lines of credit by CFC from time to time.” Advances on 
the CoBank line of credit bear interest at a variable rate and outstanding balances are payable in full 
by the maturity date of July 16, 2012. The CaBank variable rate is a fixed rate per annum (for 
interest periods of 1, 2, 3, and 6 months) equal to LIBOR plus the Applicable Margin as determined 
by the Company’s credit rating. On February 25, 201 1, a $2,500 CFC line of credit, available to the 
Company to finance storm emergency repairs and expenses related to electric utility operations, 
matured. 
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December 31,201 1 and 2010 

(Dollars in thousands) 

(d) Covenants 

Big Rivers is in compliance with all debt covenants associated with both long-term and short-term 
debt. The Company’s Indenture and its line of credit with CFC require that a Margins for Interest 
Ratio (MFIR) of at least 1.10 be maintained for each fiscal year. The CoBank line of credit 
agreement requires that at the end of each fiscal year the Company have a Debt Service Coverage 
Ratio (DSCR) of not less than 1.20. Big Rivers’ lines of credit with CFC and CoBank require Equity 
to Asset ratios of 12% and IS%, respectively. Big Rivers’ 201 I MFIR was 1.12, its DSCR was 1.47 
and the Asset to Equity Ratio was 27%. 

(5) Rate Matters 

The rates charged to Big Rivers’ members consist of a demand charge per kilowatt (kW) and an energy 
charge per kilowatt hour (kWh) consumed as approved by the ICPSC. The rates include specific demand 
and energy charges for its members’ two classes of customers, the large industrial customers and the rural 
customers under its jurisdiction. For the large industrial customers, the demand charge is generally based 
on each customer’s maximum demand during the current month. Effective September 1, 201 1, the 
Company received approval from the KPSC to base the member rural demand charge on its Maximum 
Adjusted Net Local Load (as defined in Big Rivers tariff). 

Prior to the Unwind Transaction the demand and energy charges were not subject to ad,justments for 
increases or decreases in fuel or environmental costs. In con.junction with the Unwind Transaction, the 
ICPSC approved the implementation of certain tariff riders; including a fuel adjustment clause and an 
environmental surcharge, offset by an unwind surcredit (a refund to tariff members of certain charges 
collected from the Aluminum Smelters in accordance with the contract terms). The net effect of these 
tariffs is recognized as revenue on a monthly basis with a partial offset to the regulatory liability - member 
rate mitigation described below. 

The net impact of the tariff riders to members rates is currently mitigated by a Member Rate Stability 
Mechanism (MRSM) that was funded by certain cash amounts received from the E.ON Entities in 
connection with the IJnwind Transaction (the Economic and Rural Economic Reserves) and held by Big 
Rivers as restricted investments. An offsetling regulatory liability - member rate mitigation was 
established with the funding of these accounts. 

In its order approving the Unwind Transaction, the KPSC stipulated that Big Rivers file a rate case within 
three years of the Unwind Closing Date or by July 2012. On March 1, 201 1, the Company filed an 
application with the KPSC requesting, among other things, authority to adjust its rates for wholesale 
electric service. The KPSC entered an order on November 17, 2011, granting Big Rivers an annual 
revenue increase of $26,745. One of the intervenors in the case has filed an appeal seeking, among other 
things, an approximate $6,200 reduction in the revenue relief granted in the order, and will presumably ask 
that any relief obtained be retroactive to the effective date of the rates approved in the order (September 1, 
201 1). Big Rivers has also sought rehearing on certain matters raised in the order that could increase Big 
Rivers’ annual revenue by $2,73 5 .  

The wholesale rates established for the members nonsmelter large direct-served industrial customers 
(the Large Industrial Rate) provide the basis for pricing the energy consumed by the Aluminum Smelters. 
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The primary component of the pricing used for the Aluminum Smelters is an energy charge in dollars per 
megawatt hour (MWh) determined by applying the L,arge Industrial Rate to a load with a 98% load factor, 
and adding an additional charge of $0.25 per MWh. The other components reflected in the pricing of the 
Aluminum Smelters’ energy usage are certain charges and credits as provided for under the terms of the 
Aluminum Smelters’ wholesale electric service agreements between Big Rivers and Kenergy Corp. 
(Kenergy Corp. is the retail provider for the Aluminum Smelters load). 

(6) Income Taxes 

At December 3 1 , 201 1, Big Rivers had a Nonpatron Net Operating Loss Carryforward of approximately 
$32,434 expiring at various times between 201 I and 2031, and an Alternative Minimum Tax Credit 
Carryforward of approximately $7,138, which carries forward indefinitely. 

The Company has not recorded any regular income tax expense for the years ended December 3 1, 201 1, 
2010, and 2009, as the Company has utilized federal net operating losses to offset any regular taxable 
income during those years. Had the Company not had the benefit of a net operating loss carryforward, the 
Company would have recorded $3,613, $3,846, and $19,619 in current regular tax expense for the years 
ended December 31,201 1,201 0 and 2009, respectively. 

The components of the net deferred tax assets as of December 3 1, 20 I I and 201 0 were as follows: 

201 1 2010 

Deferred tax assets: 
Net operating loss carryforward 
Alternative minimum tax credit carryforwards 
Member rate mitigation 
Fixed asset basis difference 
RUS Series B Note 

Total deferred tax assets 

Deferred tax liabilities: 
RUS Series B Note 
Bond refunding costs 

Total deferred tax liabilities 

Net deferred tax asset (prevaluation allowance) 

Valuation allowance 
Net deferred tax asset 

$ 12,812 $ 16,730 
7,138 6,038 

10,326 10,326 
3,980 10,752 

19,689 14,767 

53,945 58,613 

(9) (8) 

(9) (8) 
53,936 58,605 

(53,936) (58,605) 
- $ __ $ 
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A reconciliation of the Company’s effective tax rate for 201 1,2010, and 2009 follows: 

Federal rate 
State rate - net of federal benefit 
Permanent differences 
Patronage allocation to members 
Tax benefit of operating loss 

carryforwards and other 
Alternative minimum tax 

Effective tax rate 

2011 

35.0% 
4.5 
0.9 

(40.8) 

0.4 
3 .5 

3.5% 

20110 2009 

3 5 .O% 35.0% 
4.5 4.5 
0.5 - 

(38.8) (35.4) 

3 .O% 0.2% 

The Company files a federal income tax return, as well as certain state income tax returns. The years 
currently open for federal tax examination are 2007 through 201 I and 1996 through 1997, due to unused 
net operating loss carryforwards. The major state tax jurisdiction currently open for tax examination is 
Kentucky for years 2004 through 201 1 and years 2001 through 2003, also due to unused net operating loss 
carryforwards. The Company has not recorded any unrecognized tax benefits or liabilities related to federal 
or state income taxes. 

The Company classifies interest and penalties as an operating expense on the income statement and 
accrued expense in the balance sheet. No material interest or penalties have been recorded during 201 1, 
20 10, or 2009. 

(7) Power Purchased 

Prior to the Unwind Transaction and in accordance with the Lease Agreement, Big Rivers supplied all of 
the members’ requirements for power to serve their customers, other than the Aluminum Smelters. 
Contract limits were established in the Lease Agreement and included minimum and maximum hourly and 
annual power purchase amounts. Big Rivers could not reduce the contract limits by more than 12 MW in 
any year or by more than a total of 72 MW over the lease term. In the event Big Rivers failed to take the 
minimum requirement during any hour or year, Big Rivers was liable to LEM for a certain percentage of 
the difference between the amount of power actually taken and the applicable minimum requirement. 

Although Big Rivers was required by the Lease Agreement to purchase minimum hourly and annual 
amounts of power from LEM, the lease did not prevent Big Rivers from paying the associated penalty in 
certain hours to purchase lower cost power, if available, in the open market or reselling a portion of its 
purchased power to a third party. The power purchases made under this agreement for the year ended 
December 3 1, 2009, was $5 1,592 and is included in power purchased and interchanged on the statement of 
operations. 

18 (Continued) 



BIG RIVERS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 3 1,201 1 and 201 0 

(Dollars in thousands) 

(S) Pension Plans 

(a) Defined Benefit Plans 

Big Rivers has noncontributory defined benefit pension plans covering substantially all employees 
who meet minimum age and service requirements and who were employed by the Company prior to 
the plans closure dates cited below. The plans provide benefits based on the participants’ years of 
service and the five highest consecutive years’ compensation during the last ten years of 
employment. Big Rivers’ policy is to fund such plans in accordance with the requirements of the 
Employee Retirement Income Security Act of 1974. 

The salaried employees defined benefit plan was closed to new entrants effective January 1, 2008, 
and the bargaining employees defined benefit plan was closed to new hires effective November 1, 
2008. The Company simultaneously established base contribution accounts in the defined 
contribution thrift and 40 1 (k) savings plans, which were renamed as the retirement savings plans. 
The base contribution account for an eligible employee, which is one who meets the minimum age 
and service requirements, but for whom membership in the defined benefit plan is closed, is funded 
by employer contributions based on graduated percentages of the employee’s pay, depending on his 
or her age. 

The Company has adopted FASB ASC 71.5, Coinpensation - Relireinent Benefits, including the 
requirement to recognize the funded status of its pension plans and other postretirement plans (see 
note I 1  - Postretirement Benefits Other Than Pensions). FASB ASC 715 defines the funded status of 
a defined benefit pension plan as the fair value of its assets less its projected benefit obligation, 
which includes projected salary increases, and defines the funded status of any other postretirement 
plan as the fair value of its assets less its accumulated postretirement benefit obligation. 

FASB ASC 715 also requires an employer to measure the funded status of a plan as of the date of its 
year-end balance sheet and requires disclosure in the notes to the financial statements certain 
additional information related to net periodic benefit costs for the next fiscal year. The Company’s 
pension and other postretirement benefit plans are measured as of December 3 1,20 I 1 and 26 10. 
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The following provides an overview of the Conipany’s noncontributory defined benefit pension 
plans. 

A reconciliation of the Company’s benefit obligations of its noncontributory defined benefit pension 
plans at December 3 1,201 1 and 201 0 follows: 

2011 2010 

Benefit obligation - beginning of period $ 28,804 $ 25,493 
Service cost - benefits earned during the period 1,279 1,289 
Interest cost on projected benefit obligation 1,296 1,368 

Actuarial loss 845 1,460 

Benefit obligation - end of period $ 31,743 $ 28,804 

Benefits paid (481 (806) 

The accumulated benefit obligation for all defined benefit pension plans was $25,482 and $21,977 at 
December 3 1, 201 1 and 201 0, respectively. 

A reconciliation of the Company’s pension plan assets at December 31,201 1 and 2010 follows: 

201 1 2010 

Fair value of plan assets - beginning of period $ 25,267 9; 22,270 
Actual return on plan assets 324 2,707 
Employer contributions 2,890 1,096 

Fair value of plan assets - end of period 9; 28,000 $ 25.267 
Benefits paid (48 1 1 (806) 

The funded status of the Company’s pension plans at December 3 1,201 1 and 2010 follows: 

Benefit obligation - end of period 
Fair value of plan assets - end of period 

Funded status 

2011 2010 

9; (31,743) $ (28,804) 
28,000 25,261 

$ (3,743) $ (3.537) 
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Components of net periodic pension costs for the years ended December 31, 201 1, 2010, and 2009 
were as follows: 

2011 2010 2009 

Service cost 9; 1.279 $ 1,289 $ 1,241 
Interest cost 1,296 1,368 1,466 

Amortization of prior service cost 14 19 19 
Amortization of actuarial loss 46 1 5 84 834 
Settlement loss II_ ___ 1,690 

cost $ 1,313 $ 1,727 $ 3,918 

Expected return on plan assets (1,737) (1,533) (1,332) 

Net periodic benefit 

A reconciliation of the pension plan amounts in accumulated other comprehensive income at 
December 3 1, 201 1 and 201 0 follows: 

2011 2010 

Prior service cost 9; (26) 9; (40) 
‘Chamortized actuarial loss (1 1,151) (9,354) 

Accumulated other comprehensive income $ (11,177) $ (9,394) 

In 2012, $14 of prior service cost and $696 of actuarial loss is expected to be amortized to periodic 
benefit cost. 

The recognized adjustments to other comprehensive income (loss) at December 3 1, 20 1 1 and 201 0 
foll ows: 

201 1 2010 

Prior service cost $ 14 $ 19 

Other comprehensive income (loss) $ (1,783) $ 316 

{Jnamortized actuarial gain (loss) (1,797) 297 

At December 31, 201 1 and 201 0, amounts recognized in the balance sheets were as follows: 

-- 201 1 2010 

Deferred credits and other 
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Assumptions used to develop the prqjected benefit obligation and determine the net periodic benefit 
cost were as follows: 

201 1 2010 2089 

Discount rate - projected benefit 

Discount rate - net periodic benefit 

Rates of increase in compensation 

Expected long-term rate of return on 

obligation 4.26% 4.95% 5.59% 

cost 4.95 5.59 6.38 

levels 4.00 4.00 4.00 

assets 7.25 7.25 7.25 

The expected long-term rate of return on plan assets for determining net periodic pension cost for 
each fiscal year is chosen by the Company from a best estimate range determined by applying 
anticipated long-term returns and long-term volatility for various asset categories to the target asset 
allocation of the plans, as well as taking into account historical returns. 

Using the asset allocation policy adopted by the Company noted in the paragraph below, we 
determined the expected rate of return at a 50% probability of achievement Level based on 
(a) forward-looking rate of return expectations for passively managed asset categories over a 20-year 
time horizon and (b) historical rates of return for passively managed asset categories. Applying an 
approximately 80%/20% weighting to the rates determined in (a) and (b), respectively, produced an 
expected rate of return of 7.28%, which was rounded to 7.25%. 

Big Rivers utilizes a third party investment manager for the plan assets, and has communicated 
thereto the Company’s Retirement Plan Investment Policy, including a target asset allocation mix of 
50% U S .  Equities (an acceptable range of 45%-55%), 15% International Equities (an acceptable 
range of 10%-20%), and 35% fixed income (an acceptable range of 30%-40%). As of December 31, 
201 1 and 2010, the investment allocation was 56% and 58%, respectively, in 1J.S. Equities, 8% and 
9%, respectively, in International Equities, and 36% and 33%, respectively, in fixed income. The 
objective of the investment program seeks to (a) maximize return on investment, (b) minimize 
volatility, (c) minimize company contributions, and (d) provide the employee benefit in accordance 
with the plans. The portfolio is well diversified and of high quality. The average quality of the fixed 
income investments must be “A” or better. The equity portfolio must also be of investment grade 
quality. The performance of the investment manager is reviewed semi-annually. 
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At December 3 1,201 1 and 201 0, the fair value of Big Rivers’ defined benefit pension plan assets by 
asset category are as follows: 

Cash and money market 
Equity securities: 

U.S. large-cap stocks 
1J.S. mid-cap stock mutual funds 
U.S. small-cap stock mutual funds 
International stock mutual funds 
Preferred stock 

TIPS bond fund 
1J.S. government agency bonds 
Taxable U.S. municipal bonds 
tJ.L corporate bonds 
Global bond fund 

Fixed: 

Cash and money market 
Equity securities: 

1J.S. large-cap stocks 
U.S. mid-cap stock mutual funds 
I.I.S. small-cap stock mutual funds 
International stock mutual funds 
Preferred stock 

TIPS bond fund 
U.S. government agency bonds 
Taxable IJ.S. municipal bonds 
1J.S. corporate bonds 

Fixed: 

December 31, 
Level 1 Level 2 2011 

$ 2,129 9; - 9; 2,129 

10,178 _I_ 30,178 
3,365 ___ 3,365 
1,666 - 1,666 
2,168 - 2,168 

493 __ 493 

723 723 - 
- 1,085 1,085 
__ 3,258 3,258 
__ 2,630 2,630 
___ 305 305 

$ 20,722 $ 7.278 $ 28,000 

December 31, 
Level 1 Level 2 2010 

$ 1,517 $ _I_ 9; 1,517 

9,73 1 ___ 9,73 1 
2,926 2,926 
1,448 - 1,448 
2,194 __ 2,194 

490 490 I__ 

161 161 - 
___ 1,843 1,843 
__ 2,635 2,635 
- 2,322 2,322 

$ 18,467 $ 6,800 $ 25,267 
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Expected retiree pension benefit payments projected to be required during the years following 20 1 1 
are as follows: 

Amount 

Years ending December 3 1 : 
2012 9; 2,330 
2013 4,386 
2014 1,799 
201s 3,196 
2016 3,265 
2017-2020 10.986 

Total 9; 25,962 

In 20 12, the Company expects to contribute $970 to its pension plan trusts. 

(6) Defined Contribution Plans 

Big Rivers has two defined contribution retirement plans covering substantially all employees who 
meet minimum age and service requirements. Each plan has a thrift and 401(k) savings section 
allowing employees to contribute up to 75% of pay on a pre-tax and/or after-tax basis, with employer 
matching contributions equal to 60% of the first 6% contributed by the employee on a pre-tax basis. 

A base contribution retirement section was added and the plan name changed from thrift and 401(k) 
savings to retirement savings, effective January 1, 2008, for the salaried plan and November 1,2008, 
for the bargaining plan. The base contribution account is funded by employer contributions based on 
graduated percentages of pay, depending on the employee's age. 

The Company's expense under these plans was $4,464 and $4,389 for the years ended December 3 1, 
20 1 1 and 20 10, respectively. 

(c) Deferred Compensation Plan 

Big Rivers sponsors a nonqualified deferred compensation plan for its eligible employees who are 
members of a select group of management or highly compensated employees. The purpose of the 
plan is to allow participants to receive contributions or make deferrals that they could not receive or 
make under the salaried employees qualified defined contribution retirement savings plan (formerly 
the thrift and 401(k) savings plan) as a result of nondiscrimination rules and other limitations 
applicable to the qualified pian under the Internal Revenue Code. The nonqualified plan also allows 
a participant to defer a percentage of his or her pay on a pre-tax basis. 

The nonqualified deferred compensation plan is unfunded, but the Company has chosen to finance its 
obligations under the plan, including any employee deferrals, through a rabbi trust. The trust assets 
remain a part of the Company's general assets, subject to the claims of its creditors. The 201 1 
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employer contribution was $58 and deferred compensation expense was $S 1. As of December 3 1, 
201 1, the trust asset was $283 and the deferred liability was $202. 

(9) Restricted Investments 

The amortized costs and fair values of Big Rivers restricted investments held for member rate mitigation at 
December 3 1,20 1 1 and 20 10 are as follows: 

201 1 2010 

costs values costs values 
Amortized Fair Amortized Fair 

Cash and money market $ 12,765 $ 12,764 $ 12,812 $ 12,812 
Debt securities: 

U.S. Treasuries 62,073 63,917 60,94 1 62,582 
1J.S. government agency S8,324 88,485 143,809 143,922 

Total $ 163,162 $ 165,166 $ 217,562 $ 219,316 

Gross unrealized gains and losses on restricted investments at December 3 1, 201 1 and 2010 were as 
follows: 

2011 2010 

Gains Losses Gains Losses 

$ - $ - - $ 

1J.S. Treasuries 1,843 __ 1,641 - 

- Cash and money market $ 
Debt securities: 

IJ . S . government agency 161 ___ 33 1 217 
Total $ 2,004 $ - $ 1,972 $ 217 

Debt securities at December 31, 201 I and 2010 mature, according to their contractual terms, as follows 
(actual maturities may differ due to call or prepayment rights): 

201 1 201 0 

costs values costs values 
Amortized Fair Amortized Fair 

In one year or less $ 43,021 $ 43,092 $ 71,111 $ 71,193 
After one year through five years 120,141 122,074 146,45 1 148,123 

Total $ 163,162 $ 165,166 $ 217,562 $ 219,316 
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Gross unrealized losses on investments and the fair values of the related securities, aggregated by 
investment category and length of time that individual securities have been in a continuous unrealized loss 
position at December 3 1, 20 1 1 and 201 0 were as follows: 

201 1 201 0 

Less than 12 months Less than 12 months 
Fair Fair 

Losses values Losses values 

$ 
Debt securities: 

- 9; - __ $ - 
- - 217 15,783 

Total $ ___ $ ___ $ 217 $ 15,783 

U.S. Treasuries $ 
IJ. S. government agency 

The unrealized loss positions were primarily caused by interest rate fluctuations. The number of 
investments in an unrealized loss position as of December 31, 201 1 and 2010 was zero and one, 
respectively. Since the Company does not intend to sell and will more likely than not maintain each debt 
security until its anticipated recovery, and no significant credit risk is deemed to exist, these investments 
are not considered other-than-temporarily impaired. 

(10) Pair Value of Other Financial Instruments 

FASB ASC S20 defines fair value, establishes a framework for measuring fair value and expands 
disclosures about fair value measures. It applies under other accounting standards that require or permit 
fair value measurements and does not require any new fair value measurements. 

The carrying value of accounts receivable, and accounts payable approximate fair value due to their short 
maturity. At December 3 1, the Company’s cash and cash equivalents included short-term investments in an 
institutional money market government portfolio account classified as trading securities under ASC 320, 
Investments - Debt and Equity Securities, that were recorded at fair value which were determined using 
quoted market prices for identical assets without regard to valuation ad,justment or block discount (a 
Level 1 measure), as follows: 

201 1 2010 

Institutional money market government portfolio $ 44,844 $ 44,774 

It was not practical to estimate the fair value of patronage capital included within other deposits and 
investments due to these being untraded companies. 

Big Rivers’ long-term debt at December 31, 201 1 consists of RUS notes totaling $644,299, variable rate 
pollution control bonds in the amount of $58,800, and fixed rate pollution control bonds in the amount of 
$S3,300 (see note 4). The RTJS debt cannot be traded in the market and, therefore, a value other than its 
outstanding principal amount cannot be determined. The fair value of the Company’s variable rate 
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pollution control debt is par value, as each variable rate reset effectively prices such debt to the current 
marlcet. At December 31, 201 1, the fair value of Big Rivers’ fixed rate pollution control debt was 
determined based on quoted prices in active markets of identical liabilities (Level I measure) and totaled 
$86,399. 

(11) Postretirement Benefits Other than Pensions 

Big Rivers provides certain postretirement medical benefits for retired employees and their spouses. 
Generally, except for generation bargaining retirees, Big Rivers pays 85% of the premium cost for all 
retirees age 62 to 65. The Company pays 25% of the premium cost for spouses under age 62. For salaried 
retirees age 55 to age 62, Big Rivers pays 25% of the premium cost. Beginning at age 65, the Company 
pays 25% of the premium cost if the retiree is enrolled in Medicare Part B. For each generation bargaining 
retiree, Big Rivers establishes a retiree medical account at retirement equal to $1,200 per year of service up 
to 30 years ($1,250 per year for those retiring on or after January 1, 2012). The account balance is credited 
with interest based on the 10-year treasury rate subject to a minimum of 4% and a maximum of 7%. The 
account is to be used for the sole purpose of paying the premium cost for the retiree and spouse. 

The discount rates used i n  computing the postretirement benefit obligation and net periodic benefit cost 
were as follows: 

2011 2010 2009 

Discount rate - projected benefit obligation 4.29% 4.96% 5.78% 
Discount rate - net periodic benefit cost 4.96 5.7s 6.32 

The health care cost trend rate assumptions as of December 31,201 1 and 2010 were as follows: 

Initial trend rate 
Ultimate trend rate 
Year ultimate trend is reached 

2011 2010 

7.40% 7.60% 
4.50 4.50 

202s 2028 

A one-percentage-point change in assumed health care cost trend rates would have the following effects: 

2011 2010 

One-percentage-point decrease: 
Effect on total service and interest cost components $ (211) $ (20 1 ) 
Effect on year end benefit obligation (1,056) (1,131) 

One-percentage-point increase: 
Effect on total service and interest cost components 254 236 
Effect on year end benefit obligation 1,226 1,306 
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A reconciliation of the Company’s benefit obligations of its postretirement plan at December 3 1, 201 1 and 
201 0 follows: 

Benefit obligation - beginning of period 
Service cost - benefits earned during the period 
Interest cost on projected benefit obligation 
Participant contributions 
Benefits paid 
Actuarial loss 

Benefit obligation - end of period 

2011 2010 

$ 15,S64 $ 13,864 
1,253 1,313 

754 743 
160 85 

(61 1) (313) 
620 172 

9; 18,040 $ 15,864 

A reconciliation of the Company’s postretirement plan assets at December 3 1,201 I and 201 0 follows: 

Fair value of plan assets - beginning of period 
Employer contributions 
Participant contributions 
Benefits paid 
Fair value of plan assets - end of period 

201 1 2010 

$ __ - $ 
45 1 228 
160 85 

(61 1) (313) 
__ $ - $ 

The funded status of the Company’s postretirement plan at December 3 1,201 1 and 20 10 follows: 

Benefit obligation - end of period 
Fair value of plan assets - end of period 

Funded status 

201 1 2010 

9; (18,040) $ (1 5,864) 

$ (18,040) $ (1 5,864) 

The components of net periodic postretirement benefit costs for the years ended December 3 1,20 1 1,2010, 
and 2009 were as follows: 

201 1 2010 2009 

Service cost 
Interest cost 

$ 1,253 9; 1,313 $ 878 
754 74.3 464 

Amoitization of prior service cost 17 17 17 

Amortization of transition obligation 31 31 31 
(17) 

Net periodic benefit cost $ 2,055 $ 2,104 $ 1,373 

Amortization of actuarial (gain) - - 
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A reconciliation of the postretirement plan amounts in. accumulated other comprehensive income (loss) at 
December 3 1 , 201 1 and 201 0 follows: 

Prior service cost 
Unamortized actuarial gain (loss) 
Transition obligation 

2011 2010 

$ (130) 9; (1 47) 

(31) (62) 
(385) 235 

Accumulated other comprehensive income (loss) $ (546) $ 26 

In 2012, $18 of prior service cost, $0 of actuarial gain, and $31 of the transition obligation is expected to 
be amortized to periodic benefit cost. 

The recognized ad,justments to other comprehensive loss at December 3 1,201 1 and 20 10 follows: 

Prior service cost 
Unamortized actuarial loss 
Transit ion obligation 

Other comprehensive loss 

2011 2010 

$ 17 $ 18 
(620) ( 172) 

31 30 

$ (572) $ (124) 

At December 3 1,201 1 and 201 0, amounts recognized in the balance sheets were as follows: 

2011 2010 

Accounts payable 
Deferred credits and other 

$ (762) 9; (600) 
(1 7,278) (1 5,264) 

Net amount recognized $ (18,040) $ (15,864) 

Expected retiree benefit payments projected to be required during the years following 201 1 are as follows: 

Amount 
Year: 

2012 
2013 
201 4 
2015 
201 6 
2017-2021 

Total 

$ 76 1 
963 

1,148 
1,277 
1,383 
8,754 

$ 14,286 
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In addition to the postretirement plan discussed above, in 1992 Big Rivers began a postretirement benefit 
plan, which vests a portion of accrued sick leave benefits to salaried employees upon retirement or death. 
To the extent an employee’s sick leave hour balance exceeds 480 hours such excess hours are paid at 20% 
of the employee’s base hourly rate at the time of retirement or death. The accumulated obligation recorded 
for the postretirement sick leave benefit is $579 and $391 at December 31, 201 1 and 2010, respectively. 
The postretirement expense recorded was $19 1, $2 1, and $45 for 20 I 1, 20 IO,  and 2009, respectively, and 
the benefits paid were $3,  $5, and $78 for 20 1 1,20 10, and 2009, respectively. 

(12) Related Parties 

For the years ended December 3 1, 201 1, 201 0, and 2009, Big Rivers had tariff sales to its members of 
$1 5 1,472, $15 1,001, and $1 25,826, respectively. In addition, for the years ended December 3 1, 20 1 1, 
2010, and 2009, Big Rivers had certain sales to Kenergy for the Aluminum Smelters and Domtar Paper 
loads of $306,420, $281,473, and $1 67,885, respectively. 

At December 31, 201 1 and 2010, Big Rivers had accounts receivable from its members of $40,314 and 
$36,636, respectively. 

(IS) Commitments and Contingencies 

Big Rivers is involved in litigation arising in  the normal course of business. While the results of such 
litigation cannot be predicted with certainty, management, based upon advice of counsel, believes that the 
final outcome will not have a material adverse effect on the financial statements. 

Big Rivers plans to seek KPSC approval for its 2012 environmental compliance plan (ECP) in an April 
2012 filing. This ECP will consist of $283,490 of capital projects, primarily for a new scrubber at the D.B. 
Wilson station and a new selective catalytic reduction facility at the R.D. Green station, and certain 
additional operations and maintenance costs. The purpose of the ECP is to allow Big Rivers to comply, in 
the most cost-effective manner, with the U.S. Environmental Protection Agency Cross-State Air Pollution 
Rule, and Mercury and Other Air Toxics Standards. Among other things, the ECP filing will seek to 
recover the costs of the ECP through an amendment to Big Rivers’ existing environmental surcharge tariff 
rider, an automatic cost-recovery mechanism that is similar in function to the fuel adjustment clause. The 
regulatory process is expected to last six months after the filing date. 
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BIG RIVERS ELECTRIC CORPORATION 

1 

2 
3 
4 
5 

6 

7 
8 

9 

10 

APPLICATION OF IG RIVEXS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS 

CASE NO. 2012-00119 

Response to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

April 23,2012 

Item 8) 
schedules) for the year ended December- 31, 2011. 

Provide a copy of BREC‘s RTJS Form 12 (inclusive of all 

Response) 
Supply (formerly RTJS Form 12) for the year ended December 31, 2011, is 
attached. 

Big Rivers’ RUS Financial and Operating Report Electric Power 

Witness) Mark A. Hite 

Case No. 2012-00119 
Response to KIUC 1-8 
Witness: Mark A. Hite 

Page 1 of 1 



201 Third Street 
P.O. Box 24 
Henderson, KY 424 19-0024 

www. bigrivers.com 
270-827-256 1 

E L  E CT RI C C 0 RP 0 RAT I 0 N 

P 

April 2,2012 

Mr. Victor T. Vu 
Director, Power Supply Division 
USDA/RUS 
1400 Independence Avenue, S W, Stop 1568 
Washington, DC 20250 1568 

RE: RUS F o ~  12 

Dear Nr. Vu: 

Enclosed is the original signed Certification page of the electronically submitted Annual 
Operating Reports, Parts A, B, C, D, F, K, and I for the year ending December 3 1,201 1. 

A copy of this Part A filing has been mailed to each of the parties listed below. 

If you have any-questions, please contact Donna Windhaus, Manager General 
Accounting at (270) 844-6 167. 

Sincerely, 
BIG RIVERS ELECTRIC CORPORATION 

Mark A. Kite, CPA 
Vice President Accounting and Interim CFO 

W m s b  
Enclosures 

o o e o 2  21 2 
- 
5 : 
E 

Attachment for Response to KIUC 1-8 h 
Case No. 2012-00119 

Witness: Mark A. Hite 
Page 1 of 31 

http://bigrivers.com


April 2,2012 

Page 2 of 2 

C: Big Rivers’ Board of Directors 
Chairman - Kentucky Public Service Commission 
Jeff Cline - Kentucky Public Service Commission 
James M. Miller, Esq. - Sullivan, Mountjoy, Stainback & Miller, P.S.C. 
Mr. Sandy Novick - Kenergy 
Mr. Burns Mercer - Meade County R.E.C.C. 
Mr. G. Kelly Nuckols - Jackson Purchase Energy Corporation 
Ms. Kelli McClellan - EP-MN-WS3C - US. Bank Corpoiate Trust Services 
MLr. Philip G. h e  Jr. - U. S. Bank National Association 
Ms. Suk-Ling Ng - U. S .  Bank National Association 
Mr. John List - NRUCFC 
Mr. Mark Glotfelty -. Goldman, Sacks. & Co. 
Mr. Jefiey Childs - CoBank, ACB 
Mr. Fil Agusti - Steptoe & Johnson, LLP 
Mr. Ryan Baynes - Midwest I S 0  
Mr. Jeremy Jenkins _- Alcan Primary Products 
Mr. Tim Martin - Century Aluminum 
Mr. Doug Nelson - Wadell & Reed 
Joseph P. Charles - KPMG LLP 
Scott A. Heiser - KPMB LLP 
Kevin Lyons - KPMG LLP 
Email only: CRM.StructuredFinan~@de~ia-~.com 
Email only: &mckman@,ambac.com 
Email only: document-management@ac.com 

Case No. 2012-00119 
Attachment for Response to KIUC 1-8 

Witness: Mark A. Hite 
Page 2 of 31 
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UNITED STATES DEPARTMENT OF AGRICIJLTURE 
RURAL UTILITIFS SERVICE 

FLh'ANClAL AND OPERATWC REPORT 
ELECTRIC POWER SUPPLY 

' 

INSTRUCTIONS - See help in the online applicabon 

I 
RUS Financial and Operating Report Electric Power Supply Revision Date 2010 

BORROWER DESIGNATION KyDo62 

pERIon ENDED December, 2011 

BoRROWERNAME Big RLvers Electric Corporatron 

Case No. 2012-00119 
Attachment for Response to KIUC 1-8 

Witness: Mark A. Hite 
Page 3 of 31 



UNITED STATES DEPARTMENT OF AGRICULTIJRE 
RllRAL UTILITIES SERVICE 

BORROWER DESIGNATTON 
KY0062 

ITEM 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

PART A - FINANCIAL 

INSTRUCTIONS See help in the online application 

PERIOD ENDED 
December, 2011  

WAR-TO-DATE 
U S T Y E A R  I THISYEAR BUDGET 

Case No. 2012-00119 
Attachment for Response to KIUC 1-8 

Witness: Mark  A. Hi te  
Page 4 of 31 

I TXIS MOP\TA 
I (a) (b) (C) Id) 

514,490,437 558,372,354 544,848,212 - 47,411,310 

3 Other Operating Revenue i d  Income 12,834,016 I 3,616,878 19,083,396 379,876 

527,324,4531 561,989,232 563,932,208 47,791,186 4. 
5 Operating Expense- Production ~ Excluding Fuel 52,506,942 50,410,485 64,788,729 4,672,988 

19,074,410 6 Operating Expense - Production - Fuel 207,748,520 226,229,050 206,689,669 
7 Operatlog Expense - Other Power Supply 99,421,265 112,261,892 109,893,232 9,728,939 

841,338 K Operating Expense- Transmission 7,888,483 9,183,058 12,297,288 

9 Operating Expense - RTOlISO 233,099 2,529,532 2,783,040 211,850 

- 1 Electric Energy Revenues 

2 Income From Leased Property (Net) 

-)__ 

Total Operation Revenues & Patronage Capital (1 U m  3) 

10 Operating Expense - Distribution 

12 Operating Expense- Customer Service 8r Information 446,300 - 631,535 
13 Operating Expense - Sales 239,803 185,004 
14 Operating Expense - Admlnisuative & General 26,461,943 26,557,242 

15. Total Operation Expense (S lhru Id) 394,946,3551 427,987,198 

16 Maintenance Expense - Production 42,156,863 42,896,418 

---.--- . I I Operahng Evpense - Customer Accounts 

I 

I7 Maintenance Expense - Tmsmission I 4,473,124 4,680,625 

18 Maintenance Expense - RTO/ISO 
19 Maintenance Expense - Dismbution 
20 Maintenance Expense - General Plant 250,361 140,534 

21. Total Maintenance Expense (I6fhm 20) 46,880,348 47,117,571 

22 Depreciation and Amortization Expense 34,242,192 35,406,806 
73 Taxes 262,798 98,389 

24 Interest on Long-Term Debt 47,064,226 45,715,144 

26 Other Interest Expense 189,162 59,249 

2.5 Interest Charged to Construction - Credit (683,535) (548,206) 

I 
27 Asset Retirement Obligations 
28 Other Deductions 166,390 220,434 

29. Total Cost Of Electric Service (IS + 21 fhru 28) 523,067,936 556,657,191 

30. Operating Mnrgins (4 less 29) 4,256,517 5,332,041 

3 I Interest Income 391,494 150,516 

32 
33 

35 Generalion &Transmission Capital Credits 

37 Exhaordinary Items 
38. 
RUS Finsnciel and Operating Report Electric Power Supply - Part A - Fioenchl 

Allowance For Funds Used Dunng Constnrction 
income (Loss) &om Equity Investments I 

34 Other Non-operating Income (Net) I 2,321,6121 9,288 

36 Other Capital Credits and Patronage Dividends 21,292 108,536 

6,990,915 5,600,381 Ne1 Pntronnge Cnpitel Or Margins (30 thm 37) 

193,230 863,960 

918,500 44,078 

2,854,518 

423,962,892 37,621,351 

3,894,676 
563,893 

-___ 

25,728,474 

47,234,025 

3,262,807 - 

103,595 7,010 

50,600,427 4,465,579 

36,227,624 3,252,184 

249,228 (30,000) 

_. 

47,366,652 3,788,739 

228,904 9 

(425,884) (40,372) 

137,395 17,651 

558,347,238 49,075,141 

5,584,910 (1,283,955) 

385,669 6,179 

96,438 3,883 

6,067,077 I (1,273,893) 

Revision Date 2010 



UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

PART A - FlNANClAL 
INSTRUCTIONS - See helo in the onliiie awolication 

BORROWER DESIGNATION I KY0062 

PERIOD ENDED 
December, 2011 

2 Construction Work in Progress I 43,150,583 34 PatronageCapital 
3. Total Utility Plant (I + 2 )  2,028,418,307 a Assigned and Assignable 

b Retired This year 
c Retired Pnor yean 

4 Accum Provision for Depreciabon and Amortization 936,354,953 

I ,  I 

SECTION B. BALANCE SHEET 
ASSETS AND OTHER DEBITS I LlABILlTjES AND OTHER CREDITS 

I Total Utili& Plant in Service I 1,979,267,724 I 33 Membershios I 75 

0 
0 
0 

5. Net Utility Planl(3 - 4) 1,092,063,354 

6 Non-Uhlrty Property (Net) 0 
I 0 d. Net Patronage Capital (II - 6 - c) 

35 Operating Margins - Pnor Years (247,338,928) 
7 Investments in Subsidiary Companies 0 36 Operating Margin ~ Current Year I 5,440,576 

- 
RUS Finsocial and Operating Report Electric Power Supply - Part  A . Fioancinl Revision Date 2010 

Case No. 2012-00119 
Attachment  for Response to KIUC 1-8 

Witness: Mark  A. Hite  

9 lnvest m Assoc Org -Other _. General Funds 684,993 38 OtherMarpnsand Equities 
10 Invest in Assoc Org -Other - Nongenenl Funds 0 39. Total Margins 6r Equities 
I I Investments in Economic Development Projects 1 0 , 0 0 0  (33 +34d lhru 38) 
12 Other Investments 5,334 40 Long-Term Debt - RUS (Net) 
13 Special Funds 164,151,431 41 Long-TermDebt-FFB-RUSGuarantaed 

Page 5 of 31 

(7,278,745) 

389,820,515 

572,153,789 
0 

8 Invest in Assoc Org - Patronage Capital 

14. Tots1 Other Properly And Investments 
(6 thru I3) 

15 Cash - General Funds 

3 t 64 8 I 303 I 37 Non-Operating Margins 638,997,537 

42 Long-Term Debt - OLher - RUS Guaranteed 0 1 168,500,061 
142,100,000 43 Long-Term Debt - Other (Net) 

5,698 44 Long-Term Debt - RUS - Econ Devel (Net) I 0 

16 Cash -Construction Funds ~ Trustee 0 

1 R Ternnoran, Investments I 4 4,8 4 3,7 9 1 
17. Special Deposits 57 2,67 9 

45 Payments -Unapplied 0 

46. Total Long-Term Debt (40 thm 44 - 45) 714,253,789 
47 Oblimtions Under Ca~ital Leases Noncurrent 0 

19 Notes Receivable (Net) 

20 Accounts Receivable. Sales of Energy (Net) 

22,098,788 
48 Accumulated Operating Provisions 

and Asset Retirement Obligahons 0 

22,098,788 , 
43,114,276 49. ToLslOlherNonCnrrent Liabilities 

21 Accounts Receivable - Other (Net) 232,280 
22 Fuel Stock 33,894,014 
23 Renewable Energy Credits 0 

21 Materials and Supplies - Other 25,295,264 

25 Prepaymenls 4,507 736 
26 Other Current and Accrued Assets 943,68 4 

(67 +48) 

50 NotesPayable 0 
5 1 Accounts Payable 30,324,950 
52 Current Maturit ieshpTerm Debt 72,144,640 
53 Current Matunties Long-Term Debt - Rural Devel 0 
54 Current Matunlies Capital Leases 0 

27. Total Currenr And Accrued Assets 
(15 I h i  26) 

Property Losses 2g Unamortized Deb1 Discount & Extraordinary 

29 Regulatory Assets 

30 Other Deferred Debits 

956,559 
9,898,751 

2,079,214 57 Other Current and Accrued Liabilities 9,423,267 

58. Total Current & Accrued Liabilities 122,748,l.67 

1,870,225 59 Deferredcredits 169,001,017 

153,409,422 ?- 
56 Interest Accrued 

(50 thm 57) 

3 I .  
32. 

Accumulated Deferred Income Taxes 
Total Assets snd Other Debits 
(5+14+27 lhnr 31) 

0 60. Accumulated Deferred Income Tmes 0 

417, 922', 276 61. Total Liabilities rod Other Credits 1,417,922,276 (39 + 46 + 49 + 58 thru 60) 



UNITED STATES DEPAR- OF AGRICULTURFi 
RURAI.UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

INSTRUCTIONS - See help in the online application 

Footnote to RUS Financial and Operating Report Electric Power Supply - Part A 

Financial Ratios: 201 I 

Margins For interest Ratio (MFIR) 1.12 
- 

BORROWER DESIGNATION 

KYOO62 
I 

PERIOD F N D D  
December, 201 I 

RIJS Financial and Qpeming Report Electric Power Supply Revisiortl)ate 2 0 8  
,ase 0.2012-00119 

Attachment for Response to KIUC 1-8 
Witness: Mark A. Hite 

Page 6 of 31 
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I I 

UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL uTILITf% SaVICE 

FIh'ANCIAL AND OPERATING REPORT 
ELEeTRIC POWER SUPPLY 

BORROWER DESIGNATION 

KYOO62 

INSTRUCTIONS - See help in the online application PERIODE%DED 
December, 201 1 

SECTION C. CERTIFICATION m A N  DEFAULT NOTES 

I 

RUS Financial and Operating Report Eiectric Power Supply Revision Date 20 10 
Case No. 2012-00219 

Attachment for Response to KIUC 1-8 
Witness: Mark A. Hite 

Page 7 of 31 



UNITED STATES DEPARTMENT OF AGRICIJLTIJRE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

INSTRUCTIONS - See help in the online application 

RUS Financial and Operating Report Electric Power Supply 

BORROWER DESIGNATION 

KY0062 

PERIOD ENDED 
December, 201 1 

Revision Date 2010 
Case No. 2012-00119 

Attachment for Response to KIUC 1-8 
Witness: Mark A. Hite 

Page 8 of 31 

Sale No. Name OPCompany or Public RUS Statistical Renewable Primary Average Actual 
Authority Burrower Classification Energy Renewable Montbly Average 

Desigunlion Program Name Fuel Type Billing Monthly 

(MW) Demand 
Demand NCP 

(a) #) le) (d) (e) (0 (E) 
1 Ultmaje Consumer(s) AD 

Actual 
Average 

Monthty CP 
Demand 

Ib) 

2 Jackson Purchase Energy Corp ,KYO02O 
3 Kenergy Corporation (ICY0065) KY006S 
4 Kenergy Corppr@ion (KY0065) KY0065 
5 Kenergy Corporation (KY0065) ICY0065 

RQ I 126, 138 123 
RQ 366) 38 I 337 
IF 
LF 

6 Meade County Rural E C C L K Y O O I ~  IRQ 

8 Amencan Electnc Power (AEP) 
7 PowerSouth Energy Cooperative AL0042 }OS - -- I 
9 Cargill-Alliant LLC 10s 1 

10s 

92 98 86 

IO'Constellation Energy Commodities os I 
1 I EDF Trading North America, LLC 
12 Henderson Munic Power C Light 
13 Kentucky Utilities Company os 
14 Midwest Independent I os 

16 Southern Company Services os 

os 
os 

I 

15 PJM Interconnection (PA) os i 

Total for Ulhmate Consumer(s) I 
Total for Distnbution Boxrowers I S84 617 

1 

Total for G%T Borrowers 0 0 
Total for Other 0 0 

I 
Grand Total I I I 584 I 617 

546 
0 
0 

546 



I UNITED STATES DEPART!@NT OF AGJUCULRJRE 
RIJRAL UTILITIES SERVICE 

BORROWER DESIGNATION 

Sale No 

1 

I I KYO062 FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

Electricity Revenue Revenue Revenue Revennc 

( j + k + l )  
Sold Demand Cbarges Energy Charges Other Cbarges t0t.1 

(i) I s 0  m (m) 

IINSTRUCnONS - See help in the online application 

2 683,764 12,183,246 
3 2,180,184 39,374,026 
4. 41,321 
5 6,854,820 

lpEWoD ENDED December, 201 1 

19,812,058' 31,995,304 
57,356,716 96,i30,742 

1 ,54_0,045 1,540,045 
304,879,465 304,879,465 

61 480,251 I 8,815,839 1 13,93022 I 22,746,060 

RUS Financial and Operating Report Electric Power Snpply 

8 178,400 6,705,6201 I 6.705.620 
9 122.774 5,349.087 5,349,087 

10 188,615 6,153,968 6,153,968 
1,901,554 I I  63,156 1,901,554 ___- ~ 

12 2.540 77392 n.292 
13 23 835 835 
14 2,454.645 80,150,81 I 8O,LSO,811 
15 ( 1 8,Z 13) (16,213) 
16 3,472 104,576 104,576 
------ 

10,240,340 60,373,111 397,s 18,505 0 457,891,616 
1,160 0 55,208 0 55,208 

100,4_25,530 
558,372,354 

3,013,625 0 100,425,530 0 
13,255,125 60,373.1 I 1 497,999,243 0 

Revision Date 2010 
Case No. 2012-00119 

Attachment for Response to KIUC 1-8 
Witness: Mark A. Rite 

Page 9 of 31  



UNIlXD STATES DEPARTMENT OF AGRICIJLTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

BORROWER DESIGNATION 

KY0062 

INSTRUCTIONS ~ See help in the online applicahon PERIOD ENDED 
December, 201 1 

PART B SE - SALES OF ELECTRlClTY 
Sale Comments 
No 

1 
2 
3 

5 
6 

7 
8 

9 

10 
I 1  
12 

13 
14 

15 

16 _. 

RUS Financial and Operating Report Electric Power Supply Revision Date 2010 
Case No. 2012-00119 

Attachment for Response to KIUC 1-8 
Witness: Mark A. Hite 

Page 10 of 31 



UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

INSTRUCTIONS - See help in the online application 

RUS Financial sod  Operating Report Electric Power Supply 

BORROWER DESIGNATION 

KY0062 

PERIOD ENDED 
December, 201 1 

Revision Date 2010 
Case No. 2012-00119 

Attachment for Response t o  KIUC 1-8 
Witness: Mark A. Hite 

Page 11 of 31 

Pnrcb Name Of Company or Public RUS Statistical Renewable Energy Primary Average Actual 
ase kntbority Borrower Ciassification P rogram Name Renewable Month$ Average 
No. Designation Fuel Type Biliing Month$ NCP 

Demand Demand 

(a) fb) IC) (d) le) If!) 
(Mw) 

1 Ameren Mlssoun (MO) os 
ZlArnencan Electnc Power ( E P )  I os 

Actual 
Average 

Montbiy CP 
Demand 0 

fb) 

PART B PP - PURCHASED POWER 

3 Car&Allian! LLC 10s 
4 EDF Trading North-knenea, LLC 

5 Henderson Munic Power & Lipht 
6 Midwest Independent os 

Transmission System Operator 
(IN) 

7 PJM Intereonnec6on (PA) os 

os 

RQ 
(TX. 

81 RRI Energy Services (TX) SF 
S/Souiheastern Power Adrnin LF 

Total for Diskibubon Borrowers 
Total for G&T Bormweffi I 
Total for Other I 

0 0 0 
0 0 0 
0 0 0 

Grand Total I i 0 0 0 



UNITED STATES DEPARlMENT OF AGRICIJI.TlJRE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

INSTRIJCTIONS - See help in the online application 

RUS Financial and Operating Report Elcctric Powcr Supply 

BORRO- DESIGNATION 

KY0062 

PERlOD ENDED 
December, 201 I 

Revision Date 2010 
Case No. 2012-00119 

Attachment for Response to KI'CJC 1-8 
Witness: Mark A. Hite 

Page 12 of 31 

Purchase Electricity Electricity Electricity Demand Cbarges Energy Cbsrges Other Charges 
No Purcbnsed Reccived Delivered 

I) 1) (I) (m) (0) 
( Y h )  ( Y b )  y b '  

I 
1,407,656 1 49.776 

2 126.272 I 3,600,672 
3 61.332 1.742.720 
4 38.856 1,006,349 

Total 
(I + m + n) 

(0) 

1,407,656 
3,600,672 
1.742.72C 
1 .OD6.34E 

5 1,565,268 L 64,456,947 

6 717.888') 
7 
8 3,030 

22,866,798 22,966.796 
4.556 4,556 

428,969 428.969 
9 4 3 5.9 2 9 

0 0 

0 0 
2,988,361 0 
2,998,361 0 

I 9.164.377 9.164.377 

0 01 01 0 0 
0 0 0 0 a 
0 0 104,779.045 0 104,779,045 
0 0 104.779.045 0 104,779,045 



IJNITED STATES DEPART?vENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERA'ITNC REPORT 
ELECTRIC POWER SUPPLY 

INSTRUCTIONS - See help in the onIine application. 

i 11 
21 

BORROWER DE~IGNATTON 

KY0062 

PERIOD ENDED 
December, 201 1 

RUS Financial and Operating Report Electric Power Supply Rw'siou Date 2010 
ease No. 2012-00119 

Attachment for Response to KIUC 1-8 
Witness: Mark A. Hite 

Page 13 of 31 



nUNITED STATES DEPARTMENT OF AGRICULlllRE BQRROWER DESIGNATION 
RURAL URLlTlES SERVICE RY0062 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

PART C - SOURCES AND DtSTRlBIITlON OF ENERGY I PERIOD ENDED 
December, 2011 

INSTRUCTIONS - See help in the online application. 

SOURCES OF ENERGY 

I 
Generated in Own Plant (Decoirs on Pam D, E, F I G  FCC, and c) 

NET ENERGY 
NO. O F  CAPACITY RECiEVED BY COST 

PLANTS (kW) SYSTEM (MWh) (IT) 

I .  Fossil S t e m  

2 Nuclear 

3 Hydro 

4. Combined Cycle 

I 5 .  internal Combustion I 11 70,000 I 6,994 I 1,532,409 I 

4 1,489,000 10,277,356 385,412,676 

0 0 0 0 

0 0 0 0 

0 0 0 0 

6 Other 

7. Totrl in Own Plant ( I  rlrru 6) 

0 0 0 0 

5 1,559,000 10,284,350 386,945,285 

8. Tntsl Purrhased Power 

I- 

104,779,045 2,998,361 

__ ~ 

Transmission For or By Others - (Wheeling) 

- ~ ~~ - - ~  ._ 

9 Received Lnto System (Gross) 

IO 

11. Net lntcrcbnnge (9 -  IO) 

Delivered Out of System (Gross) 

I 12 Received lnto System I 29,536 I 44,304 I 

3,715,300 0 

3,614,830 0 

100,470 0 

-~ 
13 Delivered Out of System 

14. 

IS. 

Net Energy Wheelrd (12 - 13) 

Total Energy Available for Saie (7+8  + I I  + 14) 

Case No. 2012-00119 
Attachment for Response to KITJC 1-8 

Witness: Mark A. Hite 
Page 14 of 31 

29,536 44,304 

0 0 

13,383,181 

____- 
16 Total Sales 

17 

18. 

19. 

Energy Furnished to Olhen Without Charge 

Energy llsed by Borrower (Excluding Srurion 1Jse) 

Total Energy Accounted For (16 &!Iimr 18) 

~~ 

13,255,125 

0 

0 

13,255,125 

20. 

21. 

Energy Losses - MWL (I5 - 19) 

Energy Losses - Percentage ((20/15) * 100) 

128,056 

.95 yo 



-- J 

RUS Financial and Operating Report Electric Power Supply - Pert D - Steam Piant Revision Date 2010 

Case No. 2012-00119 
Attachment for Response t o  KIUC 1-8 

Witness: Mark A. Hite 
Page 15of 31 



9 Potf11 Del Cost($) I 3,207,070 517,523.00 I I 
SECTION A. BOILERSrrZIRBlNES (ConLinrred) 

UNIT GROSS BTU 
SECTION E. LABOR REPORT 

NO. NO. SlZE(kW) CEN.(MWL) PERkWh NO. lTEM VALUE 
( I )  (4 (n)  (0 )  

1 1 72,000 121,633.00 No Employees Full-Time 22 
2 ' (lnclude Superintendent) 

3 
4 

2 No Employees Part-Time 

I 
RUS Financial end Opemting Report Electric Power Supply - Par1 D - Steam Plant Revision Date 2010 

SEC. C. FACTORS & MAX. DEMAND 

NO. ITEM VALUE 

1 LoadFactor(%) 23.76% 

19.26% 2 Plant Factor (%) 

Case No. 2012-00119 
Attachment for Response to KIUC 1-8 

Witness: Mark  A. s i t e  
Page 16 of 31 



UNITED STATES DEPARTMENT OF AGRICULTURE BORROWER DESIGNATION KYOo62 
RURAL IJTlLlTlES SERVICE 

ween  ELECTRIC POWER SCIPPL\' 
PART D - STEAM PLANT 

PER'oD ENDED Bcember, 2011 INSTRUCTIONS -See help in the online application. 
SECTION A. BOILERSmURBINES 

OPERATING HOURS FUEL CONSUMPTION 
UNIT TIMES COAL OIL GAS IN ON OUT OF SERVICE 

NO. NO. STARTED (1000 Lbs.) (1000 Gals.) (1000 CF.) OTHER TOTAL SERVICE STANDBY SCHED. UI\'SCK. 

I .  1 10 1,661,797.40 392.28 7,903) 143) 482 232 
(U) (6) (c) (d) (e) cn (R) ( I d  0 (i) (4 

2. I 2 6 1,723,021.00 1 229.38 8,367) 191 I 202 I 

L A W  t 

I .  
- 7 

- - _ _ _ _  
FINANCIAL AND OPERATING REPORT 

(0 (m) (n)  (0) , No Employees Full-Time 114 1 LoadFactor(%) 86.37% I 250.000 1,882,731.00 
2 242,000 1,937,441.00 (include Superintendent) 

I I 2 3 1  
4. I 

69,826,963 1,936,956.00 I I I 
SEC. C. FACTORS & MAX DEMAND SECTION A. BOILERSfrURBINES (Contincten) 

UNIT GROSS BTU 
SECTION B. LABOR REPORT 

NO. NO. SlZE(kW) GEN.(MWh) PER kWh NO. ITEM VALUE NO. ITEM VALZJE 

80.64% 2 Plant Factor (%) No Employees Part-Time 

5. I I I I 3. Total Employee 265, Capacity Running Plant Factor (%) 95.49% 

7 

* 
9 

504,900 
Stahon Service (MWh) 350 ,009 .70  4 lopemtlng Piant Payroll ($) 8,077,217 I5 Minute GTOSS 

Net Generation 
(MW) 
Station Service (%) 9 16 7. Total Plant PE>TOII ($) 

5 /Maintenance Plant Payroll ($) 5, 535, 355 Max Demand (W 
6 IOlher Accts Plant Payroll ($) IndicatedGross 

13,612,572 Max Demand (kw) 

11.241.89 3,470,165.30 

L 

MILLWNET kWh ACCOUNT NUMBER AMo:y ") (6) NO. PRODUCTION EXPENSE 

1,531,063 
501 1 72,500,705 

1 Operation, Siipervtsion and Engineering 500 

2 )Fuel, Coal - 

Case No. 2012-00119 
Attachment for Response to KIIJC 1-8 

Witness: Mark A. Hite 

%/lob BTU 
ic) 

1.86 

Page 17 of 31 

4 Fuel, Gas 501 3 
5 Fuel. Other 501 4 I 
6. Fuel SubTotnl(2 lbni s) 
7 S t e m  Expenses 502 12,911,566 

505 3,204,146 
--er Expenses 506 2,130,546 

50 I 74,4 37,661 21.45 1 90 

8 (Electric Expenses -~ 

IO )Allowances 509 I 163,724 

12. } Noo-Fuel SubTotal (I + 7tbruII)  19,941,045 5.74 
1 I (Rents 507 

I 



FINANCIAL AND OPERATING REPORT 
E1,ECTRIC POWER SUPPLY 

Revision Date 2010 RUS Financial and Operating Report Electric Power Supply - Part D - Steam Plant 

Case No. 2012-00119 
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UNITED STATES DEPARTMENT OF AGRICULTURE BORROWER DESIGNATION 
RlJRAL UTILITIES SERVICE KYO062 

'IANT R e i d  

PERIOD ENDED 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

PART F IC - INTERNAL COMBUSTION PLANT 
December, 2011 

MSTRUCXIONS - See help in the online application 
SECTION A. INTERNAL COMBUSTION GENERATING UNITS 

UNIT SIZE - OIL GAS IN ON OUTOFSERVICE CROSS BTU 
FUEL CONSUMPTION OPERATING HOURS 

NO. NO. (kW) (1OOOCdIs.) (lOOOC.F.) OTHER TOTAL SERVICE STANDBY SCHED. UNSCW. GENER.(MUIb) PER kWh 
ffl) (b) (0 cm (e) tn M (h) (0 62 (&) tn 

I 1 70,000 180,243.00 372 8,166 222 7,901 

2. 
3. 

4. 
5.  I I 
6. hotall 70,000 

7. ~AverageBTLJ 
6. botal BTU (1 Oh) 

I 

I 
I I I I 

0.00 180,243.00 0.00 0 222 1.901 
1,000.00 906.70 22,813.8 

180.243.00 180.243.00 (Net Generation (MWh) 6,393.90 I 
9. *bot8l Del. cost ($11 933,555.00 )Station Service % of Gross 11.48 25.771.4 

56,719 I Maintenance 
Plant Payroll ($) 

[ I !No EmployeesFull Time I I (Include Superintendent) 

Case No. 2012-00119 
Attachment for Response to  KITJC 1-8 

Witness: Mark A. Hite 
Page 19 of 31 

I.  laad Factor (%) 1.29 

2 Plant Factor (%) 1.29 

2 No Emplovees Pad Time Other Accounts 3 Running Plant Capacity Factor I%) 30.34 

-~ 69,88 1,096 4 15 Min Gross Max Demand (kW) 
Plant Payroll ($1 Total Employee 

59,744 
3' Hours Worked 7. Total 
4 Operating Plant Payroll ($) 3,025 Plant Payroll (S) 5 Indicated Gross Max Demand (kW) 

SECTION D. COST OF NET ENERGY GENERATED 
AMOUNT (S) MILLSNET (kWh) S/lOb BTu 

tfl) (b)  f e) 
NO. PRODUCflON EXPCNSC ACCOUNT NUMBER 

1 k)peration, Supervision and Engineering 546 0 
2 !Fuel, Oil 547 1 0 

3 Fuel, G a s  547 2 I 933,829 
4 'Fuel, other 547 3 0 

5 Energy for Compressed Air 547 4 0 0 00 

1 0 8 Miscellaneous Other Power Generation Expenses 549 
9 Rents 550 0 

10. Non-Fuel SubTotal ( I  + 7fhw 9) I 

12 Maintenance, Supervision and Engtneenng 55 1 0 
13 Maintenance of Structures 552 0 

I5 )Maintenance of Miscellaneous Other Power Generating Plant 554 0 

6. Fuel SubTotal(2 Bra 5) 547 933,829 133 52 
7 Generation Expenses 548 33,917 

33, 917 4 85 
11. Operation Erpense (6 i- IO) 967,746 138 37 

~ 

14 )Maintenance of Generating and Electnc Plant 553 150,725 

16. I Maintenance Expense (12 fhnt fa 150,725 21 55 
1,118,471 159 92 
P 



BORROWER DESIGNATION I N h D  STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE KY0062 I 

FINANCML AND OPERATWG REPORT 
ELECTRIC POWER SUPPLY 

PART H -ANNUAL SUPPLEMENT December, 2011 
INSTRUCTIONS - See help in the online application 

SECTION A. UTILITY PLANT 
BALANCE ADJUSWENTS BALANCE 

ITEM BEGINNING OF YEAR ADDITIONS RETIREMENTS AND TRANSFERS END OF YEAR 
la) (6) (d cm (e) 

66,895 - ____ -~ - 
1 Total lntangible Plant (301 t h ~  303) 66,895 

Total Steam Production Plant (31 0 ihru 31 7 )  1,681,030,128 
3 Total Nuclear Production Plant (320 lhru 326) 0 
4 Total Hydro Production Plant (330 rhru 337) 0 

I BALANCE I COMP. BALANCE I ITEM I RATE I BEGINNINGOF I ANNUAL 

24,349,993 7,136,548 1,698,243,573 
0 

I 0 

. Depr. of Nuclc 

, Depr. of Other Prod. Plant ( IOb.41  L U U ,  Y Y Y ,  a, ,GY, . , "L  I I 2.46) 108,275,9581 5,269,291) 181,312 I 209l 113,364,146 
. Depr. of Distributir- D1an' 'inn L' I I n l  I I I n 

8. Retiremen! Work in Progress (108.8) 
Total Depr. for Eiec. Planl in Sew. 
( J  Ulru 8) 

IO. Depr. of Plan! I 
I 1.  Depr. of Plant I 
12. Amon. of Elec. 
13. Amon. OfLeaS 

15. 
16. DeE 
17. Amon 01 ivu~iirii l  ruci 

la' (9lhnr17) 

Amux "E m*qu,,,riull nu,. \ ,  ' 9 ,  

Total Prov. for Depr. & Amort  

5 Total Other Produchon Plant (340 ihru 347) 7,993,5141 49,200 
1,689,023,6421 24,399,193 6. Total Production Plant (2 u l ~  5) 

~- -~ 
RUS Financial and Opcrnting Report Electric Power Supply - Part  H -Annual Supplement 

43,725 7,998,989 
7,180,273 1,706,242,562 

Revision Date 2010 
9Q';LII r r r ?  Page 1 of5 

Case No. 2012-00119 
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Witness: Mark  A. Hite 
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7. Land and Land b&ts (350) 13,856,815 2,087 13,858,902 
6,872,307 8 Structures and Improvements (352) 6,859,818 12,489 

9. Stabon Equipment (353) 122,103,111 
10 Other Transmission Plant (354 fhru 359.1) 94,869,205 139,404 6,968 
11. TotalTransmission Plant (7ffiru JO) 237,688,949 

1,015,090 192,774 I 123,005,427 

1,249,070 199,742 I 238,738,277 
12 Land and Land R@ts (360) 0 0 

I3 Structures and Improvements (361) 0 1 0 
14 Station Equipment (362) 0 0 

15 Other Distribution Plant (363 ihru 374) 0 0 

16. Total Distribution Plant (I2 fhru J S )  0 0 

18 Total General Plant 1389 lhru 399.1) 18,937,573 15,300,241 496,217 2,425 33,744,022 

20 Electnc Plant Purchased or Sold (102) 0 0 
1 Eiecmc Plant Leased to Others(lO4) 0 0 

23 Completed Construcbon Not Classified (106) 0 0 

24 Acquisition Adjustments 1114) 0 0 

25 Other Utility Plant (118) 0 0 

6 Nuclear Fuel Assemblies (120.1 ihru 120.4) I 0 0, 

1 15,723,875)) I I 49,150,583 
29. Total Utility Plant (27+28) I 2,001,067,485) 35,224,629) 7,876,2321 2,4251 2,028,418,307 

95,001,641 

17 RTOflSO Plant (380 thru 386) 

Electric Plant io Service 1,945,717,059 40,948,504 7,876,232 2,425 1,978,791,756 
( J  + 6 + I J  + I 6  ulm 18) ,I9 

475,96E - ~ _ _  .--- 2 Electric Plant Held for Future Use (105) 475,968 

~ 

1,946,193,027 40,948,504 7,876,232 2,425) 1,979,267,724 27. Total Utility Plant in Service (19 Ulnr 26) I ~ Z B  Construction work in Progress (100 54,874,458, 

SECTION B. ACCUMULATED PROVISION FOR DEPRECIATION AND AMORTIZATION - UTELlTY PLANT 
I I I I RETIREMENTS~ I 



BORROWER DESIGNATlON UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL IJTILITIES SERVICE KY0062 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY PERIOD ENDED 

December, 2 0 1 1  PART H -ANNUAL SUPPLEMENT 
NSTRUCTIONS - See help in the online application 

I9 Amount of Annual A W d  Charged to Expense 20 Amount of Annual Accrual Charged to Other Accounts 21 Book Cost of Property Retired 
s 35,406,806 6 2,055,552 $ 7,876,232 

22 Removal Cost ofProperty Retired 23 Salvage Material f m m  Property Retired 24 Renewal and Replacement Cost 
$ 87 ,366  $ 14,937,824 

II 
SECTION B. ACCUMULATED PROVISION FOR DEPRECLATION AND AMORTIZATION - UTILITY PLANT (Continued) 

s 2,820,150 
I 1 

SECTION C. NON-UTILITY PLANT 
I BALANCE I I I ADJUSTMENTS I BALANCE I ITEM I BEGINNINCOFYEAR I ADDITIONS I RETIREMENTS I ANDTRANSFERS I ENDOFYEAR 

2 Provision For Depr & Amort (122) I I I I 
SECTION D. DEMAND AND ENERGY AT POWER SOURCES 

PEAK DEMAND MONTHLY PEAKS ENERGY OUTPUT t MONTH DATE I TIME I TWEOFREADING ( m h )  

1. January 1,368 01/13/2011 8 Coincident 1,144,445 

2. February I, 375 02/10/2011 6 Coincident 1,010,347 
1,116,717 3 March 1,252 03/10/2011 1 9  Coincident 

4 Aoni 1.244 04/19/2011 20 Coincident 1,071,920 

1,215,079 5. May 1,377. 05/31/2011 17  Coincident I 
1,113,556 6. June 1,414 06/08/2011 1 6  Coincident 

1 6  Coincident 1,196,309 7. July 1,478 07/27/2011 

1,159,836 8 August 1,440 08/03/2011 ii Coincident 
1,031,151 9. September I, 426 09/02/2011 1 6  Coincident 

10. October 1,237 10 /21 /2011  6 Coincident 1,094,369 

1,042,921 1 I .  November 1,323 11/29/2011 17 Coinciiient 
12. December I, 357 12/08/2011 6 ,  Coincident 1, 125,931 

I 13,383,181 13. Annual Peak 1, 47 7 L g , : G  ~~ d? &a$?,: -. . :* ,::. vp.&&yg.$$p.y ,.&. m)&~&,@&$&~~ ''7 *' . ..-rS Annual Total 
SECTION E. DEMAND AND ENERGY AT DELIVERY POINTS 

DELIVERED TO RUS BORROWERS DELIVERED TO OTHERS TOTAL DELIVERED 
DEMAND ENERGY DEMAND DEMAND ENERGY ENERGY 

(Mw) (MWh) (W) ( M W  (Mw)  (mW 
(fl) (b) (C) f f l  (e) (n 

MONTH 

1,132,024 1 January 587 888,166 85 243,858 672 
2 February 6 6 1  769,390 99 233,244 760 I 1, DOZ, 634 

540 I 1,101,830 60 267,811 3 March 480 834,019 
4 April 430 793,666 0 430 1,076,357 202,691 

5 Msv 650 846,697 100 357,060 750 1,203,757 

6 June 593 855,344 490 244,898 1,083 1,100,242 

8 August 732 895,036 I 2 5 1  983 1,148,702 253,666 

1,080,496 9 September 765  1 839,907 1 4 8  240,589 913 

10 October 410 844,382 9 8  238,133 508 1,082,515 

! I  November 573 839,366 1 9 4  190,807 7 67 1,030,173 

12 December 554 914,040 I 0 195,470 554 1,109,510 

13,255,125 13. Peak or Total 765 10,241,500 1 490 3,013,625 1,083 

RUS Financial and Operating Report Electric Power Snpply -Part H - Ananal Supplement 

7 July I 63 8 921,487 1 9 9  265,398 I 837 1,186,885 

I 

Revision Date 2010 - .  

Page 2 of 5 

Case No. 2012-00119 
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UNITED STATES DEPARTMENT OF AGRICULTURE BORROWER DESIGNATION 
RURALUTILITIES SERVICE KY0062 

. 

FINANCIAL AND OPERATING REPORT 
ELFXTRIC POWER SUPPLY 

PART H - ANNUAL SIJPPLEMENT 

I-. Meade County Capital Credit I 0 1,166 I 
Rural Coopembves Credit Union Deposit 5 0 
Touchstone Enerw CA) Capital Credit 1.742 0 

, CoBank Capital Credit 0 3,501,953 
NRUCFC 0 2,039 

I 

. Cooperative Membership Fees 2280 0 I 
ACES Power Marketing Membership Fees 678,000 0 
Fedcrated Rural Electric Insurance Exchange Capital 4.713 60,853 
Credit 
National Renewables Cooperative Qrganuation Capital 0 8,600 
Credit 
Totals 733,713 3,599,583 

3 Investments in Economic Development Prgiects 
B r e c b d g e  Co Development Corn Stock 5,000 0 X 
Hancock Co lndustnal Foundation Stock 5,000 0 X 
Totals 10.000 0 

Southern States Coop Caprtal Credit 5,334, 0 
Totals 5,334 0 

Other Special Funds-Deferred Compensahon 0 283,400 
11 . 986.433 88.323.834 .Other Special Funds-Economic Reserve 

Other Special Funds-Rural Economic Reserve 778,664 62,073,072 
Other Special Funds-Station Two 0&M Fund 150.000 250,000 
Other Special Funds-Liberty Mutual 0 306.028 
Totals 12.9 15,097 I5 1,236,334 

4 Other investments 

5 Special Funds 

6 Cash-General 
General Fund I 0 973 
R i h t  of Way Fund 0 1,000 v 

PERIOD ENDED 
December, 201 1 

7)Special Deposits 
I T V A  Transmlssion Resewahon 

I 

INSTRUCTIONS - Reportlng of invesbnents is required by 7 CFR 1717, Subpart N Investment categories reported on this Part correspond to Balance Sheet items in Part 
A Section B Identify all investments in Rural Development wth an 'X' in column (e) Both 'Included' and 'Excluded' Investments must be reported See help in the online 

I 
572,6791 0 

1 Totals 572.679 
BITemporery Investments I 

)Fidelity-U.S Treaww Only H057) 0 
/Totals 0 

9~Acconnts and Notes Reeeivable -NET 
1 Accts Receivable-Employees-Mher 7.376 

lother Accts Receivable-Misc 461.420 
I Accrs Receivable-Employees-Computer Assst P r o m  21,652 

0 

44,843,791 
44.843.791 

0 

01 

RUS Financial and Operating Report Electric Power Supply - Part R - Aooual Supplement 

1 Accts Receivable-HMP&L Sta Two Operatton 

Cai@iW.%W!Poo1~9 
Attachment for Response t o  KIUC 1-8 

Witness: Mark A. Hite 
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UNITED STATES DEPARTMENT OF AGRICOLNRE 
RURAL UTILITIES SERVICE 

1 I 

1 BORROWER DESIGNATION 
KY0062 

Accts Receivable-HMP&L Ste Two Other 836.898 01 
Accts Receivable-HMP&L Litigation 56,824 01 
Accts Receivable-Westlake Chemical 48.271 01 
Totals 232280 01 
TOTAL INVESTMENTS (1 thru 10) 1 14,472,828 199,6B1,681 I 

PERIOD ENDED FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY December, 201 1 PART H -ANNUAL SUPPLEMENT 

Osee$- 

RUS Financial and Operating Report Electric Power Supply - Part A - Annual Supplemcut 
, b  

Rev' 'ou Date 2010 
Case Ro. 2012-00119 

Attachment for Response to KTUC 1-8 
Witness: Mark A. Hite 
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UNITED STATES D E P e - m  OF AGIUCULTURE BORROWER DESIGNATION 
RURAL UTILITIES SERVICE KYO062 

application 
SEC"I4)N F. INVESTMENT$ LQAN GUARANTEES AND LOANS 

SUB SECFION E. LOAN GUARANTEES 
No Organization Maturity Date Original Amount Loan Balance Rural Developmenl 

($1 $1 
(a) (b) Cf (e) 

TOTAL 
}TOTAL (Included Loan Guarantees Oilv) 

PERIOD ENDED FINANCIAL AND OPERATIh'C REPORT 
ELECTRIC POWER SUPPLY December, 201 1 PART H - ANNUAL SUPPLEMENT 

INSTRUCTIONS - Reponing of investments is required by 7 CFR 1717, Subpart N Investment categones reported on this Part conespond to Balance Sheet items in Part 
A Section B Identify all investments in Rural Development with an 'F in column (e) Both 'Included' and 'Excluded' Investments must be reported See help in the onlme 

RUS Financial and Operstiug Report Electric Power Snpply - Part H - Annual Supplement Revision Date 2010 
Case No. 2012-00119 

Aktachment for Response t o  KIUC 1-8 
Witness: Mark A. Hite 
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UNITED STARS DEPA.RTA4E.m OF AGRICULTURE BORROWER DESIGNATION 
RURAL UnLITIES SERVICE BY0062 

PERIOD ENDED FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY December, 201 1 PART H - ANNIIAI,SUPPLE_MENT 

INSTRUCTIONS - Reporting of investments is required by 7 CFR 1717, Subpart N. Investment categories nportcd on this Part correspond to Balance Sheet items in Part 
A Section B Identify all investments in Rural Development with an "X" u) column (e) Both "Included" and "Excluded" Investments must be reponed See help in the 
online application 

SECI'ION F. INVESTMENTS, WAN GUARANTEES AND LOANS 
SUB SECnoK! UL RATiO 

RATIO OF INVESTMENTS AND LOAN GUARANTEJ3 TO UTLlTY PLANT 
potd  of included investments (Sub Section I, 11 b) and Loan Guarantees - Loan Bafancc (Sub Section Il, 5d) to Total Utdity Plant 

Bart  A, Sectton 8. Line 3 of this report)l 

0.71 % 

SECTION F. INVESTMENTS, LOAN GUARANTEES AND LOANS 
SUB SECTION IV. LOAN 

No Organization Maturity Date Original Amount Loan Balance Rural Development 
0 (i) 

(a) (b) .(c) le) 
TOTAL 

RIJS Finaucial and Operating Report Electric Power Supply -. Part H - Anunal Supplement Revision Date 2010 
Case No. 2012-00119 

Attachment  for Response to KIUC 1-8 
Witness: Mark  A. Hite  

Page 25 of 31 



END OF YEAR W E D  %SOLD 

Revision Date 2010 RUS Financial and Operating Report Eiectric Power Supply - Bart H - Annual Supplement 

Case No. 2012-00119 
Attachment for Response to KIUC 1-8 

Witness: Mark A. Hite 
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UNTIED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

BORROWER DESIGNATION 
KY0062 I I 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

RUS Financial and Operating Report Electric Power Supply - Part H - Annual Supplement Revision Date 2010 
Case No. 2012-00119 

Attachment for Response t o  KIUC 1-8 
Witness: Mark A. Hite 

Page 27 of 31 



RURAL UTI1,lTIES SERVICE 

PERIOD ENDED I 
KY0062 

I Date of Last Annual 

Meeting 9 /15 /2011  

5 Number of Members 
Voting by Proxy or Mail 

0 

7 Total Amount of Fees and 
Expenses for Board Memhers Written Contract? 

2 Total Number ofMembers 
3 

6 Total Number of Board 
Members 

I 
\YROLL STATISTIC3 

1 Number of Full Time Employees 

2 Man-Hours Worked - Regular Time 

628 4 Payroll Expensed 4 6,222,175 

1,068,347 5 Payroll Capitalized 7 4 4 , 0 3 6  

145,058 I 6 Payroll Olher I 2,865,906 I I 3 Man-Hours Worked - Overtime I 
L I I I I 

RUS Financial and Operating Report Electric Power Supply -. Part W - Anonal Supplement Revision Date 2010 

, 

Case No. 2012-00119 
Attachment for  Response to KIUC 1-8 

Witness: Mark  A. Hite 
P a g e 2 8 o f  31 



UNITED STATES CIEPAR?;iVLENT OF AGRICULTURE 

FINANCIAL AND OPERATIN6 REPORT 
ELECTIRLIC POWER SUPPLY 

RURAL IJTILITES SERVICE 

PART H - ANNUAL SUPPLEMENT 
INSTRUCTIONS - See help in the online application. 

RUS Financial and Operating Report Electric Power Supply "- Part H - Annual Supplement 

B O R R O W  DE2ilGNAnON 
KY0062 

PERIOD ENDED 
December, 201 I 

Cas%ewWi'.2bfgl-%o 119 
Attachment for Response to KIUC 1-8 

Witness: Mark A. Hite 
Page 29 of 31 

No Name OPLessor Type Ofproperty Rental Tbis Year 
(a) (b) (C) 

1 kmsviiie GW ~iwtric Interconnect Facilities - Cloverport Sub 21.111 



BORROWER RESIGNATION IJNITEED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE KY0062 

BALANCE 
ITEM BEGINNING OF YEAR 

lo) 
I Renewable Energy Credits 

ADJUSTMENTS BALANCE 
ADDITIONS RETIREMENTS AND TRANSFER END OF YEAR 

lb) (C) (6 le) 
I 

Case No. 2012-00119 
Attachment for Response to KIUC 1-8 

Witness: Mark A. Hite 
Page 30 of 31 



UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL. IJlILlTlES SERVICE 

BORROWER DESIGNATION 
KYO062 

FWANCUL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY PERIOD ENDED 

December, 2 0 1 1  PART 1 - LINES AND STATIONS 
INSTRUCTIONS ~ See help in the online application 

SECTION A. EXPENSES AND COSTS 
ITEM ACCOUNT LINES STATIONS I I NUMBER (4 - (6) 

Transmission Operahon 
I Supervision and Engineeing 

3 Station Expenses 562 743,341 
2 Load Dispatching I 56 I I 3,674,737 1 
4 Overhead Line Expenses i 563 1,007,289 
5 Underground Line Expenses 564 I 
6 Miscellaneous Expenses I 566 233,416 I 425,708 

8 Transmission of ElectricihG Others I 565 2,408,336 

10. Total Transmission Operation ( I r l i c  9 )  I 7,609,518 1,573,540 

I 568 i 273,612 253,831 

-- 5,201,182 1,550,598 

- 567 22,942 

7. Subtotal (I rhm 6) 

9 Rents 

Transmission Wintensnce 
I I Supervision and Engineering 

569 -. 16,607 12 Structures 
13 Station Equipment 570 1,578,393 

571 1,915,700 14 Overhead Lines 

573 221,381 421,101 16 Miscellaneous Transmission Plant 

2,410,693 2,269,932 17. 

10,020,211 3 843 472 18. 

19 RTO/ISO Expense - Operation 575 1.575 8 2,529,532 

2,529,532 21. 

15 Underground Lines I 572 

Totnl Transmission Maintenance (11 rhru 16) 
Total Transmission Expense (IO+ 17) , , 

I ___ 

20 RTOliSO Expense - Maintenance 576 1-576 5 
Total RTOfiSO Expense (19 +TO) 

22 Distribution Expense - Operation 580-589 
23 Distribution Expense - Maintenance 590-598 
24. 

12,549,743 3,843,472 25. 

2,561,778) 2,707,513 26 Depreciation - Transmission 403 5 
-- f 403 6 27 Depreciation - Distribution 

2,749,512) 3,361,611 28 Interea - Transmission 427 
29 Interest - Distribution 427 I 
30. Total Trnnsrnission (18 + 26 + 28 ) 15,331,5011 9,912,596 
31. Total Distribution (24 t 27C.79)  
32. Total Lines And Stations (21 +30+31) 17,861,033) 9,912,596 

Total Distribution Expense (22 +23) 
Total Operation And Maintenance (I6 + 21 t 24) 

Fixed Costs 
I 

i 

I 
SECTION B. FACILITIES I N  SERVICE 

VOLTAGE (kV) MILES TYPE CAPACITY I INA ) 
TRANSMISSION LINES SUBSTATIONS 

1 3 4 5  KV 68.40 
2 1 3 8  KV 14.40 13 Distribution Lines 

833.20  14. TotaI(12+I.i) 1,265 60 
3 69  KV 
4 161  KV 349.60 
5 15 Stepup at 
6 Generating Plants 1,87 9, 8 0 0 

16 Transmission 3,540,000 
7 
8 

17 Distribution 9 
10 

18. Total (IS rlrw 17) 
1 1  
12. Total (I lhm 11) 

---- 

5, 9, 
1,265.60 

Case No. 2012-00119 
Attachment for Response to KIUC 1-8 

Witness: Mark A. Hite 
Page 31 af 31 

SECTION C. LABOR AND MATERIAL SUMMARY 
1 Number of Employees 55 

ITEM LINES STATIONS 

2 Oper Labor 1, 605,241 931,093 

3 Maint Labor 1,341,908 1,601,919 

4 Oper Material 8,533, BO9 642,447 

5 Mamt Material I ,  068,785 668,013 

SECTION D. OUTAGES 
1 Toat I 36,540.90 

I 112,887.00 
3 Avg No of Hours Out Per Consumer I .30 
2 Avg No of Distri bution Consumers Served 





BIG RIVERS ELECTRIC CORPORATION 

1 
2 

3 
4 

5 
6 

7 
8 
9 

10 

11 

ON OF RIG RIVERS ELECTRIC C 
DENCES OF T AL TO ISSUE 

onse to the Kentucky Industrial Utility Customers’ 
Request for Information 
ated April 11,2012 

April 23, 2012 

Item 9) 
schmhles) for the periods ended Febru.ary 29, 2012 and March 31, 2012 ( i f  
not yet available, provide as soon as it become available). 

Provide copies of BREC‘s RtJS Form 12 (inclusive of all 

Response) Big Rivers’ RTJS Financial and Operating Report Electric Power 
Supply (formerly RUS Form 12) for the period ended February 29, 2012, is 
attached. Such report for the period ended March 31, 2012, is not yet available. 

Witness) Mark A. Hite 

Case No. 2012-00119 
Response to KIUC 1-9 
Witness: Mark A. Hite 

Page 1 of 1 



u ELECTRIC CORPORATION 

201 Third Street 
P.O. Box 24 
Henderson. KY 4241 95024 

w. bigfivers.com 
270-827-256 1 

March 27,2012 

Mr. Victor T. Vu 
Director, Power Supply Division 
IJSDA/RUS 
1400 Independence Avenue, S W, Stop 1568 
Washington, DC 20250 1568 

RE: PARTA 

Dear Mr. Vu: 

For your information, enclosed are the Operating Reports, Parts A, B, C, D, F and I for 
the month ending February 29,2012. 

If you have any questions, please contact Donna Windhaus, Manager General 
Accounting, at (270) 844-6167. 

Sincerely, 
BIG RIVERS ELECTRIC CORPORA?7ON 

Mark A. Hite, CPA 
Vice President Accounting and Interim CFO 

W m s b  
Enclosures 

a 
E 

Case NO. ~ 0 1 ~ - 0 0 1 1 9 j  
Attachment for Response to KIUC 1-9; 

Witnessdhrk A. Hite" 

a 

Page 1 of J.6 

http://bigfivers.com


March 27,2012 

Page 2 of 2 

C: Big Rivers’ Board of Directors 
Chairman -- Kentucky Public Service Commission 
Jeff Cline - Kentucky Public Service Commission 
James M. Miller, Esq. - Sullivan, Mountjoy, Stainback & Miller, P.S.C. 
Mr. Sandy Novick - Kenergy 
Mr. Bums Mercer - Meade County R,E.C.C. 
Mr. G. Kelly Nuckols - Jackson Purchase Energy Corporation 
Ms. Kelli McClelian - EP-MN-WS3C - ‘IJS. Bank Corporate Trust Services 
Mr. Philip G. Kane Jr. - U. S. Bank National Association 
Ms. Suk-Ling Ng - U. S. Bank National Assaciation 
Mr. John List - NRUCFC 
Mr. Mark Giotfelty - Goldman, Sachs & Co. 
Mr. Jeffrey Childs - CoBank, ACB 
Mr. FiI Agusti -- Steptoe & Johnson, LLP 
Mr. Ryan Baynes - Midwest IS0 
Mr. Jeremy Jenkins - Alcan Primary Products 
Mr. Tim Martin - Century Aluminurn 
Mr. Doug Nelson - Wadell & Reed 
Joseph P. Charles - KPMG LLP 
Scott A. Heiser - KPMG LLP 
Kevin Lyons -. KPMG LLP 
Email only: CRM.StructuredFinance@dexia-us.com 
Email only: tbruckman@,ambac.com 
Email only: document-rnanagement@arnbac.com 

Case No. 2012-00119 I 
I Attachment for Response to KIUC 1-9 

Witness: Mark A. Hite 
Page 2 of 16 

mailto:CRM.StructuredFinance@dexia-us.com
mailto:tbruckman@,ambac.com
mailto:document-rnanagement@arnbac.com


Acrord~ng IO the Paperwork Reduction A d  of 1995. on agency mm, not conduct or sponsor. and o person IS nor required to respond io a mllection o/ 
informorion unless I I  drrplqw a d i d  OMB control number The wild OME m n m i  number for thrr information mllecrion IS 05724032 The time 
required IO mmpleie thrr informotion mliectlon IS esnmoled IO average 2I hours per response, including the time for reviewm.r I ~ ~ I T Y C I I O ~ ~  s e m h i y :  

RURAL UTILITIES SERVICE 
FINANCIAL AND OPERATING REPORT 

ELECTRIC POWER SUPPLY 
WSlRUC.TJONS - See help m fhe online applrcafion 
Thu informafion IS molyled and used IO daennine fhe~ubmitter's~noncrol siiurnion and 
k m i b i l i ~  for loons and gumantees You arc r e q u ~ d  by confract ond applicable 
regulations to provide !he informofion The infomiion provided IS sub~ecr fo the 
Freedom oJJfirmalion Act (5 U S  C. 5.52) 

erufine dofa so&. aOrh&nR ond n~~intoimn.r ihe dmo needed. a n d c o n w l e f i ~  andm'ewin~ the colit-&n o f  r$ormarion 
UNlTED STATES DEPARmENT OF AGRICULTIJRE I BORROWER DESIGNATION 

KY0062 
PERlOD ENDED 
Febnuuy -2012 
BORROWER NAME 

B ig co~omtion  
.\ - 

We recognize that statements contained herein concern B matter within the jurisdiction of an agency of the 
United States and the making of a false, fictitious or fraudulent statement may render the maker subject to 
prosecution under Title 18, United States Code Section 1001. 

We hereby certifi that the entries in this report are in accordance with the accounts and ofher reCora3 of fhe system 
2nd reflect the status ofthe system to the best ofour knowledge and belief: 

ALL INSURANCE REQUIRED BY PART 1788 OF 7 CFR CHAPTER XVII, RIJS, WAS IN FORCE 
DURING THE REPORTING PERlOD AND RENEWALS HAVE BEEN OBTAINED FOR ALL 

POLICIES DIRUNG THE PERIOD COVERED BY THIS REPORT PURSUANT TO PART 1718 OF 7 
CFR C W T E R  XVlI 

(check one of the following) 

rC: All of the obligations under the RUS loan documents __ There has been a default in the fulfillment of the 
lave been fulfilled in all material respects. obligations under the RUS loan documents. Said 

default(s) islare specifically described in Pert A Section 
C of this report. 

_.____- 

[JS Financial and Operatin-c Power Supply Revision Date 2010 

Case No. 2012-00119 
Attachment for Response to KIUC 1-9 

Page 3 of 16 
rlr A 



UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 

BORROWER DESIGNATION 
WOO62 _- 

ELECTRIC POWER SUPPLY 
PART A - FINANCIAL PERIOD ENDED 

Feb-12 

SECTION 

ITEM 

1. Electric Energy Revenues 
2. 

3. 
4 

Income From Leased Property (Net) 

Other Operating Revenue and Income 
Total Operation Revenues 8 Patronage 
Capitall? thru 3) 

5. Operating Expense - Production - Excluding Fuel 

6. Operating Expense - Production - Fuel 

7. Operating Expense - Other Power Supply - 
- 8. Operating Expense - Transmission 
9. Operating Expense - RTOllSO 
I O .  Operating Expense - Distribution 
11. Operating Expense ~ Customer Accounts 
12. Operating Expense - Customer Service & 
Information 
13. Operating Expense - Sales 

14. Operating Expense -Administrative & General 

15. Total Operation Expense (5 ihru 14) 

16. Maintenance Expense - Production 

-- - 
A. STATEMENT OF OPERATIONS 

Y EAR-TO-DATE 
LAST YEAR THIS YEAR BUDGET THIS MONTH 

(a) (b) (c) (d) 

87,206.1 19.02 88.954,042.58 103.193,820.00 42,451.839.00 
0.00 0.00 0.00 0.00 

389,425.74 856,710.80 672,334.00 482*837.84 

87,595,544.76 89.610,753.38 103,866,154.00 42,934.676.84 

8,061,931.66 7,474.262.65 9,309,824.00 3.501.522.53 

37,978,752.02 33.21 1,481.67 44.070,405.00 16,307.602.87 

15,268,854.66 10,567,911.5S 16.440,158.00 9.333.853.55 

1.5 17,067.99 1,610,970. I3 1,832,359.00 792,944.39 
373,349.89 - 425,677.65 436.276.00 216.766.3 1 

0.00 0.00 0.00 0.00 --- 
0.00 0.00 0.00 0.00 

e 1  1.546.972 <3,938.52> 15 1,408.00 0.00 
69,53 1.89 36,383.76 146,272.00 21,182.87 

4,649,795.21 4,145,694.64 4,118,199.00 2,119,429.77 

67,907,73635 66,468,443.56 76,504,901.00 32,293,302.29 

5,648.547.55 6,452,585.34 6.829,211 .OO 3,293.650.30 

17. Maintenance Expense - Transmission 
18. Maintenance Expense - RTOlISO 
19. Maintenance Expense ~ Distribution 
20. Maintenance Expense - General Plant 

563,448.19 6 19,462.50 606,587.00 304,375.91- 
0.00 I 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 

35,948.35 29.1 77.93 17,570.00 11,768.65 

21. Total Maintenance Expense (76 tbru 20) 

22. Depreciation and Amortization Expense 
23. Taxes . 
24. Interest on Long-Term Debt 

6,247,944.09 7,101,225.77 7,453,368.00 3,609,794.86 

5,717,733.14 6,786,122.04 6,870.449.00 3,389,7143 
.-- -3,321 .OO> 0.00 0.00- 0.00 

7,623,971.91 7,430,257.06 7,320,664.00 3,606,346.94 

25. Interest Charged to Construction - Credit 
26. Other Interest Expense 

28. Other Deductions 
27. Asset Retirement Obligations - 

-41 1,146.00> <134,100.00> <13,087.00> 44,260.00> - 40,421.78 23.76 0.00 9.96 
0.00 0.00 0.00 0.00 

24,685.72 25,125.60 22,612.00 12,048.42 
I 

29 Total Cost Of Electric Service (75 + 27 thru 28) 

30. Operating Margins (4 ?ess 29) 

31. Interest Income 
32. Allowance For Funds Used During Construction 
33. Income (Loss) from Equity Investments 
34. Other Non-operating Income (Net) 
35. Generation & Transmission Capital Credits 
36. Other Capital Credits and Patronage Dividends 
37. Extraordinary Items 

38. Net Patronage Capital Or Margins (30 thru 37) 

87,249,025.99 87,677,097.79 96,158,907.00 42,846,957.05 

346,518.77 2,133,655.59 5,707,247.00 87,719.79 

56,73 1 . I O  11,364.72 10,303.00 5,709.69 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 

4,614.24 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 - 0.00 
0.00 0.00 0.00 0.00 

407,894.11 - 2,145,020.31 5,717,550.00 93,429.48 



UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

PART A - FINANCIAL 
INSTRUCTIONS - See help in the online applicahon 

BORROWER DESIGNATION 
KYoD62 

-" 

PERIOD ENDED 
Feb-12 - 

1. Total Utilrty Plant in Service 1,979,275,404.53 I 33 Memberships 

3. Total Utility Plant (1 + 2) 2,035,628,666.13 a Assigned and Assignable 
4 Accum. Provision for Depreciation and b Retired This Year 

56,353,261.60 
34 Patronage Capital 2. Construction Work in Progress - 

I (5+f4+27 thm 31) I 1,414,585,86216 L, (39 + 46 + 49 + 58 thru 60) __ I 1,414,585,862.86 
RUS Financial and Operating Report Electrlc Power Supply Part A - Financlal Revislon Date 2010 

75.00 

Case No. 2012-00119 
Attachment for Response to KIUC 1-9 

Witness: Mark A. Hite 
Page 5 of 16 

Amort. 
5. Net UUlity Plant (3 - 4) 943,223,146.05 c. Retired Prioryears 

1,092.405,520.08 d. Net Patronage Capltal (a-bc) 0.00 
I 

6. Non-Utility Property (Net) 0.00 35. Operating Margins - Prior Years <24 1,898,352.19> 
7. Investments in Subsidiary Companies 0.00 36. Operating Margin - Current Year 2,133,655.59 
8. Invest. in Assoc. Org. - Patronage Capital 3,648,302.71 37. Non-Operating Margins 639,008.901.92 
9. Invest, in Assoc Org - Other - General 

684,993.00- 38. Other Margins and Equities <7,278,744.80> Funds 
10 Invest in Assoc Org - Other - 
Nongeneral 39 Total Margins fl Equities 

0.00 (33 + 34d thru 38) -- 391,965,535.52 Funds 
11 investments in Economic Development , 40. Long-Term Debt - RUS (Net) 574,868,736.28 

-- 

*-- 

- 10.000.00 41. Long-Term Debt - FFB - RUS Guaranteed 0.00 

12 Otherlnvestments 5,333.85 Guaranteed 0.00 

14. Total Other Property And investments 44. Long-Term Debt - RUS - Econ. Devel. Wet) 0.00 
(6 thru 13) 165,899,783.87 45. Payments - Unapplied 0.00 

17. Special Deposits 572,679.44 Noncurrent 0.00 

Projects - 
42 Long-Term Debt - Other - RUS 

161,551,154.31 43. Long-Term Debt - Other (Net) 142,100,000.00 13. Special Funds 

5,767.04 46. Total Long-Term Debit (40thru 44-45) 716,968,736.28 15. Cash - General Funds 
-76. Cash - Construction Funds - Trustee 0.00 47. Obligations Under Capital Leases - 

18. Temporary Investments 49,465,745.85 48 Accumulated Operabng Provisions 
19 Notes Receivable (Net) 0.00 and Asset Retirement Obligations 
20 Accounts Receivable - Sales of 49 Total Other Noncurrent Liabilities 

23,464,061.99 

38,623,887.02 (47 +48j 23,464,061.99 Energy (Net) 
21. Accounts Receivable - Other (Net) ~216,138.152 50. Notes Payable 0.00 

23 Renewable Energy Credits 0.00 

26. Other Current and Accrued Assets 280,758.15 - Rural Development 0.00 
27. Total Current And Accrued Assets 54. Current Maturities Capital Leases 0.00 

24,073.232.61 

26.1 13,605.72 52. Current Maturities Long-Term Debt - 77.025.594.12 

22 Fuel Stock 33,619,994.91 51. Accounts Payable 

24. Materials and Supplies - Other 
25. Prepayments 3,686,488.49 , 53. Current Maturities Long-Term Debt 

. 

(75 thru 26) 152,152,788.47 1.1 06,573.4 1 
7,199,949.42 28. Unamortized Debt Discount & Extraor 
7,346.502.40 Prop. Losses 2,253,602.47 57. Other Current and Accrued Liabilities 

56. Interest Accrued 

0.00 29. Regulatory Assets - 
58. Total Current & Accrued Liabilities 

30. Other Deferred-Debits 1,874,167.97 (50 thru 57) 116,751,851.96 

0.00 59. Deferred Credits 165,435,677.1 I 31. Accumulated Deferred Income Taxes 
0.00 

32. Total Assets And Other Debits 
60. Accumulated Deferred Income Taxes -- 
61. Total Liabilities and Other Credits 



BORROWER DESIGNATION 
WOW 

UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

INSTRUCTIONS -See help in the online application. 

PERIOD ENDED 
Feb-12 

9 I 

--_--- ___.I 

Average 
Renewable Monthly 

Energy Primary Bllling 
Borrower StatisBfal Proaram Renewable Demand 

RUS 

Actual Actual 
Average Average 
Monthly Monthly 

NCP CP 
Designatlon 

KY0020 

KY0065 

Demand Demand 
(9) (h) 

Ciassffiwtian Name Fuel Type (MW) 
(C) (d) (0) 

RQ 121 S 30 1 20 

IF 

KY0065 
KY0018 

Case No. 2012-00119 
Attachment for Response to KIUC 1-9 

Witness: Mark A. H i L  
Page 6 of 16 

RQ I 364 378 322 
RQ 100 109 98 

os 
OS 

I I 
I 1 

Total for Ultimate Consumer(s) 0 0 
Total for Distribution Borrowers 585 617 
Total for G&T Borrowers 0 0 

0 0 Total for Others -.- 
Grand Total 585 617 

0 

541 
0 

0 

541 



BORROWER DESIGNATION 
U N m D  STA'IES DEPARTMENT OF AGRICULTURE 

RURAL UTILITIES SERVICE 
Kyocm --- I- 

I 

2 
3 
4 

5 

PERIOD ENDED NCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY Feb-12 

INSTRUCTIONS - See help in the online application. 
Part B SE - Saies of Electricity 

- -  113,452.805 2.305.734.50 3229,026.16 1 5,534.760.66 
10,134.536 283.523.63 283,523.63 

1209.593.520 57,836.851.17 57,836,851 .I7 
370.316.884 7,239,58921 9.720.468.05 - 16.960.05726 

92,063.990 1,892,495.00 2,623.086.33 -4.515.581.33 

Electricity Sold Revenue Demand Revenue Energy Revenue Qther Revenue Total 
Charges Charges Charges 

U) (k) (I) 
Sale (MWh) 
No. (I) 

6 
7 

8 

- 
139,840.300 3.805.942.91 3.805.942.91 

0.22 0.22 
460.000 17.325.40 17,325.40 

0 

1,795,561.735 
0.000 

140>00.300 

1,935,882.035 

0 0 -  0 0 
11.437.818.71 73,692.955.34 0.00 65,130,774.05 

0.00 0.00 0.00 0.00 . 
0.00 3,823,268.53 0.00 3.823.268.53 

11,437,818.71 77,516,223.87 0.00 88,954,042.58 

? 

Case No. 2012-00119 
Attachment for Response t o  KIUC 1-9 

Page 7 of 16 
. Witness: Mark A. Hite-- 



PERIOD NAME 

Avernge 
Renewnble Montbiy ' Average 

RUS Energy Primary Billing Monthly Average 

Punhaee Authority Designation C h ~ i f i ~ ~ t i ~ n  Name EaergyType (MW) Demand Demnnd 
No. (n) 0)) -(E) (d) (e) {n ((I, @I 

Name of Company or Public Borrower Statistical Program Renewable Demand NCP MonthByCP 

Distrlbutlon Eormwers ~ _ _  - 

GIhT Eonrowem 
? 

- 1  Light RQ 

2 sy. op. os 
3 Southeastern Power Adrnin. LF 
4 

Midwest Independent Trans. 

I 
I 

a I others I I 1 .  I I I I 
1 Henderson MuniciDal Power & 1 I 

Total for Distribution Borrowers 
Total for G&T Borrowers 
Total for Olhers 
Grand Total 

0 0 0 
0 0 0 

0 0 .  0 

0 0 0 

RUS Flnancial and Operating Report Electric Power Supply Revlsion Date 2010 

,ase No. 2012-00119 
Attachment for Response to KIUC 1-9 

Page 8 of 16 
Witness: Mark A. II+k- 



UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FlNANClAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

INSTRUCTIONS - See help in h e  online applicatron. 

Case No. 2012-00119 
Attachment for Response to KIUC 1-9 

Page 9 of 16 
__ 

BORROWER DESIGNATION - 
WOO62 

PERIOD NAME 
Feb-I2 

Electricity Electriclty Electriclty 
Putchase Purchased Received Delivered 

(MWh) (MW) NO. ( M W  
(i) 

1 224,717.290 
2 248,422.300 
3 101,805.000 
4 

Demand Otfier Total 
Charges Energy Charges Charges (I + m + n) 

(1) fm) In) (0) 

10,482,380.38 10,482,380.38 
6,135,198.73 6,135,998.73 
2.322.804.59 2.322.804.59 

I I 0.00 

0.000 

0.000 

574,944.590 
574,944.590 

0.00 0.00 
0.00 0.00 

18,940,383.70 18,940.383.70 
18,940,383.70 18,840,383.70 



UNITED STAES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCW. AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

PART C -SOURCES AND DlSTRlBUTtON OF ENERGY 

INSTRUCTIONS - See help in the online application. 

1. Fossil Steam 

2. Nuclear 

SOURCESOFENERGY 
fa) 

Generated in Own Plant (Defalk on Parts D and F IC) 

4 I .489,000 1,365.139.174 56,776.040.12 

BORROWER DESIGNATION 
WOO62 

PERIOD ENDED 

4 .  Combined Cycle 

5. Internal Combustion 

6. Other 

7. Total in Own Plant (1 thru 61 

I I I 

I 70,000 96.880 139,366.97 

--- 

5 1,559,000 1,365236.054 58.9 15.407.09 

NET ENERGY 

SYSTEM (MWh) 

Purchased Power 

Interchanged Power 
8. Total Purchased Power 574,944.590 18,940383.70 

00~1 
Case No. 2012-00119 

Attachment far Response to KIUC 1-9 
Witness: Mark A. Hite 

Page 10 of 16 



UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

PART D - STEAM PLANT 
NSTRUCTIONS _. See help in the online application. I 

SECTION A. BOILERSrnRBINES 
FUEL CONSUMPTION OPERATING HOURS 

UNIT TIMES COAL OIL GAS IN ON OUT OF SERWCE 
NO. STARTED (1000 uls.) (1000 Gels.) (roo0 C.F.) OTHER TOTAL SERWCE STANDBY Scheduled LInsched 

NO. (a) (b) IC) (d) (e) (t) (e) (h) (I) (i) /k). 

2012-00119 
Attachment for o KIUC 1-9 

Witness: Mark A. Hite 
Page 11 of 16 



UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

PLANT D - STEAM PLANT 
INSTRUCTIONS - See help in the online application. I 

SECTION A. BOILERSfIURBINES 

. 2012-00119 
Attachment to KIUC 1-9 

Witness: Mark A. Hite 
Page 12 of 16 



012-00119 
Attachment for KIUC 1-9 

Witiess: Mark A. Hite 
Page 13 of 16 



UNITED STAES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

PLANT D -STEAM PLANT 

INSTRUCTIONS - See help in Ihe online applicabon. I 
_. 

SECTION A. BOILERSTTURBINES 
FUEL CONSUMPTION OPERATING HOURS 

UNIT TIMES COAL OIL GAS IN OM OUT OF SERWCE , 
NO. STARTED (1000 Lbs.) (1000 Gals.) (1000 C.F.) OTHER TOTAL SERWCE STANDBY Scheduled UnsEhed 

NO. (a) /b) (E) (d) le) ff) (e) (h) (i) U) lkk 
1. 1 1 508.644.6 52.900 .O .O .O 343 
2. - 

Attachment for Re 
Witness: Mark A. Hite 

Page 14 of 16 

5. 
6. 

7. 
8. 

I i I L I 
I I 1 I - -  

39.3 . _  - Total 1 1 508.644.61 ___ 52.900 .O .o I .o I ..I 1,400.71 - .  - -  ~ - _ _  
136,OOC 

Total BTU(lO6) 5,908,924 I 7,300 C 
_ _  __  - . _ _  AvempeBTU 11,617 0 

I 
I I 1 "  - ' I  . -. - -  5,916,224~ - . - _ _  1 - 

9. trota~ Del..Cost 10.980,938.3s I 161.122.13 0.00 1 -  I . -  



Page 15 of 16 



1.68 kV 833.20 2. Oper. Labor -249831.85 168,616.89 
2.345 kV 68.40 13. Disb. iines 

248509.16 271.33&62 3.138 kV 

4.161 kV 349.60 14. Total (12 + 13) 135.60  4. Opa. Malain1 1,51926552 89.233.52 
-5. 15" Srqr up 01 Gaaating 
- 1,678,800 5. M~I~DL W o l  @;145.4@ 71,475.01 Plant5 6. 

7. SECTION D. OUTAGES 
6. 

8. 

10. 17. Dimition 

11. 1 Avg..No. DirL Cons. Smvctj 112.887.00 
0.00 12. Total (7 tfvu ff) 

. -0- 
3. Mamr Labor 14.40 -- 

--- 
16. Tnmmkrion -- 

!. Tqal 0..00 
0 

~ 
1.%%m . I8.?otaI(lSfhnr17) 5,419,800 3. Avg. No. H m  Out Pcr Coos. 

Case No. 2012-00119 
Attachment for Response to KIUC 1-9 

Witness: Mark A. Elite 
Page 16 of 16 





BIG RIVlERS ELECTRIC CORPORATION 

1 
2 

3 
4 

5 
G 
7 

8 

9 
10 

ON OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISS‘IJE EVIDENCES OF I EBTEDNESS 

CASE NO. 2012-00119 

Response to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

ated April 11,2012 

April 23,2012 

Item 10) Provide a copy of BRECs current By-Laws, marked to show all 
amendments, modifications, deletions or additions since Januaiy 19, 2007. 

Response) Big Rivers does not have the 2007 bylaws in a form that permits 
electronic comparison with the current bylaws. Copies of the 2007 bylaws and the 
current bylaws are attached. 

Witness) Mark A. Hite 

Case No. 2012-00119 
Response to  KIUC 1-10 
Witness: Mark A. Hite 

Page 1 of 1 





Current Bylaws (Last amended by the Board of Directors on Januam 19,2007) 

AMENDED BYLAWS 
OF 

BIG NVERS ELECTRIC CORPORATION 

ARTICLE 1 
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 

knowingly a id  intentionally fails to comply with any or the provisions of the Articles of 

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

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

failure shall be contained for at least ten (1 0) 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 o f  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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thc Statc of Kcntucky, 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, howevcr, that such termination 

of membership shall not release the member from the debts or the liabilities of such member to 

the cooperative corporation. 

ARTlCLE I1 

-- MEETINGS OF MEMBERS: The annual meeting oE 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 Big 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 (1 0)  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 
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which each member shall certify the name and address ofthe delegate so designated. Such robrm 

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 

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

meeting for the required armual 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 ID[ 

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 m u a l  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 ail times, 

provided however, that at least one ( I )  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 
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distribution cooperative. 

SECTION 2. Term. 

A. The term of service of a person 011 the Board of Diiectors shall be limited to a total of 

1 8 years, whether served consecutively or non-consecutively. 

€3. The Board of Directors shall be reconstituted at the 1998 armual meeting of members 

to be held on September 10, 1998. At that meeting, thc membership shall elect two (2) directors 

from each cooperative as provided in Article In, Section I ,  above. one ofwhom 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 ad-journrnent of that meeting. 

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

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

2000, shall be elected for a term of three (3) years and shall serve iintii 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. 

R. No employee of Big Rivers Electric Corporation or of its mcmher coopcratives shall be 

a director during the term of such employment. No member of the immediate family of an 
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eniployee of Big Rivers Eleclric Corporation shall serve as a director of the corporation during 

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 irriposed 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 (1 0)  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. 

Special meetings of the Board of Directors niay be called b y  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 ofnirectors 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 1. Meetings by Telephone or Similar Communications. Any or all directors 

may participate in any regutar 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 K R S  2,79.170 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 mi id  meeting of the members of the corporation by a majority vote of the Board 
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or Directors within sixty (60) days. At the first annual meeting of the members of 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 l[V 

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 Fiiiancial Officer and the Vice President-External 

Relations shall be appointed by the President. The Board of Directors may appoint an Executive 

Secretary arid 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 shail 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 majarity of all 

the directors, unless otherwise expressly provided in a written contract of eniployment between 

7 



the corporation and an officer who is also an employee of the corporation. 

ARTICLE V 

DUTIES OF OFFICERS: 

SECTION i . 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. 'Whcn 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. Secretarv. 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 of the Corporation and 

see that the seal of the Corporation is affixed to all certificates of membership prior to the issue 
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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 oE the books of the 

Corporation. The Secretary shall perform in general all duties incident to the office 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 perrorm 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 authori.zed 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. 

SECTION 5. Vice President and Chief Financial Officer. The Vice President arid 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 
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to the office of vice presidcnt 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 Iaw 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-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. 

SECTIONA. 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-Extcrnal Reiations, 
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whose cornpcnsation shall bc fixed by the President. 

SECTION 9. AnnuaI Kcports 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 shaII have the duties of both 

the Secretary and the Treasurer. 

ARTICLE VI 

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

year. 

ARTICLE VI1 

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

RIVERS ELECTRIC CORPORATION" and "HENDERSON, KENTUCKY" surrounding the 

word "SEAL" . 

ARTICLE VI11 

~. NON-PROFIT OPERATION: 

SECTION 1. lnterest or Dividends 011 Capital Prohibited. 

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 tenns contained in these Bylaws. No interest or dividends shall be paid or payable 
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by the cooperativc on any capital fknished by its patrons. 

SECTION 2. Patronage Capital in Connection with Furnishing Electric Service. 

In the furnishing of electric energy, the cooperative’s operations shall be so conducted 

that all patrons will, through their patronage. furnish capital for the cooperative. 

In order to induce patronage and to assure that the cooperative will operate on a non-profit 

basis, the cooperative is obhgated to account each year on a patronage basis to all its patrons for 

all positive patron patronage-sourced margins, both operating and non -operating. The 

cooperative is obligated to allocate all such positive amounts to a capital account for each patron. 

The books and records of the cooperative shall be set up and kept in such manner that at the end 

of each fiscal year, the amount of capital allocated and credited to each patron is clearly reflected 

in an appropriate record to the capital account of each patron, and the cooperative shall within a 

reasonable time after the close of the fiscal year notify each patron of the amount of capital so 

allocated to his account. All such amounts allocated to the capital account of any patron shall be 

in pursuance of a legal obligation to do so. 

Notwithstanding any other provision of this Article VIII, the amount to be allocated as 

patronage capital for a given year shall not be less than the greater of regular taxable patron 

patronage-sourced margins or alternative minimum taxable patron patronage-sourced margins 

(both as determined for federal income tax purposes). 

All other tax margins received by the cooperative from operating and nonoperating sources 

shall, insofar as permitted by law. be (a) used to offset any such remaining tax loss carry forward 

amounts incurred during any prior fiscal year since 1982 and (b) to the extent not needed €or that 

purpose, retained by the cooperative as a permanent source of after-tax equity. 

In the event of dissolution or liquidation of the cooperative, after all Outstanding 

indebtedness of the cooperative shall have been paid, the net of each member’s outstanding 
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membership fee and capital account balance shall be retired without priority on a pro-rata basis 

before any payments are made on account of property rights of members. The property rights of 

each rneniber shall be determined based upon historical patronage measured by kilowatt-hours 

purchased from Big Rivers over the life of the cooperative. The life of the cooperative is defined 

to begin at the date Big Rivers was formed in 196 1 and is not redefined or otherwise modified by 

Big Rivers' bankruptcy filing, reorganization, confirmation of the plan of reorganization, or 

otherwise. 

If, at any time prior to dissolution or liquidation, the board of directors shall determine 

that the financial condition of the cooperative will not be impaired thereby, the patrons' capital 

accounts may be retired in full or in part except that no distribution that violates any financial 

covenants shall be made. Generally, such retirements of capital shall be made in order of priority 

according to the year in which the capital was allocated, the capital first received by the 

cooperative being first retired. Notwithstanding a n y  other provision of' these bylaws, the board of 

directors shall have the discretion to determine Ihe method of allocation, basis, and order of 

priority of retirement, if any, for all amounts furnished as patronage capital. 

The capital in the account of each patron shall be assignable only on the books of the 

cooperative pursixant to written instructions from the assignor and only to successors in interest 

or successors in occupancy in all or a part of such patron's premises served by the cooperative 

unless the board of directors. acting under policies of general application, shall determine 

otherwise. 

SECTION 3. Patronage Allocation. 

The aggregate method will continue to be used for patronage capital accounting until the 

historical cumulative patron patronage-sourced tax margin deficit, beginning in 1983 when the 

cooperative becarne non-exempt, is overcome. Then the assignment method will be used for 

13 



each subsequent year which renders a positive patron patronage-sourced tax margin. The Big 

Rivers‘ net sales margin from the sale of electricity to each patron shall be the basis for allocating 

the total patron patronage-sourced tax margin. At the time of adoption of this policy, all patron 

sales of electricity are pursuant to either Rate Schedule C.4.d. or C.7. Until such time as Big 

Rivers’ board of directors determines any such niargin contains other amounts (for example, a 

positive transmission component), it shall not be necessary to differentiate such amount and 

determine the equitable assignment basis Iherelbre. Each year’s patron patronage-sourced tax 

niargin will be allocated as follows: 

(a) 

(h) 

(c) 

Determine each patron’s electricity sales revenue (R‘IJS Form 12) 

Determine each patron’s MWh sales (RTJS Form 12) 

Determine each patron’s power supply cost, on an average member MWH cost 

basis (RUS Form 12) 

Subtract (c) fiorn (a) to arrive at each patron’s net sales margill 

Compute each patron’s patronage capital allocation on a net sales margin pro-rata 

basis. 

(d) 

(e) 

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. 

5. The election of directors. 
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6. Unfinished business. 

7. New business. 

8. Adjournment. 

ARTICLE X 

CONTRACTS, C H E m  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 

instrunlent 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 ofDirectors 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. 

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. 
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ARTICLE X I  

AMENDMENT OF B Y L A B :  

‘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 reguiar or special meeting. 

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

altered or repealed in the above respects. 

ARTICLE XI1 

INDEMNIFICATION AND INSURANCE: 

A. Rirrht 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 compieted 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, ofiicer, 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 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 srich director in 
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connection with any  such proceeding. Such indemnification shall continue as to a director who 

has ceased to he a director and shall inure to the benefit of the director's heirs, executors, and 

administrators. Except with respect to procecdings 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 act id  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 271 B.8-500 to 

271 B.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 271 B.8-5 IO 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. 

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 Apents. The corporation shall indemnify 

and advance expenses to officers to the same extent as directors, arid may indemnify employees 
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or agents who are not directors or officers to the extent permitted by the Articles of 

Incorporation, the Bylaws, or by law. 

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, tnist, 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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Current Bylaws (Last a i m d e d  by the Board _of Directors on Februaw 21,2012) 

AMENDED BYLAWS 
OF 

BIG RIVERS EL,ECTRIC CORPORATION 

ARTICLE I 

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

dollars ($2 5.00). 

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 

coi-poration 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 membersliip. The Board 

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

knowingly and intentioiially fails to comply with any of the provisions of the Articles of 

h~corporation, 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 



the State of Kentucky, the kt ic les  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 iiiterest of the 

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

of membership shall not release the member fiom the debts or the liabilities of such member to 

the cooperative corporation. 

ARTICLE I1 

MEETINGS OF MEMBERS: The aiuiual meeting of the inembers 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 inay be directed by the Chair of the corporation. Each 

member of tlie Board of Directors of a Big Rivers' member distribution cooperative shall be 

invited to atteiid the annual ineetirig 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 

inember appearing on the books of the Corporation by mailing tlie same to his last known address 

at least ten (1 0) days before such meeting. The notice of tlie special ineeting shall set forth the 

purpose of which the meeting is called. 

Each inember 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 designated. Such form 
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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 niay orally 

report to the Secretary at the beginning of the meeting the name and address of the delcgate 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 aimual meeting elect by a two-thirds (2/3) vote to substitute such special 

meeting for the required annual meeting i l  delegates representing all members are present at such 

special meeting. 

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

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

shall satisfj 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 coining before the meeting. 

ARTICLE JII 

DIRECTORS: 

SECTION 1. N u m b 2  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 tlie menibers or at a special 

meeting of tlie 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. 



SECTION 2. Tenn. The t e r m  of directors shall be staggered such that two (2) directors 

from different nieniber cooperatives are elected each year. Each director elected on and aftel 

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. 

SECTION 3. Oualifications. 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 Ai-ticle 111, and each of the following requirements: 

A. A director of Big Rivers Electric Corporation shall be a inember 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 teiin of such employment. No niember of the immediate family of ail 

employee of Big Rivers Electric Corporation shall serve as a director of tlie corporation during 

tlie tenn of such employment. For purposes of this requirement, the "iinmediate faniiIy" of an 

eniployee 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 tlie same home as the employee, and (c) any person who is married to or Iives in 

the same liorne 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 teim 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 inembership, that person has completed all orientation and 

continuing education requireinents imposed by Board policy during his or her tenure on the 
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Board. Each director shall have achieved the National Rural Electric C3mperative Association 

Credentialed Cooperative Director (CCD) certification by the eiid 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 infonned in writing by the Secretary of the charges at 

least ten (1 0) days prior to the meeting at which the charges are to be considered. Such director 

shall have an oppoizunity at the nieeting to be heard and to present evidence respecting the 

charges. The question of tlie removal of such director shall be considered and voted upon by tlie 

remaining directors with the director under charges excluded from the meeting room at the tinie 

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. 

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 tlie 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 tlie date for the 

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

substitute such special meeting for tlie 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. 
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SECTlON 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 Coimnunications. Any or all directors 

may participate in any regular or special meeting by, or conduct a meeting tlvougli 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 

tlie 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 tlie Board 

of Directors witliiii sixty (60) days. At the first annual meeting of the members of the 

corporation following tlie effective date of the consolidation, the membership shall elect two (2) 

directors from tlie new entity, as provided in Article 111, Section 1, above, for terms consistent 

with Article 111, Section 3, which establishes staggered t e r m  for directors. 

ARTICLE IV 

OFFICERS: 

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

Chair, President, Secretary-Treasurer, and Vice President Production. 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 Production shall be 

appointed by the President. The Board of Directors may appoint an Executive Secretary and one 
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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 tlie Secretary. 

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

meeting of the menibers, 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 deleiinined by ballot vote, and shall hold office for one (1) year, or until that 

officer’s successor is elected and qualified. All officers oE tlie corporation serve at the pleasure 

of the Board and may be renioved 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 

employment between the corporation and an officer who is also an employee of the corporation. 

SECTION 3. There shall be no limit on the iiumber of teiins a director may serve in any 

office of the Corporation, provided, however, that beginning with the elections at the 201 1 

annual board meeting, a director elected to an office of tlie Corporation niay serve no more than 

t h e e  consecutive teims in that office. 

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 niay 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 perfonn 
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generally all dutics incident to the office of Chair and such other duties as may be prescribed by 

[he Board of Directors from time to time. 

In the absence of the Chair, or in the event of the Chair’s inability 01 refusal to act, the 

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

the powers o€ 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 o€ Directors and members in one 01 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 arid of the sea1 of the Corporation and 

see that the seal of the Corporation is affixed to all certificates of niembership 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 nieinbership and have general charge of the books of the 

Corporation. The Secretary shall perfom in general all duties incident to the office of the 

Secretary and such otlier 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 Coi-poration, and any deeds, mortgages, bonds, contracts, tariffs or other 

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

required by law to be otlierwise 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, aiid such other 

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

SECTION 5. Vice President Production. Tlie Vice President Production shall direct all 

activities related to operation and maintenance of the Corporation’s generating facilities, 

including he l s  procurement and management aiid power plant engineering; inanage the energy 

services functions of the Corporation, including responsibility for generation and purchase 

resources‘ and wholesale power marketing activities; aiid perfom generally all duties incident to 

the office ofVice President Production, along with such other duties as may be prescribed by the 

Board of Directors from time to time. 

SECTION 6. (Intentionally left blank.) 

SECTION 7. Absence or Disability of President. If tlie President is absent or becomes 

disabled, tlie Vice President Production shall have all the powers and be sub,ject to all the duties 

of the President so long as such absence or disability continues. 

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

coiporation shall be fixed from time to time by the Board of Directors, except tlie compensation 

of the Vice President Production whose compensation shall be fixed by the President. 
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SECTION 9. Annual Reports of Officers The ofGce1-s of the Coiyoration sliall submit at 

each annual meeting of tlie members reports covering the business of the corpoiation foi the 

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

SECTION 10. Secretary-Treasurer. Tlie Secretary-Treasurer shall have tlie duties of 

both the Secretary and the Treasurer. 

ARTICLE VI 

FISCAL YEAR: The fiscal year of the coiporation shall coniiiience on Jaiiuary 1 st of each 

year. 

ARTICLE VI1 

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

RIVERS ELECTRIC CORPORATION" and "HENDERSON, KENTUCKY" surrounding tlie 

word "SEAL,". 

ARTICLE VI11 

SECTION 1. Operation on a Cooperative Basis. Tlie cooperative sliall at a11 times be 

operated on a non-profit, cooperative 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 all or a portion of their business with the cooperative on a patronage basis on the 

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

cooperative on any capital funiislied by its patrons. 

SECTION 2. Patronage Net Earnings. 

(a) The patronage net eaiiiings of the cooperative (1) attributable to that portion of the 
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year during which the closing of the 1Jnwind Transaction occui s (the “Unwind Year”) that 

conimences on January 1 of such year and ends on tlie last day of the month preceding the month 

in which the closing of the Unwind Transaction occurs (the “Initial unwind Period”) and ( 3 )  

attributable to 2008 if the Unwind Year shall not be 2008 ) and all subsequent years preceding the 

Unwind Year shall be determined and allocated to the patrons in accordance with the bylaws as 

in effect on January 1, 2008. The patronage net earnings of the cooperative attributable to that 

portion of the Unwind Year that commences on the first day of the inoiith in which the closing of 

the Unwind Transaction occurs and ends on December 3 1 oE such year (the “Subsequent Unwind 

Period”) (and all subsequent years) shall be determined and allocated to the patrons in 

accordance with the bylaws currently in effect. The patronage net earnings attributable to each 

of the Initial TJnwind Period and the Subsequent Unwind Period will be determined by closing 

the books of the cooperative as of the last day of the Initial Unwind Period and by treating each 

of the Initial TJnwind Period and the Subsequent Unwind Period as a short period taxable year; 

provided, that: the patronage net earnings of the cooperative attributable to the TJnwind 

Transaction will be allocated solely as provided in clause (c)(2 j below. 

(bj The taxable income or loss of the cooperative from business done with or for its 

patrons on a cooperative basis, as computed for 1J.S. federal income tax purposes for purposes of 

calculating regular taxable income tax and alternative niininiurn taxable income, prior to taking 

into account any deduction for patronage dividends but afier offset (if applicable) by any 

available tax loss carryforward amounts attributable to a deficit in patronage earnings from prior 

taxable years (“patronage net earnings”) shall, if positive, be allocated in an amount no less than 

the greater of such patronage net earnings as computed for regular income tax purposes and such 

patronage net eai-nings as computed for alternative minilnuin tax purposes to the patrons of the 

cooperative in the manner detailed in clause (c) below and, if negative, be treated in tlie manner 
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detailed in clause (d) below. 

(c)( 1) As of the end of each taxable ycar, the amount of the patronage net earnings of the 

cooperative (except as provided in clauses (c)(2) arid (c)(.3) below ielating to the Unwind 

Transaction and Extraordinary Transactions) shall be allocated to the patrons of the cooperative 

based on tlie ratio of the patronage net book eaiiiings attributable to each such patron for the year 

over the patronage net book eaiiiings attributable to all of tlie patrons for that year provided, 

however, that for the Subsequent Unwind Period, the allocation shall be made based on tlie ratio 

of tlie patronage net book earnings attributable to each such patron for the Subsequent Unwind 

Period over the patronage net book earnings attributable to all of the patrons for the Subsequent 

Unwind Period. For this purpose, the patronage net book eaiiiings attributable to each patron 

with respect lo any year shall be MRural + MLargeIndustrial + MSnielters, where 

MRural = tlie greater of zero or ((RRural - A) ‘I: KRural); 

MLarge Industrial = the greater of zero or ((RL,argeIndustrial - A) 4’ KLargeIndustrial); 

MSnielters = the greater of zero or ((RSmelters - A) ‘I’ KSmelters). 

For purposes of tlie foregoing: 

Mura l  = the cooperative’s system-average revenue per lcWh for that year from sales to tlie 

applicable patron for resale to rural consumers (as determined pursuant to GAAP); 

RLargeIiidustrial = the cooperative’s system-average revenue per 1tWh for that year from sales to 

tlie applicable patron for resale to large industrial consuniers (as determined pursuant to GAAP); 

RSinelters = the cooperative’s system-average revenue per 1tWh for that year from sales to the 

applicable patron for resale to smelter consumers 9as determined pursuant to GAAP); 

A = tlie cooperative’s system-average cost per kWh for that year (based on the Total Cost of 

Electric Service, as set forth in tlie cooperative’s RUS Form 12a for the year, and tlie Sales of 

Electricity (Grand Total), as set forth in tlie cooperative-s RIJS Fonn 12b for the year, and, 
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hence, determined pursuant to GAAP); 

KRural = the number of 1tWh purchased by the applicable patron during that year for resale to 

rural consumers; 

KL,argeIndustrial = the number of ltWh purchased by the applicable patron during that year for 

resale to large industrial consumers; 

KSrnelters = tlie number of kWh purchased by the applicable patron during that year for resale to 

smelter consumers (if any). 

Notwithstanding the foregoing, if the patronage net book earnings attributable to all of the 

patrons is negative for any year, the allocation of the patronage net earnings for that year shall 

instead be based on the ratio of (i) the cuiiiulative patronage net earnings of tlie cooperative 

allocated to each of the patrons in all prior years subsequent to 1998, which is tlie year in which 

Big Rivers’ bankruptcy reorganization closed, to (ii) the cumulative patronage net earnings 

allocated to all of the patrons during such years. 

(2) The patronage net earnings of the cooperative attributable to the Unwind Transaction 

will be allocated amongst the patrons of the cooperative based on the ratio of the historic 

patronage allocations made to each of the patrons to the historic patronage allocations made to 

all of the patrons with respect to the period commencing with January 1, 1999, which is the year 

subsequent to the year in which Big Rivers’ bankruptcy reorganization closed, and terminating 

on the last day of the month preceding the month in which the closing of the Unwind Transaction 

occurs. 

(3) In the event that an Extraordinary Transaction occurs as the result of the sale of 

generation or traiisniission assets, the patronage net eamings of the cooperative attributable to 

such sale of assets (but not in excess of the patronage net eaiiiiiigs for the year of such sale) will 

be allocated among the patrons of the cooperative based on the ratio of the historic patronage 
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allocations made to each of the patrons (other than allocations made pursuant to (i)  the 2000 

Patronage Capital Allocation, ( i i )  the TJnwind Transaction, and (iii) this Article VIII, Section 

2(c)(3)) to the historic patronage allocations made to all of the patrons (other than allocations 

made pursuant to (i) the 2000 Patronage Capital Allocation, (ii) the TJnwind Transaction, and (iii) 

this Article VIII, Section 2(c)(3)) for the period coinrnencing on the first day of the year during 

which depreciation allowances were first allowed for federal income tax purposes with respect to 

the assets sold and tenninating on the last day of the year during which such assets were sold. In 

the event that an Extraordinary Transaction occurs other than as the result of the sale of 

generation or transmission assets, the patronage net earnings of the cooperative attributable to 

such Extraordinary Transaction (but not in excess of the patronage net earnings for the year of 

such Extraordinary Transaction) will be allocated among the patrons of the cooperative based on 

the ratio of the historic patronage allocations made to each of the patrons (other than allocations 

made pursuant to (i) the 2000 patronage Capital Allocation, (ii) the TJnwind Transaction, and (iii) 

this Article VIII, Section 2(c)(3)) to the historic patronage allocations made to all of the patrons 

(other than allocations made pursuant to (i) the 2000 patronage Capital Allocation, (ii) the 

Unwind Transaction, and (iii) this Article VIII, Section 2(c)(3)) for the period that most 

equitably relates to the income or gain arising from the Extraordinary Transaction, taking into 

account all relevant facts and circumstances. 

(d) If the patronage net earnings of the cooperative for any taxable year is negative, the 

deficit shall be carried forward and applied as an offset against future positive patronage net 

earnings (in accordance with clause (b) above). 

(e) If patronage net earnings of the cooperative shall be adjusted (by the IRS on audit or 

otherwise) for any year, the amount of patronage net earnings allocated to each patron pursuant 

to this Article VIII, Section 2 for that year shall be automatically adjusted in accordance with this 
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Article VIII, Section 2 to ieflect thc recomputed patronage net carnings, with cach incmber being 

notificd within a reasonable time thereafter of the amount of the adjustment allocated to the 

patron’s capital account. 

SECTION 3. Nonpatronage Net EaniingS, The taxable income or loss of the cooperative 

Eroiii business not done with or foi its patrons on a cooperative basis for any taxable year, as 

computed for U. S. federal income tax purposes (“nonpatronage net earnings”), after offset (if 

applicable) by any available tax loss carryforward amounts attributable to a deficit in 

nonpatronage net earnings from prior taxable years, shall, if positive, be retained by the 

cooperative as a permanent source of equity and, if negative, shall be carried forward to be 

applied as an offset against fiiture positive nonpatronage net earnings. If the nonpatronage net 

earnings of the cooperative shall be adjusted (by the IRS on audit or otherwise) for any year, the 

calculations made pursuant to this Article VIII, Section 3 for that year shall be automatically 

adjusted in accordance with this Article VIII, Section 3 to reflect the recomputed lionpatronage 

net eamings. 

SECTION 4. Record-Keeping. The inembership fee paid and the aniount of patronage 

net earnings allocated to each patron shall be credited to a capital account maintained for such 

patron, with the books and records of the cooperative being set up and kept in such inanner that, 

at the elid of each taxable year, the arnouiit of capital allocated and credited to each patron is 

clearly reflected in an appropriate record to the capital account of each patron (with the 

cooperative notifying each patron within a reasonable time after the close of the taxable year 

notify tlie amount of the patronage net earnings allocated to the patron‘s account with respect to 

such taxable year). All such amounts allocated to the capital account of any patron in 

accordance with this Article VI11 shall be in pursuance of a legal obligation to do so. The capital 

account of each patron shall be assignable only on the books of the cooperative pursuant to 



written instructions from thc assignor and only to successors in interest or successors in 

occupancy of all or a part of such pation’s premises served by the cooperative unless the board 

of directors, acting under policies of general application, shall otherwise determine. 

SECTION 5. Retireinelit of Patronage Capital. If, at any time prior to the liquidation of 

the cooperative, the board of directors shall determine that the financial condition of the 

cooperative will not be impaired thereby, the patrons’ capital accounts may be retired in full  or in 

part (except that no distribution shall be made that would result in a violation of any financial 

covenant of the cooperative). Generally, such retirements of capital shall be made in order of 

priority according to the year in which the patronage net earnings were allocated. 

Notwithstanding the foregoing, however, the board of directors shall have the discretion to 

determine the method of allocation, basis and order of priority of repayinerit for all amounts 

furnished as patronage capital. 

Upon the liquidation of the cooperative, the assets of the cooperative shall be distributed 

in the following order: (i) all debts and obligations of the cooperative shall be paid in accordance 

with lawful priorities; (ii) each patron’s capital account balance shall be paid without priority on 

a pro rata basis until all such capital accounts (as determined subsequent to adjusting such 

accounts by allocations of patronage net earnings for the year of liquidation) have been reduced 

to zero and (iii) any remaining assets of the cooperative shall be paid to the current and former 

patrons of the cooperative based upon the aniount of their historic patronage with the cooperative 

measured by kilowatt-hours purchased from Rig Rivers over the life of the cooperative. The life 

of the cooperative is defined to begin at the date Big Rivers was formed in 1961 and to continue 

uiiirilerrupted tlx-ough Big Rivers’ banki-uptcy reorganization to the date of liquidation. 

SECTION 6. Definitions. For purposes of this Article VIII, the “Unwind Transaction” 

shall mean the transactions contemplated by that certain Transaction Teimination Agreement 
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dated as of March 26, 2007 to which the cooperative is a party, and an “Extraordinary 

Transaction’’ shall mean any transaction or event occurring afier the coinplelion of the Unwind 

Transaction aiicl otlier than in the ordinary course of the business of the cooperative (including 

without limitation a sale of generation or traiisniission assets) where the patronage net eaiiiings 

from such transaction or event are in excess of $30 million. 

ARTICLE IX 

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

iiieetiiigs of the inenibers and the taking of necessary action 

thereon. 

4. Presentation and Consideration of, and acting upon reports 

of officers, directors, and committees. 

5.  The election of directors. 

6. TJnfiiiislied business. 

7. New business. 

8. Adj ouxment. 

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

confined to specific instances. 

All checlts, drafts or other orders for tlie payment of inoney, notes or other evidences of 

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

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

Board of Directors. 

All fwlds of tlie corporation shall be deposited from time to time to the credit of tlie 

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 reinibursemeiit of such expenses as 

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

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

SECTION 3: Nothing contained lierein shall limit tlie right of the Board of Directors to 

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

iiormal functions as director. 

ARTICLE XI1 

AMENDMENT OF BYLAWS: 

Tliese Bylaws may be altered, modified, amended, or replaced by an affirmative vote of a 

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

All Bylaws previously adopted by this Board which are iiiconsistent lierewith are hereby 

altered or repealed in the above respects. 



ARTICLE XI11 

INDEMNIFICATION AND WSURANCE: 

A. Ri,ght lo Indemnification. Each person who was or is made a party or is tlu-eatened 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 tlie fact he or she, or a person oE whom lie 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 amendnient permits the corporation to 

provide broader indemnification riglits than the Kentucky Business Coil2oration 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 indeinnification 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 coiuiection 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 riglit to indemnification conferred in this 

Article shall be a contract right. 
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B. Advance of Expenses. The coiyoration shall pay for or ieimburse tlie actual and 

reasonable expenses incrii-red by a director who is a party lo a proceeding in advance of final 

disposition of the proceeding i f a  determination is made that the facts then lmown to those 

making tlie deteiiiiination would not preclude indemnification under KRS 27 1R.8-500 to 

271B.8-580, and if tlie director fuiiiishes the corporation: (i) a written affriiiation of tlie 

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

Kentucky Revised Statutes 271 R.8-5 10 or successor provisions; and (ii) a written undertaking, 

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

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

or otherwise. The undertalcing 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. 

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 indemnify employees 

or agents wlio are not directors or officers to the extent permitted by the Articles of 

Incorporation, the Bylaws, or by law. 

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

belialf of an individual wlio 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 sewing 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 
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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 indemni@ him or her against the same liability under this Article. 
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RIVERS ELECTRIC CORPORATION 
UE EVIDENCES OF INDEBTEDNESS 

CASE NO. 2012-00119 

Response to the Kentucky ndustrial Utility Customers’ 
Initial Request for Information 

Dated April 11,2012 

April 23, 2012 

Item 11) 
BRECs First Supplemental Indenture dated as of June 1, 2010: 

Provide copies of the following documem% referenced in 

a. th,e First Mortgage Note, Series ZOlOA, 
b. the 2010 Indentu,re, 
c. the 2010 Financing Agreement, and 
d.  the Series 2010ARonds. 

Response) Big Rivers objects generally to providing the documents requested in 
this information request because they lack relevancy to the authorizations 
requested by Big Rivers in this proceeding. Without waiving that  objection, Big 
Rivers states as follows: 

a. A copy of the Big Rivers Electric Corporation First Mortgage Note, 
Series 2010A is attached. 

b. A copy of the Trust Indenture between County of Ohio, Kentucky 
and U.S. Bank National Association, as  Bond Trustee, dated as of 
June  1, 2010 (the “2010 Indenture”) is attached. 

c. A copy of the Loan Agreement between the County of Ohio, 
Kentucky and Big Rivers Electric Corporation dated as  of June 1, 
2010, is attached. 

d. Big Rivers does not have a copy of the 2010 bonds. The form of 
bond may be found in the 2010 Indenture at pages 45-50. 

Witness) Mark A. Hite 
Case No. 2012-00119 

Response to KIUC 1-11 
Witness: Mark A. Hite 
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THIS FIRST MORTGAGE NOTE, SERIES 2010A IS 
AS MAY BE REQUIRED TO EFFECT ANY 
TRUSTEE UNDER THE TRUST 
BETWEEN THE COUNTY OF 
ASSOCIATION, AS BOND TRUSTEE, 

EXCEPT 

,"II1lll--".-."-IX--.X---_---'-- 

NO, R- 

BIG RIVERS ELECTRIC CORPORATION 

BIG RIVERS ELECTRIC 
corporation organized under the 
received, promises to pay to 
Trustee"), or its successors 
thereon as follows: Big 
as of June 1 , 2010 (the 

on which interest is 

issued by the 

, 
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If the maturity date of the Series 2010A Bond shall be 
an event of default, the principal of this First Mortgage Note, 
due and payable in the manner and with the effect 
Agreement. The Financing Agreement provides that, 
acceleration shall be rescinded, 

as a result of 

No recourse shall be 
based herein or on the Financing Agreement 
officer, director or stockholder, past, 
directly or through Big Rivers, or 
law or by the enforcement of any 
or otherwise. 

This Flrst Mortgage Note, to any benefit under 
for any purpose until 
certificate endorsed 

the Big Rivers Indenture and 
the Indenture Trustee shall 
hereon. 

All terms use in this are not defined 
or the herein shall have the 

Bond Indenture. 
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IN WITNESS WHEREOF, Big Rivers has caused t Mortgage Note, 
Series 2010A to be duly executed, attested and delivered the 

(SEAL) BIG RIVERS 

Mark A. Bailey 

Attest: 

Senior Vice President of Financial 
& Energy Services and Chief Financial Office;\\ 

"\ 
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TRUST INDENTURE 

Between 

COUNTY OF OHIO, KENTIJCKY 

and 

U.S. BANK NATIONAL ASSOCIATION 

as Bond Trustee 

Dated as of June 1,2010 

Authorizing 

$83,300,000 
COUNTY OF OHIO, KENTUCKY 

Pollution Control Refunding Revenue Bonds, Series 2010A 
(Rig Rivers Electric Corporation Project) 
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TRUST INDENTURE 

This TRUST INDENTURE (this “Indenture”), is made and entered into as of June 1, 
2010, by and between COUNTY OF OHIO, KENTUCKY, a public body corporate and politic 
duly created and existing as a county and political subdivision under the Constitution and laws of 
the Commonwealth of Kentucky (together with any successor to its duties and functions, the 
“County”), acting by and through its Fiscal Court which is the governing body of the County, 
and U.S. BANK NATIONAL, ASSOCIATION, a national banking association duly organized 
and existing under the laws of the TJnited States of America and authorized to accept and execute 
trusts of the character herein set out (together with any successor to its duties and functions, the 
“Bond Trustee”). 

WITNESSETH: 

WHEREAS, the County is a public body corporate and politic duly created and existing 
as a county and political subdivision under the Constitution and laws of the Commonwealth of 
Kentucky and is authorized and empowered by law, including particularly the provisions of the 
Industrial Building Revenue Bond Act (Sections 103.200 through 103.285, inclusive) of the 
Kentucky Revised Statutes, as amended (collectively with all future acts supplemental thereto or 
amendatory thereof, the “Act”), to issue bonds and loan the proceeds thereof to a rural electric 
cooperative corporation to refund bonds previously issued by the Comty to finance the 
acquisition of pollution control facilities; and 

REAS, by a resolution adopted by the Fiscal Court of the County on September 9, 
1980, the County agreed to finance the Facilities for Big Rivers Electric Corporation (“Big 
Rivers”); and 

WHEREAS, the County initially financed the Facilities by issuing the 1982 Bonds and 
loaning to Big Rivers the proceeds thereof which Big Rivers used to pay a portion of the costs of 
the Facilities: and 

WHEREAS, the County financed the refunding of the 1982 Bonds by issuing the 1985 
Bonds and loaning to Big Rivers the proceeds thereof which Big Rivers used to retire the 1982 
Bonds; and 

WHEREAS, the County financed the refunding of the 1985 Bonds by issuing the 2001 
Bonds and loaning to Big Rivers the proceeds thereof which Big Rivers used to retire the 1985 
Bonds; and 

WHEREAS, Big Rivers has requested the County to issue $83,300,000 aggregate 
principal amount of its “Pollution Control Refunding Revenue Bonds, Series 201 OA (Big Rivers 
Electric Corporation Project)” (the “Bonds”) and to loan the proceeds thereof to Big Rivers for 
the purpose of providing funds to refund by redemption the 2001 Bonds; and 

=REAS, the County and Big Rivers propose that the County so refund the 2001 
Bonds by depositing into escrow the proceeds of the Bonds and certain other funds in sufficient 
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amounts to effect such iefxmding by redemption of the 2001 Bonds on June 23, 2010 in 
accordance with tlie terms of the 2001 Indenture and an Escrow Deposit Agreement, dated as of 
June 1, 2010 (the “Escrow Deposit Agreement”), among the County, Big Rivers and the trustee 
named therein; and 

WHEREAS, the County will issue the Bonds under this Indenture arid loan the proceeds 
thereof to Big Rivers under a Loan Agreement, dated as of June 1, 2010 (the “Financing 
Agreement”), pursuant to which (i) the County will loan to Big Rivers the proceeds ofthe Bonds 
and (ii) Big Rivers will agree to repay such loan by paying to the County an amount sufficient to 
pay the principal of the Bonds when due at maturity, the interest on the Bonds when due and any 
other expenses incuixd by the County in connection with the Bonds, and the Bonds sliall be 
secured by, among other things, a pledge of the Financing Agreement, certain revenues of tlie 
County received pursuant to the Financing Agreement and a note issued by Big Rivers to 
evidence its payment obligations under thc Financing Agreement (the “Note”), which Note will 
be issued pursuant to the First supplemental Indenture, dated as o€ June 1,201 0, supplemental to 
the Indenture, dated as of J ~ l y  1, 2009, between Big Rivers and 1J.S. Bank National Association, 
as trustee (the “Big Rivers Indenture”), and secured on a parity basis with all other obligations 
secured thcreunder; and 

WHEREAS, the refiinding by redemption of the 2001 Woiids shall also result in the 
prepaymcnt of the 2001 Note issued to evidence Rig Rivers’ obligation to repay the loan made 
by the County to Big Rivers under tlie 200 1 Fiiianciiig and Loan Agreement; and 

WHEREAS, Big Rivers, by executing and delivering the Financing Agrecmcnt, has 
consented to the issuance of the Bonds and the loan of the proceeds thereof to Big Rivers; and 

WHEREAS, the execution and delivery of this Indenture and the Financing Agreement 
and the issuance of the Bonds have been in all respects duly and validly authorized by an 
ordinance of the Fiscal Court of the County; and 

WHEREAS, the Kentucky Department of Natural Resources and Environmental 
Protection has certified that the Facilities, as designed, are in fiu-thcrance of the purposes of 
abating or controlling atmospheric pollutants or contaminants or water pollution; and 

WHEREAS, the Couiity malm the following findings and determinations: (a) the 
Facilities constitute “pollution control facilities” within the meaning of Section 103.246 of the 
Act, (b) the acquisition and financing of the Facilities inures to the public interest and constitutes 
the performance of a propcr governmental purpose with the result that atmospheric, solid waste 
and water pollution in the Commonwealth of I<entucky rnay be abated and controlled to tlie 
maximum possible extent, (c) the issuance of the Bonds is and will be for a public purpose and 
tends to further the purpose of the Act and, in addition, aids in the retention of existing industry 
through the control of pollution, (d) the Facilities are located wliolly within the geographic 
boundaries of the County, (e) title to the Facilities is held by Big Rivers and will not be acquired 
by the County, (f) the statutory mortgage lien provided for by Section 103.250 of the Act shall 
not apply to the Facilities, (g) the principal amount of the Bonds (together with funds provided 
and to be provided by Big Rivers) is necessary to effect the refunding of the 2001 Bonds and to 
pay all premiums, expenses and coinmissions required to be paid in connection with the issuance 
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of the Bonds and the refunding of the 2001 Bonds, and (h) the issuance of the Bonds, the 
refunding of the 2001 Bonds, the loan of the proceeds of the Bonds to Big Rivers for this 
purpose and the execution, delivery and performance of the Bonds, this Indenture and the 
Financing Agreement are, in all respects, permitted by the Act and conform to the requirements 
of the Act. 

WHEREAS, all other things necessary to niake the Bonds, when issued, executed and 
delivered by the County and authenticated by the Bond Trustee pursuant to this Indenture, the 
valid and binding obligations of the County, and to constitute this Indenture a valid pledge o i  
certain income and revenues derived from the Financing Agreement and the Note for the 
payment of the principal of and interest on the Bonds authenticated and delivered under this 
Indenture, have been performed, and the creation, execution and delivery of this Indenture, and 
the creation, execution and issuance of the Bonds, subject to the terms hereof, have ail been duly 
authorized; 

NOW. THEREFORE: 

The County, in consideration of the premises and the acceptance by the Bond Tiustee of 
the trusts hereby created and of the purchase and acceptance of the Bonds by the Owners thereof 
and of the sum of One Dollar ($1.00), lawful money of the United States of America, to it duly 
paid by the Bond Trustee at or before the execution and delivery of these presents and for other 
good and valuable consideration, the rcceipt of which is hereby acknowledged, in order to secure 
the payment of the principal of and interest on the Bonds according to their tenor and effect and 
the performance and observance by the County of all the obligations and covenants expressed or 
implied herein and in the Bonds, does hereby grant, convey, pledge, transfer and assign to the 
Bond Trustee, arid to its successors in trust, the following (herein called the ‘‘Trust Estate”): 

First, the amounts required from time to time to be deposited in or credited to the account 
of the Bond Fund in accordance with this Indenture and the Financing Agreement and the Note 
from time to time held by the Bond Trustee or a Co-Paying Agent for the benefit of the Owners 
of the Bonds pursuant to this Indenture, together, as provided herein, with any investments and 
reinvestments made with such amounts and moneys and the proceeds thereof; and 

Second, all of the County’s right, title and interest in and to the Note, and payments made 
thereon, delivered by Big Rivers to the Bond Trustee pursuant to the Financing Agreement; and 

Tlzird, all of the County’s right, title and interest in and to the Receipts and Revenues of 
the County from the Financing Agreement and all of the County’s right, title and interest in and 
to the Financing Agreement together with all powers, privileges, options and other benefits of the 
County contained in the Financing Agreement which are not specifically described in the First 
Granting Clause above other than the rights of the County set forth in Sections 5.4, 5.6 and 9.4 of 
the Financing Agreement; provided, however, that nothing in this clause shall impair, diminish or 
otherwise affect the County’s obligations under the Financing Agreement or, except as otherwise 
provided in this Indenture, impose any such obligations on the Bond Trustee; and 

Fourth, any and all property of every kind or description which may from time to time 
hereafter be sold, transferred, conveyed, assigned, hypothecated, endorsed, deposited, pledged, 
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mortgaged, granted or delivered to, or deposited with, the Bond Trustee as additional security 
hereunder by the County or anyone on its behalf or with its written consent, or which pursuant to 
any of the provisions hereof or of the Financing Agreement may come into the posscssion or 
control of the Bond Trustee, or of a lawfully appointed receiver, as such additional security; and 
the Bond Ti-ustee is hereby authorized to receive any and all such property as and for additional 
security for the payment of the Bonds and to hold and apply all such property subject to the 
terms hereof. 

TO HAVE AND TO HOLD the said Trust Estate, whether now owned or held or 
hereafter acquired, unto the Bond Trustee, its successors and assigns, forever. 

IN TRUST NEWRTmI,ESS, upon the terms and trusts herein set forth for the equal 
and proportionate benefit and security of all present and future Owners of the Bonds without 
preference of any Bond over any other, and for enforcement of the payment of the Bonds, in 
accordance with their terms, and all other sums payable hereunder or on the Bonds and for the 
performance of and compliance with the obligations, covenants and conditions of this Indenture, 
as if all the Bonds at any time outstanding had been authenticated, executed and delivered 
simultaneously with the execution and delivery of this Indenture, all as herein set forth. 

IT IS HEREBY COVENANTED, DECLAmD AND AGREED that this Indentiire 
creates a continuing lien to secure equally and ratably the payment in full of the principal of and 
interest on all Bonds which may, from time to time, be outstanding hereunder, and that the 
Bonds are to be issued, authenticated and delivered, and that the Trust Estate is to be held, dealt 
with and disposed of by the Bond Trustee, upon and subject to the terms, covenants, conditions, 
uses, agreements and trusts set forth in this Indenture, as follows: 

ARTICLE I 

DEFINITIONS 

The terms defined in this Article I shall, for all pnrposes of this Indenture, have the 
meanings herein specified, unless the context clearly requires otherwise: 

“Act” shall mean the Industrial Building Revenue Bond Act (Sections 103.200 through 
103.285, inclusive) of the Kentucky Revised Statutes, as amended, and all acts supplemental 
thereto or amendatory thereof. 

“Adnzil-listration Expenses” shall mean the reasonable arid necessary expenses incurred by 
the County with respect to the Financing Agreement, this Indenture and any transaction or event 
contemplated by the Financing Agreement or this Indenture, including the compensation and 
expenses paid to the Bond Trustee. 

“Big Rivers” shall mean Big Rivers Electric Corporation, a nonprofit rural electric 
cooperative corporation organized and existing under the laws of the Commonwealth of 
Kentucky, and its lawful successors and assigns. 

“Big Rivers Indenture” shall mean the Indenture, dated as of July 1, 2009, between Big 
Rivers and U.S. Bank National Association, as trustee, as supplemented or amended from time to 
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time, including as supplemented by the First Supplemental Indenture, providing for the issuance 
of the Note, and as also amended and supplemented by any alternate indenture or mortgage. 

“Big Rivers Representative” shall mean any one of the following officers andor 
employees of Big Rivers: (i) the President and Chief Executive Officer, (ii) the Senior Vice 
President, Financial and Energy Services and Chief Financial Officer or (iii) any other officer or 
employee of Big Rivers at the time designated to act on behalf of Big Rivers by a written 
certificate furnished to the County and the Bond Trustee containing the specimen signature of 
such person and signed on behalf of Big Rivers by any one of the above-described officers 
and/or employees. Such certificate may designate one or more alternates. 

“Bond Fzuzd’ shall mean the fund created by Section 4.01 heseof. 

“Bond Trustee” shall mean U.S. Bank National Association, and its successor or 
successors hereunder, as trustee and Paying Agent under this Indenture. 

“Borzdowrzer” or “Owrzer” shall mean the person in whose name a Bond of any series is 
registered upon the registration books maintained by the Registrar. 

“Bo?zds” or “ B ~ n d ’  shall mean the County’s “Pollution Control Refunding Revenue 
Bonds, Series 2010A (Big Rivers Electric Corporation Project),” authorized under Section 2.02 
hereof. 

“Book Entry Bor~d” shall mean a Bond of any series authorized to be issued hereunder 
and issued to and, except as provided in Section 2.1 l(d) hereof, restricted to being registered in 
the name of, a Securities Depository for the participants in such Securities Depository or the 
beneficial owners of such Bond. 

“Business Day” shall mean any day on which (i) banks located in New York, New York, 
and the city in which the principal office of the Bond Trustee is located is not required or 
authorized to be closed and (ii) The New York Stock exchange is open. 

“Co-Paying Agent” shall mean any co-paying agent appointed in accordance with 
Sections 9.20 and 9.21 hereof. 

“County” shall mean County of Ohio, Kentucky, a public body corporate and politic duly 
created and existing as a county and political subdivision under the Constitution and laws of the 
Commonwealth of Kentucky. 

“Escrow Deposit Agreement” shall mean the Escrow Deposit Agreement dated as of June 
I, 2010 among Big Rivers, the County and the Escrow Deposit Trustee. 

“Escrow Deposit Trustee” shall mean U S .  Bank National Association, in its capacity as 
trustee under the Escrow Deposit Agreement. 

“Event qf Default” shall have the meaning specified in Section 8.01 hereof. 
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“Facilities” shall mean those air and water pollution control and sewage and solid waste 
disposal facilities located at the Plant which were financed with the proceeds of the 1982 Bonds. 
The Facilities are listed on Exhibit A to the Financing Agreement. 

“Financing Agreement’’ shall mean the Loan Agreement, dated as of June I, 2010, 
between the County and Big Rivers, as amended or supplemented by any and all Supplemental 
Financing Agreements. 

I 

“First Supplemenla1 Indeiztlire” shall mean the First Supplemental Indenture, dated as of 
June 1, 2010, between Big Rivers and U.S. Bank National Association, as trustee. 

“Fiscal Court” shall mean the Fiscal Court of the County or any successor governing 
body of the County. 

“Irzdeizture” shall mean this Trust Indenture of the County, as amended or supplemented 
by any and all Supplemental Indentures. 

“Irzferest Payiizeizt Date” shall mean January 15 and July 1.5 of each year, commencing 
January 15, 201 I. 

“Investnzeizt Securities” shall mean the following obligations or securities (only to the 
extent investment therein would not violate the laws of the Commonwealth of Kentucky), 
maturing or redeemable at the option of the holder thereof at such time or times as to enable 
disbursements to be made from the Bond Fund in accordance with the terms hereof, or which 
shall be marketable prior to the maturities thereof 

(i) 
America; 

Direct obligations of, or obligations guaranteed by, the United States of 

(ii) Obligations of any of the following federal agencies which obligations 
represent the full faith and credit of the United States of America: 

- Export-Impoit Bank, 
Faim Credit System Financial Assistance Corporation, 
Farmers Home Administration, 
General Services Administration, 
U.S. Maritime Administration, 

- Small Business Administration, 
- Government National Mortgage Association (GNMA), 

U.S. Department of Housing & TJrban Development (PNA’s), and 
Federal Housing Administration; 

(iii) U.S. dollar denominated certificates of deposit (whether negotiable or 
non-negotiable), demand deposits, time deposits and banker’s acceptances with any bank 
or tnist company organized under the laws of any state of the {Jnited States of Anierica or 
any national banking association whose deposit obligations on the date of purchase are 
rated either “A-1” or better by Standard & Poor’s Rating Group, a division of The 
McCraw-Hill Companies, Inc, (“S&P”) and “P- 1” or better by Moody’s Investors 
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Service, Inc. (“Moody’s”) (provided that a rating on a holding company shall not be 
deemed to be such rating on a subsidiary bank); 

(iv) Commercial paper which is rated at the time of purchase either “A-1” or 
better by SRrP and “P-1” or better by Moody’s and which matures not more than 270 
days after the date of purchase; 

(v) Senior debt obligations rated “AAA” by S&P and “Aaa” by Moody’s 
issued by the Federal National Mortgage Association or the Federal Home Loan 
Mortgage Corporation; 

(vi) Investments in a money market fund rated “AAAm” or “AAAm-G” or 
better by S&P; 

(vii) Pre-refunded Municipal Obligations defined as follows: Any bonds or 
other obligations of any state of the United States of America or of any agency, 
instrumentality or local goveiiirnental unit of any such state which are not callable at the 
option of the obligor prior to maturity or as to which irrevocable instructions have been 
given by the obligor to call on the date specified in the notice; and 

(1) which are rated, based on an irrevocable escrow account or fund (the 
“escrow”), in the highest rating category of S&P and Moody’s or any 
successors thereto; or 

(2) (A) which are fully secured as to principal and interest and redemption 
premium, if any, by an escrow consisting only of cash or obligations 
described in paragraph (a) above, which escrow may be applied only to 
the payment of such principal of and interest and redemption premium, if 
any, on such bonds or other obligations on the maturity date or dates 
thereof or the specified redemption date or dates pursuant to such 
irrevocable instructions, as appropriate and (B) which escrow is sufficient, 
as verified by a nationally recognized firm of independent certified public 
accountants, to pay principal of and interest and redemption premium, if 
any, on the bonds or other obligations described in this paragraph on the 
maturity date or dates specified in the irrevocable instructions referred to 
above, as appropriate. 

“Maturity Date” shall mean, with respect to the Bonds, July 15,203 1. 

“19.54 Code” shall mean the Internal Revenue Code of 1954, as amended, and the 
regulations promulgated thereunder. 

“1982 ROIZ~S” shall mean the $82,500,000 aggregate principal amount of the County’s 
“Pollution Control Interim Bonds, Series 1982 (Big Rivers Electric Corporation Project)” 
previously issued by the County to finance a portion of the cost of the Facilities. The 1982 
Bonds were retired with the proceeds of the 1985 Bonds and are no longer outstanding. 
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“I 98.5 Boizds” shall inem the $83,300,000 aggregate principal amount of the County’s 
“Variable Rate Demand Pollution Control Refunding Bonds, Series 1985 (Big Rivers Electric 
Corporation Project)” previously issued by the County to refund the 1982 Bonds. The 1985 
Bonds were retired with the proceeds of the 2001 Bonds and are no longer outstanding. 

“1986Act” means the Tax Reform Act of 1986. 

“19136 Code” shall mean the Lnternal Revenue Code of 1986, as amended, and the 
regulations promulgated thereunder. 

“Note” shall mean the first mortgage note issued by Big Rivers under the First 
Supplemental Indenture and the Financing Agreement, which Note is secured by the Big Rivers 
Indenture on a parity with all other notes secured by the Big Rivers Indenture. 

“Ofleriizg Statenzeizt” shall mean the Offering Statement, dated May 27, 2010, relating to 
the Bonds. 

“Opinioi~ of Boiid Coztrzsel” shall mean an opinion in writing signed by an attorney or 
film of attorneys experienced in the field of municipal bonds whose opinions are generally 
accepted by purchasers of municipal bonds and who is acceptable to the Bond Trustee. 

“Oiitstaizdirzg itrider this Indenture,” “Outstanding lzereui~der,” or “Outstanding” when 
used in reference to the Bonds shall mean, as at any particular date, the aggregate of all Bonds 
authenticated and delivered under this Indenture except: 

(a) Bonds cancelled at or prior to such date or delivered to or acquired by the Bond 
Trustee at or prior to such date for cancellation or, in the case of Book Entry 
Bonds, to the extent provided in Section 2.1 l(f) hereof, portions of Bonds deemed 
to have been cancelled; 

(b) Bonds (or, in the case of Book Entry Bonds, as provided in Section 2.1 l(f) hereof, 
portions thereof) for the payment of which cash shall have beeii theretofore 
deposited with the Bond Trustee in an amount equal to the principal amount 
thereof and interest thereon to maturity; 

(c) Bonds otherwise deemed to be paid in accordance with Article VI1 hereof; and 

(d) Bonds in lieu of or in exchange or substitution for which other Bonds shall have 
been authenticated and delivered pursuant to this Indenture, unless proof 
satisfactory to the Bond Trustee and Big Rivers is presented that such Bonds are 
held by a bona fide holder in due course. 

“Plmzf” shall mean the D.B. Wilson Plant Unit No. 1, a coal-fired steam electric 
generating plant located within the geographic boundaries of the County and wholly-owned by 
Big Rivers. 

“Principal Oflce” shall mean, (i) for the Bond Trustee and Registrar, the principal 
corporate trust office of the Bond Trustee, which office at the date of acceptance by the Bond 
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Truslee of the duties and obligations imposed on the Bond Trustee by this Indenture is located at 
225 Asylum Street, 23rd Floor, Hartford, Connecticut 06103, Attention: Philip G. Kane, Jr. (Big 
Rivers 2010 Indenture), and (ii) for a Co-Paying Agent, the office of such Co-Paying Agent 
designated in writing to the Bond Trustee. 

“Purchase Coiitract” shall mean that certain Purchase Contract providing for the 
purchase by Goldman, Sachs & Co., as underwriter, of the Bonds from the County. 

LcReceipts and Reveizues of the Courzty .from tlze Fiizancirig Agreement” shall mean all 
moneys paid to the County by Big Rivers pursuant to Section 5.1 of the Financing Agreement, 
and pursuant to the Note, and all receipts of the Bond Trustee credited under the provisions of 
this Indenture against such payments. 

“Record Date” shall mean the fifteenth (15th) day (whether or not a Business Day) next 
preceding an Interest Payment Date. 

“Registrar” shall mean the Bond Tnistee acting in its capacity as Registrar of the Bonds. 

“Securities Depository” shall mean, with respect to a Book Entry Bond, the person, firm, 
association or corporation specified to serve as the securities depository for such Book Entry 
Bond, or its nominee, and its successor or successors and any other person, firm, association or 
corporation which may at any time be substituted in its place pursuant to this Indenture. 

“Supplemental Financing Agreemerit” shall mean any agreement between the County and 
Big Rivers amending or supplementing the Financing Agreement in accordance with the terms of 
this Indenture. 

“Supplemental lrzdeiztiire” shall mean any Indenture of the County modifying, altering, 
amending, supplementing or confirming this Indenture. 

“Tax Cerlificate and Agreernerit” shall mean the Tax Certificate and Agreement by and 
between the County and Big Rivers. 

“2001 Borzds” shall mean the $83,300,000 aggregate principal amount of the County’s 
“Pollution Control Refunding Revenue Bonds, Series 2001A (Big Rivers Electric Corporation 
Project), Periodic Auction Reset Securities (PARS)”. 

“2001 Firiancirig And Loan Agreemerzt” shall mean that certain Financing And Loan 
Agreement dated as of August 1, 2001 between the County and Big Rivers relating to the 2001 
B orids . 

“2001 Iizderzture” shall mean the Trust Indenture dated as of August 1 ,  2001 between the 
County and U.S. Bank Trust National Association, as trustee, under which the 2001 Bonds were 
issued and secured. 

“2001 Trustee” shall mean U.S. Bank Tixist National Association, the current tiustee (as 
successor) under the 2001 Indenture. 
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ARTICLE II 

THE BONDS 

SECTION 2.01 L iin z2ed Ubhgafihzs Of Cozi/7zy; Pqym mt A 17d LYeczi/-2y. All 
Bonds issued under this Indenture and at any time Outstanding shall in all respects be equally 
and ratably secured hereby, without preference, priority os distinction on account of the date or 
dates or the actual time or times of the issuance or maturity of the Bonds, so that all Bonds at any 
time issued and Outstanding hereunder shall have the same right, lien and prefcrcnce under and 
by virtue of this Indenture. The Bonds shall not be payable from or charged upon any funds 
other than the revenues pledged to the payment thereof, nor shall the County be subject to any 
liability thereon. No holder or holders of any of the Bonds shall ever have the right to compel 
any exercise of the taxing power of the County to pay any such Bonds or the interest thereon, nor 
to enforce payment thereon against any property of the County. The Bonds sliall not constitute a 
charge, lien nor encumbrance, legal or equitable, upon any property of the County. Each Bond 
shall recite in substance that the Bond, including interest thereon, is payable solely from the 
revenue pledged to the payment thereof, as authorized in the Act, and that the Bond does not 
constitute a debt of the County within the meaning of any constitutional or statutory limitation. 

SECTION 2.02 Azifhu/-zkafio/7 And Terms Qfh’om5. The Bonds entitled to the 
benefit, protection and security of this Indenture are hereby authorized in the aggregate principal 
amount of $83,300,000 and shall be designated “Pollution Control Refunding Revenue Bonds, 
Series 2010A (Big Rivers Electric Corporation Project).” The Bonds shall be dated their date of 
issuance and shall mature (subject to provisions for prior redemption upon the terms and 
conditions hereinafter set forth) on the Maturity Date. The Bonds shall bear interest (computed 
on the basis of a 360-day year consisting of twelve 30-day months) from the date of delivery 
thereof, or from the most recent Interest Payment Date to which interest has becn paid, and shall 
be payable on January 15 and July 15 of each year, commencing January 15, 2011 until the 
Maturity Date or until the date fixed for redemption, and until payment of the principal or 
redemption price thereof shall have been made or provided for in accordance with the provisions 
of this Indenture, at the rate of 6.00% per annum. 

The Bonds shall be issued as fully registered bonds without coupons in the denotninatioii 
of $5,000 and integral multiples thereof and shall be numbered from 1 consecutively upwards 
prefixed by the letter “R”. 

For the payment of interest on the Bonds, the County shall cause to be deposited in the 
Bond Fund, at the Principal Office of the Bond Trustee on or prior to each Interest Payment 
Date, out o f  the Receipts and Revenues of the County from the Financing Agreement and other 
moneys pledged therefor, an amount sufficient to pay the interest to become due on such Interest 
Payment Date. Any amount in the Bond Fund available for the payment of interest on such 
Bonds shall be credited against any amount required to be caused to be so deposited in the Bond 
Fund. 

For the payment of the principal of the Bonds upon maturity, the County shall cause to be 
deposited in the Bond Fund, at the Principal Office of the Bond Trustee on or prior to the 
Maturity Date of the Bonds, out of the Receipts and Revenues of the County from the Financing 
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Agreemelit and other moneys pledged therefor, an amount sufficient to pay the principal of the 
Bonds on the Maturity Date. Any amount in the Bond Fund available for the payment of the 
principal of the Bonds shall be credited against any amount required to be caused to be so 
deposited in the Bond Fund. 

Subject to Section 2.11 hereof with respect to Book Entry Bonds, principal of and interest 
on the Bonds shall be payable at the Principal Office of the Bond Trustee or, at the option of the 
Owner, at the Principal Office of the Co-Paying Agent. Payment as aforesaid shall be made in 
such coin or cunency of the United States of America as, at the respective times of payment, 
shall be legal tender for the payment of public and private debts; provided, however, that, subject 
to Section 2.11 hereof, interest may be payable, at the option of the Bond Trustee, by check or 
draft drawn upon the Bond Trustee and mailed lo the registered address of the Owner as it shall 
appear on the registration books maintained by the Registrar as of the close of business on the 
Record Date for a particular Interest Payment Date, or, at the written request of any Owner of 
Bonds in a11 aggregate principal amount greater than or equal to $1,000,000 delivered to the 
Bond Trustee on or prior to such Record Date prior to such Interest Payment Date, by wire 
transfer per the instructions of such Owner as set forth 11 such request. 

Any Bond issued on or subsequent to the first Interest Payment Date thereon shall be 
dated as of the Interest Payment Date next preceding the date of authentication thereof, unless 
such date of authentication shall be an Interest Payment Date to which interest on such Bond has 
been paid in full or duly provided for, in which case it shall be dated as of such date of 
authentication; provided, however, that if, as shown by the records of the Bond Trustee, interest 
on such Bond shall be in default, the Bond issued in exchange for such Bond surrendered for 
transfer or exchange shall be dated as of the date to which interest has been paid in full on the 
Bond surrendered. 

SECTION 2.03 Application Of Proceeds Of The Bonds. The proceeds from the sale 
of the Bonds shall be transferred to the Escrow Deposit Trustee for deposit pursuant to the 
Escrow Deposit Agreement and used to pay the principal of the 2001 Bonds on the date fixed for 
their redemption. 

SECTION 2.04 Execution Of Bonds; Signatures. 

(a) The Bonds shall be executed on behalf of the County by the County 
JudgeExecutive of the County and shall have affixed, impressed or reproduced thereon the seal 
of the County, attested by the Fiscal Court Clerk. Each of such officers of the County may 
execute or cause to be executed the Bonds with a facsimile signature in lieu of his or her manual 
signature provided that the signature of such officer, certified by such officer under oath, is on 
file with the Auditor of the County. Except as provided in the preceding sentence, the signatures 
of the said officers of the County on Bonds shall be manual signatures. 

(b) In case any officer of the County whose signature or a facsimile of whose 
signature shall appear on the Bonds shall cease to be such officer before the authentication by the 
Bond Tmstee and delivery of such Bonds, such signature or such facsimile shall nevertheless be 
valid and sufficient for all purposes, the same as if he had remained in office until delivery; and 
any Bond may be signed 011 behalf of the County by such persons as, at the time of execution of 
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such Bond or coupon, shall be the proper officers of the County, even though at the date of such 
Bond or of the adoption of this Indenture any such person was not such officer. 

SECTION 2.05 Authentication of Bonds by Bond Trustee. Only such Bonds as shall 
have endorsed thereon a certificate of authentication substantially in the form hereinafter set 
forth manually executed by the Bond Trustee shall be entitled to any right or benefit under this 
Indenture. No Bond shall be valid or obligatory for any purpose unless and until such certificate 
of authentication shall have been duly executed by the Bond Trustee, and such executed 
certificate of the Bond Trustee upon any such Bond shall be conclusive evidence that such Bond 
has been authenticated and delivered under this Indenture. The Bond Ti-uqtee’s certificate of 
authentication on any Bond shall be deemed to have been executed by it, if signed with an 
authorized signature of the Bond Trustee, but it shall not be necessary that the same person sign 
the certificate of authentication on all of the Bonds issued hereunder. 

SECTION 2.06 Prerequisites to Authentication of Bonds. The County shall execute 
and deliver to the Bond Trustee and the Bond Trustee shall authenticate the Bonds and deliver 
the Bonds to the initial purchasers thereof as inay be directed hereinafter pursuant to this 
Section 2.06. Prior to the delivery by the Bond Trustee of any authenticated Bonds, there shall 
be or have been delivered to the Bond Trustee: I 

I 

(a) A duly certified copy of this Indenture. 

(b) A duly certified copy of the Financing Agreement. 

(c) The Note in an aggregate principal amount equal to the aggregate 
principal amount of the Bonds. 

(d) A duly certified copy of the Big Rivers Indenture. 

(e) Reserved. 

(f) A duly certified copy of the Escrow Deposit Agreement executed by the 
Escrow Deposit Tmstee, the County and Big Rivers. 

(g) A request and authorization to the Bond Tnistee on behalf of the County 
and signed by Big Rivers Representative to authenticate and deliver the Bonds to the purchaser 
or purchasers therein identified upon payment to the Bond Trustee, but for the account of h e  
County, of a s u n  specified in such request and authorization, in the aggregate principal amount 
determined by this Tidenture. 

(h) A copy of the notice from Big Rivers instructing the 2001 Trustee under 
the 2001 Indenture to redeem the 2001 Bonds and establishing the redemption date therefor. 

(i) A written statement on behalf of Big Rivers, executqd by a Big Rivers 
Representative, (i) approving the issuance and delivery of the Bonds and (ii),consentiiig to each 
and every provision of this Indenture. I 
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(j) A copy of the Opinion of Bond Counsel addressed to the County in the 
form set forth as Appendix G to the Offering Statement, together with a reliance letter addressed 
to the Bond Tivstee solely for the benefit of the Bond Trustee as if the Bond Trustee were one of 
the Owners of the Bonds. 

(k) A copy of the opinion of counsel to Rig Rivers addressed to the 
underwriter for the Bonds as described in the Purchase Contract. 

(1) A copy of the opinion of counsel to the County addressed to the 
underwriter for the Bonds as described in the Purchase Contract. 

SECTION 2.07 Bonds Mutilated, Lost, Stolen Or Destroyed. In the event any Bond is 
mutilated, lost, stolen or destroyed, the County may execute and the Bond Trustee may 
authenticate a new Bond of like date, maturity and denomination and bearing the same number 
(supplemented to permit specific identification of such new Bond) as that mutilated, lost, stolen 
or destroyed, provided that, in the case of any mutilated Bond, such mutilated Bond shall first be 
surrendered to the Bond Trustee, and in the case of any lost, stolen or destroyed Bond, there shall 
be first furnished to the Bond Trustee evidence of such loss, theft or destruction satisfactory to 
the Bond Trustee, together with indemnity satisfactory to the Bond Trustee and Big Rivers. 
Upon the issuance of any substitute Bond, the County and the Bond Trustee may require the 
payment of a sum sufficient to cover any tax or other governmental charge that may be imposed 
in relation thereto. In the event any such Bond shall have matured or is about to mature, or has 
been called for redemption, instead of issuing a substitute Bond the County may, with the 
consent of the Bondowner, pay the same without surrender thereof if there shall be first furnished 
to the Bond Trustee evidence of such loss, theft or destruction satisfactory to the Bond Trustee, 
together with indemnity satisfactory to the Bond Trustee and Rig Rivers. The Bond Tiustee may 
charge the Owner of such Bond with the Bond Tmstee’s reasonable fees and expenses in 
connection with any transaction described in this Section 2.07. Every substitute Bond issued 
pursuant to the provisions of this Section 2.07 by virtue of the fact that any Bond is lost, stolen or 
destroyed shall constitute an additional contractual obligation of the County, whether or not the 
lost, stolen or destroyed Bond shall be at any time enforceable, and shall be entitled to all the 
benefits of this Indenture equally and proportionately with any and all other Bonds duly issued 
hereunder. 

SECTION 2.08 Transfer) Registration And Exchange. All the Bonds issued under 
this Indenture shall be negotiable, subject to the provisions for registration and transfer contained 
in this Indenture and in the Bonds. The Bond Trustee shall be the Registrar for the Bonds. So 
long as any of the Bonds shall remain Outstanding, the Registrar shall, on behalf of the County, 
maintain and keep, at its Principal Office, books for the registration and transfer of Bonds; and, 
upon presentation thereof for such purpose at said Principal Office, the Registrar shall register or 
cause to be registered therein, and permit to be transferred thereon, under such reasonable 
regulations as the Registrar may prescribe, any Bond entitled to registration or transfer. So long 
as any of the Bonds remain Outstanding, the Registrar shall make all necessary provisions to 
permit the exchange of Bonds at its Principal Office, 

Each Bond shall be transferable only upon the books of the Registrar, which shall be kept 
for that purpose at the Principal Office of the Registrar, at the written request of the Owner 
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thereof or its attorney duly authorized in writing, upon surrender thereof at said office, together 
with a written instrument of transfer satisfactory to the Registrar duly executed by the Owner or 
its duly authorized attorney. Upon the transfer of any Bond or Bonds, the County shall issue in 
the name of the transferee, in authorized denominations, a new Bond or Bonds of the same 
series, aggregate principal amount, maturity and interest rate as the surrendered Bond or Bonds. 

The County, the Bond Trustee and any Co-Paying Agent may deem and treat the Owner 
of any Bond as the absolute owner of such Bond, whether such Bond shall be overdue or not, for 
the purpose of receiving payment of, or on account of, the principal of and interest on such Bond 
and for all other purposes, and all such paymcnts so made to any such Owner or upon its order 
shall be valid and effectual to satisfy and discharge the liability upon such Bond to the extent of 
the sum or sums so paid, and none of the County, the Bond Trustee or any Co-Paying Agent 
shall be affected by any notice to the contrary. 

In all cases in which the privilege of exchanging Bonds or transferring Bonds is 
exercised, the County shall execute and the Bond Trustee shall authenticate and deliver Bonds in 
accordance with the provisions of this Indenture. All Bonds sunendered in any such exchanges 
or transfers shall forthwith be caicelled and destroyed by the Bond Trustee. Counterparts of the 
ceitificates of destruction evidencing such destruction shall be furnished by the Bond Trustee to 
the County and Big Rivers. For every such exchange or transfer of Bonds, whether temporary 
definitive, the County, the Registrar or the Bond Trustee may make a charge sufficient to 
reimburse it for any tax or other governmental charge required to be paid with respect to such 
exchange or transfer, which sum or sums shall be paid by the person requesting such exchange or 
transfer as a condition precedent to the exercise of the privilege of making such exchange or 
transfer. The Registrar shall not be obliged to make any such exchange or transfer of Bonds 
during the fifteen (15) days next preceding an Interest Payment Date on the Bonds or, in the case 
of any proposed redemption of Bonds, next preceding the date of the mailing of notice of such 
redemption. The Registrar shall not be required to make any transfer or exchange of any Bonds 
called for redemption. 

SECTION 2.09 Tenzporaiy Bonds. Pending the preparation of definitive Bonds, the 
County may execute and the Bond Trustee shall authenticate and deliver temporary Bonds 
(printed, lithographed or typewritten). Temporary Bonds shall be issuable as registered Bonds 
without coupons, of any authorized denomination, and substantially in the form of the definitive 
Bonds but with such omissions, insertions and variations as may be appropriate for temporary 
Bonds, all as may be determined by the County. Temporary Bonds may be issued without 
specific redemption prices and may contain such reference to any provisions of this Indenture as 
may be appropriate. Every temporary Bond shall be executed by the County and be 
authenticated by the Bond Tiustee upon the same conditions and in substantially the same 
manner, and with like effect, as the definitive Bonds. As promptly as practicable the County 
shall execute and shall furnish definitive fully registered Bonds and thereupon temporary Bonds 
may be surrendered in exchange therefor without charge at the Principal Office of the Bond 
Trustee, and the Bond Trustee shall authenticate and deliver in exchange for such temporary 
Bonds a like aggregate principal amount of definitive Bonds of authorized denoininations and of 
the same series. IJntil so exchanged the temporary Bonds shall be entitled to the same benefits 
under this Indenture as definitive Bonds. 
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SECTION 2.1 0 Bonds Or Other Obligations Under Other Indentures. The County 
expressly ieserves the right to issue, to the extent permitted by law, additional or refunding 
bonds or other obligations under another indenture to provide for additional costs of construction 
or for additional facilities or to refund any of the Outstanding Bonds, or any conibination thereof. 

SECTION 2.11 Book Entry Bonds. 

(a) Anything in this Indenture to the contrary notwithstanding, the Bonds 
shall be issued as Book Entry Bonds. 

(b) For all purposes of this Indenture, the Owner of a Book Entry Bond shall 
be the Securities Depository therefor and none of the County, the Bond Trustee, the Registrar or 
any Co-Paying Agent shall have any responsibility or obligation to the beneficial owner of such 
Bond or to any direct or indirect participant in such Securities Depository. Without limiting the 
generality of the foregoing, none of the County, the Bond Trustee, the Registrar or any Co- 
Paying Agent shall have any responsibility or obligation to any such participant or to the 
beneficial owner of a Book Entry Bond with respect to (i) the accuracy of the records of the 
Securities Depository or any participant with respect to any beneficial ownership interest in such 
Bond, (ii) the delivery to any participant of the Securities Depository, the beneficial owner of 
such Bond or any other person, other than the Securities Depository, of my notice with respect to 
such Bond, including any notice of the redemption thereof, or (iii) the payment to any participant 
of the Securities Depository, the beneficial owner of such Bond or any other person, other than 
the Securities Depository, of any amount with respect to the principal or redemption price of, or 
interest on, such Bond. The County, the Registrar, the Bond Trustee and any Co-Paying Agent 
may treat the Securities Depository as the absolute owner of a Book Entry Bond for all purposes 
whatsoever, including, but not limited to, (w) payment of the principal or redemption price of, 
and interest on, such Bond, (x) giving notices of redemption and of other matters with respect to 
such Bond, (y) registering transfers with respect to such Bond and (2) giving to the County or the 
Bond Trustee any notice, consent, request or demand pursuant to this Indenture for any purpose 
whatsoever. The Bond Trustee and any Paying Agent shall pay the principal or redemption price 
of, and interest on, a Book Entry Bond only to or upon the order of the Securities Depository 
therefor, and all such payments shall be valid and effective to satisfy fully and discharge the 
County’s obligations with respect to such principal or redemption price, and interest, to the 
extent of tlie slim or sums so paid. Except as otherwise provided in subsection (d) of this 
Sectioii 2.11, no person other than the Securities Depository shall receive a Bond or other 
instrument evidencing the County’s obligation to make payments of the principal thereof and 
interest thereon. 

(c) Subject to Section2.12 hereof, the County, in its sole discretion and 
without the consent of any other person, may, by notice to the Bond Trustee and a Securities 
Depository, terminate the services of such Securities Depository with respect to the Book Entry 
Bonds for which such Securities Depository serves as securities depository if the County 
determines that (i) the Securities Depository is unable to discharge its responsibilities with 
respect to such Bonds or (ii) a continuation of the requirement that all of the Bonds issued as 
Book Entry Bonds be registered in the registration books of the County in the name of the 
Securities Depository is not in the best interests of the beneficial owners of such Bonds or of the 
County. 
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(d) Upon the termination of the services of a Securities Depository with 
respect to a Book Entry Bond pursuant to clause (ii) of subsection (c) of this Section 2.11, such 
Bond no longer shall be restricted to being registered in the registration books kept by the 
Registrar in the name of a Securities Depository. Upon the termination of the services of a 
Securities Depository with respect to a Book Entry Bond pursuant to clause (i) of subsection (c) 
of this Section2.11, the County may within 90 days thereafter appoint a substitute securities 
depository which, hi the opinion of the County, is willing and able to undertake the functions of 
Securities Depository under this Indenture upon reasonable and customary terms. If no such 
successor can be found within such period, such Book Entry Bond shall no longer be restricted to 
being registered in the registration books kept by the Registrar in the name of a Securities 
Depository. In the event that a Book Entry Bond shall no longer be restricted to being registered 
in the registration books kept by the Registrar in the name of a Securities Depository, (i) the 
County shall execute and the Bond Trustee shall authenticate and deliver, upon presentation and 
surrender of the Book Entry Bond, Bond certificates as reqirested by the Securities Depository so 
terminated of like series, principal amount, maturity and interest rate, in authorized 
denominations, to the identifiable beneficial owners in replacement of such beneficial owners’ 
beneficial ownership interests in such Rook Entry Bond and (ii) the Bond Trustee shall notify the 
Registrar and any Co-Paying Agents that such Bond is no longer restricted to being registered in 
the registration books kept by the Registrar in the name of a Securities Depository. 

(e) Anything in this Indenture to the contrary notwithstanding, payment of the 
redemption price of a Book Entry Bond, or portion thereof, called for redemption prior to 
maturity may be paid to the Securities Depository by check or draft mailed to the Securities 
Depository or by wire transfer. Anything in this Indenture to the contrary notwithstanding, such 
redemption price may be paid without presentation and surrender to the Bond Trustee of the 
Book Entry Bond, or portion thereof, called for redemption; provided, however, that payment of 
(i) the principal payable at maturity of a Book Entry Bond and (ii) the redemption price of a 
Book Entry Bond as to which the entire principal amount thereof has been called for redemption 
shall be payable only upon presentation and surrender of such Book Entry Bond to the Bond 
Trustee; and provided, fitrther, that no such redemption price shall be so payable without 
presentation and surrender unless such Book Entry Bond shall contain or have endorsed thereon 
a legend substantially to the following effect (provided that such legend may be modified as may 
be determined necessary or desirable by the County or a particular Securities Depository): 

“AS PROVIDED IN THE INDENTURE REFERRED TO 
HEREIN, IJNTIL THE: TERMINATION OF THE SYSTEM OF 

SECURITIES DEPOSITORY] (TOGETHER WITH ANY 
SUCCESSOR SECURITIES DEPOSITORY APPOINTED 
PURSUANT TO THE INDENTURE, “THE SECURITIES 
DEPOSITORY”), AND NOTWITHSTANDING ANY O T E R  
PROVISION OF THE INDENTURE TO THE CONTRARY, (A) 
THIS BOND MAY BE TRANSERRED, LN WHOLE BTJT NOT 
IN PART, ONLY TO A NOMINEE OF THE SECURITIES 
DEPOSITORY, OR BY A NOMINEE OF THJ3 SECURITIES 
DEPOSITORY TO THE SECURITIES DEPOSITORY OR A 
NOMINEE OF THE SECURITIES DEPOSITORY TO ANY 

BOOK-ENTRY-ONLY TRANSWRS THROTJGH [NAME OF 
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SUCCESSOR SECURITIES DEPOSITORY OR ANY 
NOMINEE THEREOF AND (B) A PORTION OF THE 
PRINCIPAL AMOUNT OF THIS BOND MAY BE PAID OR 
REDEEMEI) WITHOUT SURRENDER HEREOF TO THE 
TRUSTEE. THE SECURITIES DEPOSITORY OR A NOMINEE, 
TRANSFEREE OR ASSIGNEE OF THE SECURITIES 
DEPOSITORY OF THIS BOND MAY NOT RELY tJPON THE 
PRINCIPAL AMOUNT INDICATED HEREON AS THE 
PRINCIPAL, AMOTJNT HEREOF OTJTSTANDING AND 
TJNPATD. THE PRINCIPAL AMOUNT HEREOF 
OUTSTANDING AND LJNF’AID SHALL FOR ALL PURPOSES 
BE THE AMOUNT DETERMINED IN THE MANNER 
PROVIDED IN THE INDENTTJRE.” 

Anything in this Indenture to the contrary notwithstanding, upon any such payment to the 
Securities Dcpository without presentation and surrender, for all purposes of (i) the Book Entry 
Bond as lo which such payment has been made and (ii) this Indenture, the unpaid principal 
amount of such Book Entry Bond Outstanding shall be reduced automatically by the principal 
amount so paid. In such event, the Bond Tnxstee shall notify forthwith the Registrar as to the 
particular Book Entry Bond as to which such payment has been made, and the principal amount 
of such Bond so paid, the Registrar shall note such payment on the registration books maintained 
by it, but failure to make any such notation shall not affect the automatic reduction of the 
principal amount of such Book Entry Bond Outstanding as provided in this subsection (e). 

(f) For all purposes of this Indenture authorizing or permitting the purchase of 
Bonds, or portions thereof, by, or for the account of, the County for cancellation, and anything in 
this Indenture to the contrary notwithstanding, a portion of a Book Entry Bond may be deemed 
to have been purchased and cancelled without surrender thereof upon delivery to the Registrar of 
a certificate executed by the County and a participant of the Securities Depository therefor to the 
effect that a beneficial ownership interest in such Bond, in the principal amount stated therein, 
has been purchased by, or for the account of, the County through the participant of the Securities 
Depository executing such certificate; provided, Izowever, that any purchase for cancellation of 
the entire principal amount of a Book Entry Bond shall be effective for purposes of this 
Indenture only upon surrender of such Book Entry Bond to the Bond Tnistee; and provided, 
‘further, that no portion of a Book Entry Bond may be deemed to have been so purchased and 
cancelled without surrender thereof unless such Book Entry Bond shall contain or have endorsed 
thereon the legend(s) referred to in subsection (e) of this Section 2.11. Anything in this Indenture 
to the contrary notwithstanding, upon delivery of any such certificate to the Registrar, for all 
purposes of (i) the Book Entry Bond to which such certificate relates and (ii) this Indenture, the 
unpaid principal amount of such Book Entry Bond Outstanding shall be reduced automatically 
by the principal amount so purchased. In such event, the Registrar shall notify forthwith the 
Bond Trustee as to the particular Book Entry Bond as to which a beneficial ownership interest 
therein has been so purchased, and the principal amount of such Bond so purchased, and the 
Registrar shall note such reduction in principal amount of such Book Entry Bond Outstanding on 
the registration books maintained by it, but failure to make any such notation shall not affect the 
automatic reduction of the principal amount of such Book Entry Bond Outstanding as provided 
in this subsection (E). 
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(g) Anything in this Indenture to the contrary notwithstanding, a Securities 
Depository may make a notation on a Book Entiy Bond (i) redceiiied in part or (ii) purchased by, 
or for the account of, the County in part for cancellation, to reflect, for informational purposes 
only, the date of such redemption or purchase and the principal amount thereof redeemed or 
deemed cancelled, but failure to make any such notation shall not affect the automatic reduction 
of the principal amount of such Book Entry Bond Outstanding as provided in subsection (e) or 
(f) of this Section 2.11 as the case may be. 

(h) Anything in this Indenture to the contrary notwithstanding, in the case of a 
Book Entry Bond, the County shall be authorized to redeem or purchase (by or for the account of 
the County), or issue additional or refunding bonds or other obligations to refund, all or less than 
all of the entire Outstanding principal amount thereof (in portions thereof of $5,000 or integral 
multiples thereof), and in the event of such partial defeasance, redemption, purchase or 
refunding, the provisions of this Indenture relating to the defeasance, redemption or purchase 
refunding of a Bond or Bonds shall be deemed to refer to the redemption, purchase or refunding 
of a portion of a Bond. 

SECTION 2.12 The Depository Trust Coinpany As Initial Securities Depository For 
The Bonds. 

(a) The Depository Tmst Company, New York, New York (‘‘DTC’’), is 
hereby appointed as the initial Securities Depository for the Bonds. 

(b) The Bonds shall be initially issued in the form of a single fully registered 
bond in the aggregate principal amount thereof. So long as DTC serves as Securities Depository 
for the Bonds, the registered holder of all Bonds shall be, and each of the Bonds shall be 
registered in the name of, Cede & Co. (“Cede”), as nominee of DTC. Upon delivery by DTC to 
the Bond Trustee of writtcn notice to the effect that DTC has determined to substitute a new 
nominee in place of Cede, and subject to the transfer provisions of this Indenture, the word 
“Cede” in this Indenture shall refer to such new nominee of DTC. So long as any Bonds are 
registered in the name of Cede, as nominee of DTC in its capacity as Securities Depository for 
the Bonds, all payments with respect to the principal or redemption price of, and interest on, such 
Bonds and all notices with respect to such Bonds shall be made or given, as the case may be, to 
DTC as provided in the representation letter of the County and the Bond Trustee, dated the date 
of the issuance of such Bonds and addressed to DTC, with respect to such Bonds, as such 
representation letter may be amended and supplemented from time to time. 

(c) (i) DTC may determine to discontinue providing its services as Securities 
Depository for the Bonds at any time by giving reasonable notice thereof to the County or the 
Bond Trustee, which notice shall include a certification that DTC has discharged its 
responsibilities with respect to the Bonds under applicable law. Upon the discontinuance of the 
services of DTC as Securities Depository for the Bonds pursuant to the immediately preceding 
sentence of this paragraph, the County may within 90 days thereafter appoint a substitute 
securities depository which, in the opinion of the County, is willing and able to undertake the 
functions of Securities Depository under this Indenture upon reasonable and customary terms. If 
no such successor can be found within such period, the Bonds shall no longer be restricted to I 
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being registered in the registration on books kept by the Registrar in the name of a Securities 
Depository. 

(ii) If the Bonds no longer shall be restricted to being registered in the registration 
books kept by the Rcgistrar in the name of a Securities Dcpository as provided in paragraph (i) 
of this subsection (c), (A) the County shall execute and the Bond Trustee shall authenticate and 
deliver, upon presentation and surrender of the Bonds, the applicable Bond certificates as 
requested by the Securities Depository therefor of like series, aggregate principal amount, 
maturity and interest rate, in authorized denominations, to the identifiable beneficial owners in 
replacement of such beneficial owners’ beneficial ownership interests in such Bonds, if 
applicable and (B) the Bond Trustee shall notify the Registrar and any Paying Agent that the 
Bonds are no longer restricted to being registered on the books kept by the Registrar in the name 
of a Securities Depository. 

ARTICLE 111 

REDEMPTION 

SECTION 3.01 Optional Redemption. The Bonds are subject to redemption in whole 
or in part (and if less than all of the Bonds are to be redeemed, by lot or in such niarmer as shall 
be determined by the Bond Trustee) prior to maturity at any time on or after July 15, 2020 by the 
County, upon the exercise by Big Rivers of its option to prepay all or a part of the unpaid balance 
of the Note, at a redemption price of 100 percent of the principal amount thereof, together with 
interest accrued thereon to the date fixed for redemption. 

SECTION 3.02 Selection of Bonds To Be Redeemed. If less than all o f  the Bonds 
shall be called for redemption pursuant to Section 3.01 hereof, the applicable Bonds or portions 
of registered Bonds of such maturity to be redeemed shall be selected by the Bond Trustee by lot 
or in such manner as the Bond Trustee in its discretion may deem proper; provided, however, 
that the portion of any such Bonds to be redeemed shall be in the principal amount of $5,000 or 
any integral multiple thereof and that, in selecting the applicable Bonds for redemption, the Bond 
Trustee shall treat each such Bond as representing that number of Bonds which is obtained by 
dividing the principal amaunt of such Bond by $5,000. Subject to Section 2.11 hereof, if it is 
determined that one or more, but not all of the $5,000 units of principal amount represented by 
any such Bonds is to be called for redemption, then upon notice of intention to redeem such 
$5,000 unit or units, the Owner of any such Bonds shall forthwith surrender such Bond or Bonds 
to the Bond Trustee for ( I )  payment of the redemption price (including the interest to the date 
fixed for redemption) of the $5,000 unit or units of principal amount called for redemption and 
(2) exchange for a new Bond or Bonds, of the aggregate principal amount of the unredeemed 
balance of the principal amonnt of such Bonds and of like maturity and interest rate, and such 
new Bond or Bonds shall be numbered corresponding to the numbers of the $5,000 units of 
principal amount not called for redemption. New Bonds representing the unredeemed balance of 
the principal amount of such Bonds shall be issued to the registered Owner theieof, without 
charge therefor. Subject to Section 2.11 hereof, if the Owner of any such a denomination greater 
than $5,000 shall fail to present such Bonds to the Bond Trustee for payment and exchange as 
aforesaid, such Bonds shall, nevertheless, become due and payable on the date fixed for 
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redemption to the extent of the $5,000 unit or units of principal amount called for redemption 
(and to that extent only). 

SECTION 3.03 Procedure for  Rodeniption. 

(a) Any Bonds may be called for redemption pursuant to Section 3.01 hereof 
only upon the written notice of Big Rivers, and from amounts representing prepayment of the 
Note in accordance with the terms of the Note and the Financing Agreement. Sucli notice shall 
be given by Big Rivers to the County and the Bond Trustee at any time during the period 
beginning with (and including) the 45th day prior to the date of redemption and ending with (and 
including) the 30th day prior to the date of redemption. Such notice shall specify that Big Rivers 
is electing to prepay the Note and have the amount of such prepayment applied to the redemption 
of the principal amount of the Bonds specified in the notice (together with any required 
premium) on the date for their redemption specified in such notice (which must be a date 
permitted by Section 3.01 hereof). If, at the time Big Rivers gives this notice, the Bond Trustee 
does not have 011 deposit sufficient available funds to pay the principal of, premium, if any, and 
interest accrued and to accrue through the redemption date on the Bonds so called for 
redemption, then Big Rivers’ notice of redemption is conditional and revocable; that is, Big 
Rivers is under no obligation to provide, or cause to be provided, to the Bond Trustee fimds to 
effect such redemption and, if it does not elect to do so by 12:OO noon, New York City time, on 
the redemption date, then the Bonds called for redemption shall not be redeemed pursuant to the 
above-mentioned notice of redemption or the notice of redemption given by the Bond Tivstee 
pursuant to subsection (b) of this Section 3.03. Neither Big Rivers nor the County shall be liable 
to any Bondowner if Big Rivers does not provide, or cause to be provided, funds sufficient to 
effect redemption of any such Bonds with the result that such Bonds are not redeemed on the 
redemption date specified in such notices. If, at the time Big Rivers gives this notice, the Bond 
Trustee has on deposit sufficient funds to effect such redemption, then Big Rivers’ notice is 
unconditional and irrevocable and the Bonds specified in the notice of Big Rivers and given by 
the Bond Trustee pursuant to subsection (b) of this Section 3.03 shall become due and payable at 
the specified redemption price on the specified redemption date. 

(b) In the event any Bonds are called for redemption, the Bond Trustee shall 
give notice to the Bondowners of those Bonds subject to redemption, in the name of the County, 
of the redemption of such Bonds, which notice shall specify the Bonds to be redeemed, the 
redemption date and the place or places where amounts due upon such redemption will be 
payable, which shall be the Principal Office of the Bond Tiustee as Paying Agent for the Bonds, 
and the Principal Office of any Co-Paying Agent for such Bonds, and, if less than all of the 
Bonds are to be redeemed, the numbers of such Bonds to be redeemed. Such notice shall be 
given by mailing a copy of the redemption notice by first-class, postage prepaid, mail at least 
thirty (30) days prior to the date fixed for redemption to the Bondowners of the Bonds to be 
redeemed at the addresses shown on the registration books maintained by the Bond Trustee, as 
Registrar; provided, however, that failure duly to give such notice by mailing, or any defect 
therein, shall not affect the validity of any proceedings for the redemption of such Bonds. If Big 
Rivers’ notice of redemption for such Bonds given pursuant to subsection (a) of this Section 3.03 
is conditional and revocable, then the notice of redemption given by the Bond Trustee pursuant 
to this subsection (b) shall so state and shall further state (i) that the redemption of such Bonds is 
conditional upon Big Rivers providing, or causing to be provided, to the Bond Tmstee, by 12:OO 
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noon, New York City time, on the redemption date, funds sufficient to effect such redemption, 
(ii) that if such funds are not so provided, such Bonds will not be redeemed on such date and the 
Bond Trustee’s notice of the redemption of such Bonds given pursuant to this subsection (b) will 
be of no force or effect, (iii) that Big Rivers is under no obligation to provide, or cause to be 
provided, such funds and, (iv) that neither Big Rivers nor the County shall be liable to any 
Bondowner if Rig Rivers does not provide, or cause to be provided, funds sufficient to effect 
such redemption with the result that such Bonds are not redeemed on the redemption date 
specified in such notice. If the Big Rivers notice is unconditional and irrevocable, then the Bond 
Trustee’s notice shall so state, and shall also state (i) that the Bond Trustee has on deposit 
sufficient funds to effect such redemption and (ii) that such Bonds shall become due and payable 
at the specified redemption price (plus accrued interest) on the redemption date specified in the 
notice. If such moneys shall not have been so received, the Bond Trustee shall give notice, in the 
manner in which the notice of redemption was given, that such moneys were not so received. 
Subject to Section 2.11 hereof, on presentation and surrender of such Bonds so called for 
redemption at the place or places of payment. such Bonds shall be paid and redeemed. 

(c) Any Bonds so called for redemption which are deemed to be not 
Outstanding under the provisions of Section 7.01 hereof, will cease to bear interest on the 
specified redemption date and shall no longer be protected under this Indenture. 

(d) On or prior to the date the Bond Trustee first gives to the Bondowners any 
notice of redemption of Bonds, the Bond Trustee shall provide the County and Big Rivers a copy 
of such notice. 

SECTION 3.04 Cancellation and Destruction Of Bonds. All Bonds which have been 
redeemed or delivered to or acquired by the Bond Trustee for cancellation shall be cancelled and 
destroyed by the Bond Tiustee and shall not be reissued. Counterparts of the certificates of 
destruction evidencing such destruction shall be furnished by the Bond Trustee to Big Rivers. 

SECTION 3.05 Partial Redeinption after Default; Miniinurn Sum. No redemption of 
less than all of the Bonds at the time Outstanding shall be made pursuant hereto unless the total 
amount of funds available and to be used for such partial redemption is equal to or more than 
$50,000. Anything in this Indenture to the contrary notwithstanding, if there shall have occurred 
and be continuing an Event of Default defined in clause (a) or (b) of Section 8.01 hereof, there 
shall be no redemption of less than all of the Bonds at the time Outstanding, except in the case of 
any Bonds notice of the redemption of which has been given pursuant to Section 3.02 hereof and 
moneys or obligations for the payment of which have been deposited with or paid to the Bond 
Trustee prior to the occurrence of such Event of Default. 

SECTION 3.06 Payment to Bond Trustee upon Redentptioit . For the redemption of 
any Bonds, the County shall cause to be deposited in the Bond Fund, before 12:00 noon, New 
York City time, at the Priiicipal Office of the Bond Trustee on the redemption date, but only out 
of the Receipts and Revenues of the County from the Financing Agreement (and subject to the 
right of Big Rivers to elect not to provide funds sufficient for such redemption as provided in 
Section 3.02 hereof), an amount sufficient to pay the principal of, premium, if any, and interest 
to become due on such redemption date. Any amount in the Bond Fund available to pay such 
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redemption price shall be credited against any amount required to be caused to be so deposited in 
the Bond Fund. 

ARTICLE IV 

SECTION 4.01 Creation Of Bond Fund. There is hereby created and established with 
the Bond Trustee a trust fund in the name of the County to be designated “County of Ohio, 
Kentucky, Pollution Control Refunding Revenue Bonds, Bond Fund (Big Rivers Electric 
Corporation Project),” which shall be used by the Bond Trustee to pay the principal of the Bonds 
when due at maturity and interest on the Bonds when due. 

SECTION4.02 Receipts And Revenues To Be Reniitted To Bond Trustee. The 
Receipts and Revenues of the County from the Financing Agreement are to be remitted directly 
to the Bond Trustee for the account of the County and deposited in the Bond Fund as provided in 
this Indenture. Said payments shall be sufficient in amount to pay the principal of the Bonds 
when due at maturity and interest on the Bonds when due. The entire amount of Receipts and 
Revenues of the County from the Financing Agreement are pledged to the payment of the 
principal of the Bonds when due at maturity and interest on the Bonds when due. The County 
hereby covenants and agrees that it will not create any lien upon the Receipts and Revenues of 
the County from the Financing Agreement other than the lien hereby created. 

SECTION 4.03 ~e~#~z~rjNfoRu/zdFil/z~ There shall be paid into the Bond Fund: 

(a) all payments by Big Rivers on the Note; and 

(b) all other moneys received by the Bond Trustee under and pursuant to any 
of the provisions of the Financing Agreement when accompanied by written directions by Big 
Rivers that such moneys are to be paid into the Bond Fund. The County hereby covenants and 
agrees that so long as any o f  the Bonds issued hereunder are Outstanding, it will deposit, or 
cause to be deposited, in the Bond Fund sufficient sums from the Receipts and Revenues of the 
County from the Financing Agreement promptly to meet and pay the principal of the Bonds 
when due at maturity and interest on the Bonds when due. 

SECTION 4.04 Use Of Moneys In Bond Fund. 

(a) Except as provided in this Section 4.04, moneys in the Bond Fund shall be 
used solely for the payment of the principal of the Bonds when due at maturity and interest on 
the Bonds when due. Notwithstanding anything to the contrary contained herein, if moneys have 
been depositcd into the Bond Fund sufficient to pay the principal of, premium, if any, and 
interest due on the Bonds to the date such Bonds had been called for redemption in accordance 
with the terms of this Indenture, and are at the time available for such purpose, then such moneys 
shall be applied to the redemption of such Bonds. 

(b) Any amounts remaining in the Bond Fund after payment in full of the 
principal of and interest on all Bonds (or provision for payment thereof as provided in this 
Indenture), the fees, charges and expenses of the Bond Trustee and the Co-Paying Agent, and the 
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fees and expenses of the Registrar, and all other amounts required to be paid hereunder, shall be 
paid to Big Rivers. 

SECTION 4.05 CLLJZJL?~ A/zdAppfic0;7/z OfRo/zd fluzd The Bond Fund shall be 
in the custody of the Bond Tiustee but in the name of the County and the County hereby 
authorizes and directs the Bond Trustee to withdraw sufficient funds from the Bond Fund to pay 
the principal of the Bonds when due at maturity, the interest on the Bonds when due and any 
other amounts payable from the Bond Fund as the same shall become due and payable. 

SECTION 4.06 Bonds Not Presented When Due. 

(a) Subject to Sectioii2.11 hereof, in the event any Bonds shall not be 
presented for payment when the principal thereof and premium, if any, becomes due, either at 
maturity or at the date fixed for redemption thereof or otherwise, if moneys sufficient to pay such 
Bonds are on deposit in the Bond Fund for the benefit of the Owners thereof, all liability of the 
County to the Owners thereof for the payment of such Bonds shall forthwith cease, terminate and 
be completely discharged, and it shall be the duty of the Bond Trustee to segregate and to hold 
such moneys in tilist, without liability for interest thereon, for the benefit of Owners of such 
Bonds, who shall thereafter be restricted exclusively to such fund or funds for the satisfaction of 
any claim of whatever nature on their part under this Indenture or relating to such Bonds. Such 
segregated funds shall not be subject to investment. 

(b) Any money deposited with the Bond Trustee or any Co-Paying Agent in 
trust for the payment of the principal of or interest on any Bond and remaining unclaimed for 
two years and eleven months after such principal or interest has become due and payable shall, 
upon Rig Rivers’ request to the Bond Trustee, be paid to Big Rivcrs; provided, however, that 
before the Bond Tnistee or such Co-Paying Agent shall be required to malce any such repayment, 
the Bond Trustee may at the written request and expense of Big Rivers cause to be mailed by 
first class mail, postage prepaid, to each of the Bondowners at the addresses thereof as listed on 
the registration books kept by the Registrar, a notice that such money remains unclaimed and 
that, after a date specified therein, which shall not be less than thirty (30) days from the date of 
such mailing, any unclaimed balance of such money then remaining will be repaid to Big Rivers. 
After the payment of such unclaimed moneys to Big Rivers, the Owner of such Bond shall 
thereafter look only to Big Rivers for the payment thereof, and all liability of the Bond Trustee or 
such Co-Paying Agent with respect to such money shall thereupon cease. 

ARTICLE V 

INVESTMENTS 

SECTION 5.01 Investinent Of Moneys Held In Bond Fund. The moneys in the Bond 
Fund shall be invested and reinvested by the Bond Trustee in such Investment Securities as Big 
Rivers shall direct in writing by a Big Rivers Representative; provided, however, that such 
moneys shall not be invested in such manner as will violate the provisions of Section6.09 
hereof. All income or other gain from such investments shall be carried to the credit of the Bond 
Fund, and any loss resulting from such investments shall be charged to the Bond Fund. 
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As and when any amounts thus invcsted may be needcd for disbursements from the Bond 
Fund, the Bond Trustee shall cause a sufficient amount of Investments Securities to be sold or 
otherwise converted into cash to the credit of the Bond Fund. So long as no Event of Default (as 
defined in Section 8.01 hereof) shall have occurred and be continuing, Big Rivers shall have the 
right to designate the investments to be sold and to otherwise direct the Bond Trustee in writing 
with respect to the sale or conversion to cash of the investments made with the moneys in the 
Bond Fund. 

Moneys credited to any account or fund maintained hereunder which are uninvested 
pending disbursement or receipt of proper investment directions or as directed herein, may be 
deposited to and held in a non-interest bearing demand deposit account established with the 
commercial banking department of the Bond Trustee or with any bank affiliated with the Bond 
Trustee, without the pledge of securities to or other collateralization of such deposit accounts. 
The Bond Trustee may invest in Investment Securities through its own trust department and such 
moneys may be deposited in time deposits, or certificates of deposit issued by the Bond Trustee 
or its affiliates. 

ARTICLE VI 

GENERAL COVENANTS 

SECTION 6.01 No General Obligation, Pecuniary Liability, Or Charge Against 
General Credit Or Taxing Powers Of County. Each and evcry covenant herein made, including 
all covenants made in the various sections of this Article VI, is predicated upon the condition 
that any obligation for the payment of money incurred by the County shall not be the general 
obligation of the County and shall never constitute nor give rise to a pecuniary liability of the 
County or a charge against its general credit or taxing powers, but shall be payable solely from 
the Receipts and Revenues of the County from the Financing Agreement, which are required to 
be set apart and transferred to the Bond Fund, and which, along with the balance of the Trust 
Estate, are hereby specifically pledged to the payment thereof in the manner and to the extent in 
this Indenture specified, and nothing in the Bonds or in this Indenture shall be considered as 
pledging any other funds or assets of the County. 

The Bonds shall not constitute an indebtedness of the County within the meaning of the 
Constitution of Kentucky, but shall be payable as to principal and interest solely from the 
revenues derived from the payments made by Big Rivers under the Note and from the other 
Receipts and Revenues of the County from the Financing Agreement. 

The County will promptly cause to be paid solely from the sources stated herein the 
principal of and interest on every Bond issued under this Indenture at the place, on the dates and 
in the manner provided herein and in said Bond, according to the true intent and meaning 
thereof. 

SECTION 6.02 Couizty Will Perform Obligations; Due Authorization And 
Enforceability Thereof. The County will faithfully perform at all times any and all covenants, 
undertakings, stipulations and provisions contained in this Indenture, in any and every Bond 
executed, authenticated and delivered hereunder, and in all proceedings pertaining thereto. The 
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County covenants that it is duly authorized under the Constitution and laws of the 
Commonwealth of Kentucky to issue the Bonds authorized hereby, to enter into the Financing 
Agreement, and to pledge to the Bond Trustee the Receipts and Revenues of the County from the 
Financing Agreement and to pledge and assign to the Bond Trustee all the County’s right, title 
and interest under the Financing Agreement, and that the Bonds in the hands of the Owners 
thereof are and will be valid and enforceable obligations of the County according to the import 
thereof. 

SECTION 6.03 Corporate Existence Of County; Compliance With Lnws. The 
County will at all times maintain its corporate existence or assure the assumption of its 
obligations under this Indenture by any public body succeeding to its powers under the Act, and 
it will use its best efforts to maintain, preserve and renew all the rights and powers provided to it 
by the Act; and it will comply with all valid acts, rules, regulations, orders and directions of any 
legislative, executive, administrative or judicial body applicable to the Financing Agreement. 

SECTION 6.04 County Will Enforce And Not Amend Obligations Of Big Rivers. So 
long as any Bonds are Outstanding, upon receipt of written notification from the Bond Trustee 
the County will enforce the obligation of Big Rivers to pay, or cause to be paid, all the payments 
and other costs and charges payable by Big Rivers under the Financing Agreement and the Note. 
The County will not enter into any agreement with Big Rivers amending the Financing 
Agreement or the Note without the prior written consent of the Bond Trustee and compliance 
with Sections 1 1.06 and 1 1.07 hereof. 

SECTION 6.05 Execution And Deliveiy Of Instruments By County. The County 
will, upon the reasonable request of the Bond Tmstee, from time to time execute and deliver 
such further instruments and take such further action as may be reasonable and as may be 
required to c m y  out the purpose of this Indenture; provided, however, that no such instruments 
or actions shall pledge tlie credit or taxing power of the Commonwealth of Kentucky, the 
County, or any other political subdivision of said State. 

SECTION 6.06 No Other Disposition Of Receipts And Revenues. Except for the 
pledge arid assignment to the Bond Trustee, the County will not sell, lease, pledge, assign or 
otherwise dispose of or encumber its interest in the Receipts and Revenues of the County from 
the Financing Agreement or any interest in the Note, or its rights and interest under the 
Financing Agreement or the Note; and will promptly pay or cause to be discharged or make 
adequate provision to satisfy and discharge any lien or charge on any part thereof. 

SECTION 6.07 Bond Trustee’s Access To County Rooks. All books and documents 
in the possession of the County relating to the Facilities and the Financing Agreement and the 
moneys, reveiiues and receipts derived from the Financing Agreement shall at all reasonable 
times be open to inspection by such accountants or other agencies as the Bond Trustee may from 
time to time designate. 

SECTION 6.08 Filing Of Financing Stateittents By County. In order to perfect the 
interest of the Bond Trustee in the Receipts and Revenues of the County from the Financing 
Agreement, the County will cause appropriate financing statements, naming the Bond Trustee as 
pledgee of the Receipts and Revenues of the County from the Financing Agreement and of the 
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other moneys pledged under this Indenture for the payment of the principal of and interest on the 
Bonds, and as pledgee and assignee of certain of the County’s rights and interest under the 
Financing Agreement, to be duly filed and recorded in the appropriate state and county offices as 
required by the provisions of the Uniform Commercial Code or other similar law as adopted in 
the Comrnonwealth of Kentucky and any other applicable jurisdiction, as from time to time 
amended. The Bond Trustee, at the sole expense of Big Rivers, will file and record, with such 
assistance as necessary from the Coimty, such necessary continuation statements from time to 
time as may be required pursuant to the provisions of said TJniform Cominercial Code or other 
similar law to protect the interest of the Bond Tmstee. 

SECTION 6.09 Tax Covenants Of The County. 

(a) The County covenants to maintain the exclusion of interest on the Bonds 
from gross income for federal income tax purposes prirsuant to Sectiorl 103(a) of the 1954 Code, 
and will take, or require to be talcen, such acts as may from time to time be required under 
applicable law and regulation to continue the exclusion of the interest on the Bonds from gross 
income for federal income tax purposes; and in furtherance of such covenants, the County agrees 
to comply with the Tax Certificate and Agreement executed in connection with the Bonds and 
the provisions of the 1954 Code as amended by the 1986 Act. 

(b) The County covenants that it will not take any action or fail to take any 
action with respect to the Bonds which would cause the Bonds to be “arbitrage bonds” within 
the meaning of such term as used in Section 148 of the 1986 Code, as incorporated into the 1954 
Code by the 1986 Act. 

(c) The County shall make any and all payments required to be made to the 
United States Department of the Treasury in connection with the Bonds pursuant to 
Section 148(f) of the 1986 Code, as incorporated into the 1954 Code by the 1986 Act, from 
amounts on deposit in the funds and accounts established under this Indenture and available 
therefor. 

(d) The County covenants that it will not use or permit the use of any property 
financed or refinanced with the proceeds of the Bonds by any person (other than a state or local 
governmental unit) in such maimer or to such extent as would result in a loss of exclusion of the 
interest on the Bonds from gross income for federal income tax purposes (other than during the 
period the Bonds are held by a “substantial user” of the facilities financed or refinanced with 
proceeds of the Bonds or a “related person” within the meaning of Section 103(b)(6)(C) of the 
1954 Code). 

(e) Notwithstanding any other provisions of this Indenture to the contrary, so 
long as necessary in order to maintain the exclusion of interest on the Bonds from gross income 
under Section 103(a) of the 1954 Code, the covenants in this Section 6.09 shall survive the 
payment of the Bonds and the interest thereon, including any payment or defeasance thereof 
pursuant to Section 7.01 hereof. 

SECTION 6.10 Supplemental Indentures; Recordation Of Indenture And 
Supplemental Indentures. The County will execute and deliver all Supplemental Indentures, 
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and will cause this Indenture, the Financing Agreement and all supplements thereto as well as all 
security instruments as may be required at all times to be recorded, registered, filed and to be 
kept recorded, registered and filed in such manner and in such places as may be required by law 
in order fully to preserve and protect the security of the Bondowners and all rights of the Bond 
Trustee hereunder. 

SECTTON6.11 Notices By Bond Trustee. The Bond Trustee shall give the same 
notices to the County that it is required to give to Big Rivers pursuant to any of the terms of this 
Indenture. 

ARTICLE VII 

DEFEASANCE 

SECTION 7.01 Defeasance. 

(a) If and when the Bonds secured hercby shall become due and payable in 
accordance with their terms or through redemption proceedings as provided in this Indenture, or 
otherwise, and the whole amount of the principal of, premium, if any, and interest so due and 
payable upon all of the Bonds shall be paid, or provision shall have been made for the payment 
of the same, together with all other sums payable hereunder by the County, including the 
payment of the fees and expenses of the Bond Trustee, then and in that case, the right, title and 
interest of the Bond Trustee in and to the Trust Estate and all covenants, agreements and other 
obligations of the County to the Bondowners shall thereupon cease, terminate and become void 
and be discharged and satisfied. In such event, upon request of the County or Big Rivers, the 
Bond Trustee shall assign and transfer to Big Rivers all property and funds then held by the 
Bond Tmstee pursuant to this Indenture and shall execute and deliver such documents as may be 
reasonably required by the County or Big Rivers for such purpose. If and when the Bond 
Trustee shall hold sufficient moneys hereunder to provide for payment of the whole amount of 
the principal of, premium, if any, and interest due and payable and thereafter to become due and 
payable upon all the Bonds, together with all other sums payable or which may thereafter 
become payable hereunder by the County, notwithstanding that all the Bonds have not yet 
become due and payable and that consequently the right, title and interest of the Bond Trustee in 
and to the Trust Estate shall not have ceased, terminated and become void pursuant to the 
foregoing provisions of this Section 7.01, the Bond Trustee, on demand of the County or Big 
Rivers, shall turn over to Big Rivers any surplus in the Bond Fund and in any other fund created 
under this Indenture in excess of the sum sufficient to pay the whole amount of the principal of, 
premium, if any, and interest due and payable and thereafter to become due and payable upon all 
the Bonds, together with all other sums payable or which may thereafter become payable 
hereunder by the County, including the payment of the fees and expenses of the Bond Trustee. 

(b) Any Bond shall prior to the maturity or redemption date thereof be 
deemed to have been paid within the meaning and with the effect expressed in this Section 
7.01 if (i) in case such Bond is to be redeemed on any date prior to its maturity, Big Rivers and 
the County shall have given to the Bond Trustee in form satisfactory to it unconditional and 
irrevocable instructions and notice to give on a date in accordance with the provisions of 
Section 3.03 hereof notice of redemption of such Bond on said redemption date, such notice to 
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be given in accordance with the provisions of Section 7.03 hereof, (ii) there shall havc been 
deposited with the Bond Trustee either moneys in an amount which shall be sufl'icient, 01 

obligations of or guaranteed as to principal and interest by the United States of America, or 
certificates of an ownership interest in the principal of or interest on obligations of or guaranteed 
as to principal and interest by the United States of America, which shall not contain provisions 
permitting the redemption thereof at the option of the issuer, the principal of, premium, if any, 
and the inteiest on which when due, and without any reinvestment thereof, will provide moneys 
which, together with the moneys, if any, deposited with or held by the Bond Trustee or any Co- 
Paying Agent at the same time, shall be sufficient to pay when due the principal of and interest 
due and to become due on such Bond on and prior to the redemption date or maturity date 
thereof, as the case may be, and (iii) in the event such Bond does not mature or is not by its terms 
subject to redemption within the next succeeding 60 days, Big Rivers and the County shall have 
given the Bond Trustee in form satisfactory to it irrevocable instructioiis to give, as soon as 
practicable in the same manner as a notice of redemption is given pursuant to Section 3.03 
hereof, a notice to the Owners of such Bond that the deposit required by (ii) above has been 
made with the Bond Trustee and that said Bond is deemed to have been paid in accordance with 
this Section7.01 and stating such maturity or redemption date upon which moneys are to be 
available for the payment of the principal of and interest on snch Bond. Neither the obligations 
nor moneys deposited with the Bond Tmstee pursuant to this Section 7.01 nor principal or 
interest payments on any such obligations shall be withdrawn or used for any purpose other than, 
and shall be held in tilist for, the payment of the principal of, premium, if any, and interest on 
such Bond; provided that any cash received from such principal or interest payments on such 
obligations deposited with the Bond Trustee, (x) to the extent such cash will not be required at 
any time for such purpose, shall be paid over to Big Rivers as received by the Bond Trustee, free' 
and clear of any trust, lien or pledge, and (y) to the extent such cash will be required for such 
purpose at a later date, shall, to the extent practicable, be reinvested in obligations or certificates 
of the type described in clause (ii) of this subsection(b) maturing at times and in amounts 
sufficient to pay when due the principal of and interest to become due on such Bond on and prior 
to such redemption date or maturity date thereof, as the case may be, and interest earned from 
such reinvestments shall be paid over to Big Rivers, as received by the Bond Trustee, free and 
clear of any trust, lien or pledge. 

(c) Any release of the obligations of the County under this Section 7.01 shall 
be without prejudice to the right of the Bond Tnlstee to be paid reasonable compensation for all 
services renderecl by it hereundcr and all its reasonable expenses, charges and other 
disbursements and those of its attorneys, agents and employees, incurred on and about the 
administration of the trusts hereby created and the performance of its powers and duties 
hereunder. 
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ARTICLE VIII 

DEFAULTS AND REMEDIES 

SECTION 8.01 “Evetats Of Default” Enumerated; Acceleration. Each of the 
following events shall constitute and is referred to in this Indenture as an “Event of Default”: 

(a) payment of the principal of any of the Bonds (whether by maturity, upon a 
call for redemption or otherwise) or interest on any of the Bonds shall not be made within one 
Business Day of when due with the result that such principal or interest remains unpaid as of 
such date: or 

(b) an “event of default” as defined in Section 9.l(a) of the Financing 
Agreement shall have occurred and be continuing; or 

(c) acceleration of payment of any ObIigation (as defined in the Big Rivers 
hidenture) secured by the Big Rivers Indenture pursuant to an “event of default” as such term is 
defined in Section 8.1 of Article VI11 of the Big Rivers Indenture; or 

(d) Big Rivers shall file a petition in bankruptcy or is adjudicated as bankrupt 
or insolvent, or makes an assignment for the benefit of its creditors, or consents to the 
appointment of a receiver of itself or of its property, or institutes proceedings for its 
reorganization, or proceedings instituted by others for its reorganization are not dismissed within 
thirty (30) days after the institution thereof, or a receiver or liquidator of Big Rivers or of any 
substantial portion of its property is appointed and the order appointing such receiver or 
liquidator shall not be vacated within thirty (30) days after the entry thereof. 

TJpon the occurrence and continuance of an Event of Default described in clause (c) of 
this Section 8.01, and subject to Section 9.05 hereof, the Bond Trustee shall, and upon the 
occurrence and continuance of any other Event of Default, the Bond Trustee may, and upon the 
written request of the Owners of not less than 25% in aggregate principal amount of Bonds then 
Outstanding, the Bond Trustee shall, declare the principal amount of all Bonds then Outstanding 
and the interest accrued thereon to be immediately due and payable and said principal and 
interest shall thereupon become immediately due and payable, and the Bond Trustee shall give 
notice thereof in writing to the County and Rig Rivers, and notice to Bondowners in the same 
manner as a notice of redemption under Section3.03 hereof. Upon any declaration of 
acceleration hereunder, the County and the Bond Trustee shall immediately declare all payments 
due on the Note to be immediately due and payable as provided in Section 9.2 of the Financing 
Agreement. 

If at any time after such declaration, but before the Bonds shall have matured by their 
terms, all overdue installments of principal and interest upon the Bonds, together with interest on 
such overdue installments of principal and interest to the extent permitted by law and the 
reasonable and proper charges, expenses and liabilities of the Bond Tnrstee, and all other sums 
then payable by the County under this Indenture (except the principal of and interest accrued 
since the next preceding Interest Payment Date on the Bonds due and payable solely by virtue of 
such declaration) shall either be paid by or for the account of the County or provision satisfactory 
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to the Bond Trustee shall be made for such payment, and all defaults under the Bonds or under 
this hdenture (other than the payment 01 principal and interest due and payable solely by reason 
of such declaration) shall be made good or be secured to the satisfaction of the Bond Trustee or 
provision deemed by the Bond Tiustee to be adequate shall be made therefor, then by written 
notice of the Owners of 50% in aggregate principal amount of the Bonds Outstanding to the 
County and to the Bond Trustee, the Bond Tiiistee shall rescind such declaration and annul such 
default in its entirety. In such event, the Bond Tiustee shall rescind any declaration of 
acceleration of the maturity of the Note and the interest thereon as provided in Section 9.5 of the 
Financing Agreement. 

As set forth in Section9.7 of the Financing Agreement, if at any time following a 
declaration of acceleration pursuant to an Event of Default under Section 8.01(c) hereof, and 
prior to payinent of the Bonds pursuant to such acceleration, the Bond Trustee shall receive 
written notice that the acceleration of the Obligations under the Big Rivers Indenture has been 
rescinded, then the Bond Trustee shall rescind any declaration of acceleration of the maturity of 
principal of and interest on the Bonds. In the event of such rescission of a declaration of 
acceleration of the Bonds, the Bond Trustee shall also rescind any declaration of acceleration of 
the maturity of the Note. 

In case of any rescission, then and in every such case the County, the Bond Trustee and 
the Bondowners shall be restored to their former positions and rights hereunder respectively, but 
no such rescission shall extend to any subsequent or other default or Event of Default or impair 
any right consequent thereon, nor shall such rescission extend to any instance in which the holder 
of any Obligation under the Big Rivers Indenture other than the Note has subsequent to a request 
for rescission declared all unpaid principal of and accrued interest on such other Obligation to be 
due and payable inlmediately. 

SECTION 8.02 Exercise Of Remedies By Bond Trustee. LJpon the happening of any 
Event of Default or upon the failure by the County to observe and perform any covenant, 
condition, agreement or provision contained in the Bonds 01 this Indenture, then and in every 
such case the Bond Trustee in its discretion may, and upon the written request of the 
Bondowners of not less than 25% in principal amount of the Bonds then Outstanding and receipt 
of indemnity to its satisfaction, shall, in its own name and as the Bond Trustee of an express 
trust: 

(i) by mandamus, or other suit, action or proceeding at law or in equity, 
enforce all rights of the Bondowners, and require the County or Big Rivers to carry out 
any agreements with or for the benefit of the Bondowners and to perform its or their 
duties under the Act, the Financing Agreement, the Note and this Indenture; 

(ii) bring suit upon the Bonds; 

(iii) by action or suit in equity require the County to account as if it were the 
trustee of an express trust for the Bondowners; or 

(iv) by action or suit in equity enjoin any acts or things which may be unlawful 
or in violation of the rights of the Bondowners. 
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SECTION 8.03 Restorution To Former Position. In case any proceeding taken by the 
Bond Tnistee to enforce any right under this Indenture shall have been discontinued or 
abandoned for any reason, or shall have been determined adversely to the Bond Trustee, then and 
in every case the County, the Bond Trustee and the Bondowners shall be restored to their former 
positions and rights hereunder, respectively, and all rights, remedies and powers of the Bond 
Trustee shall continue as though no such proceeding had been taken. 

SECTION 8.04 Bondowner Direction Of Renzediul Proceedings. Anything in this 
Indenture to the contrary notwithstanding, the Holders of a majority in aggregate principal 
amount of the Bonds then Outstanding hereunder shall have the right, by an instrument in writing 
executed and delivered to the Boiid Trustee, to direct the time, method and place of conducting 
all remedial proceedings available to the Bond Trustee under this Indenture or exercising any 
trust or power confcrred on the Bond Trustee by this Indenture. 

SECTION 8.05 Limitations On Proceedings By Bondowners. No Bondowner shall 
have any right to institute any suit, action or proceeding in equity or at law for the execution of 
any trust or power hereunder, or any other remedy hereunder or on said Bonds, unless such 
Bondowner previously shall have given to the Bond Tnistee written notice of an Event of 
Default as hereinabove provided and unless the Bondowners of not less than 25% in principal 
amount of the Bonds then Outstanding shall have made written request of the Bond Tr'ustee so to 
do, after the right to institute said suit, action or proceeding shall have accnied, and shall have 
afforded the Bond Tnistee a reasonable opportunity to proceed to institute the same in either its 
or thek name, and unless there also shall have been offered to the Bond Trustee security and 
indemnity satisfactory to it against the costs, expenses and liabilities to be incurred therein or 
thereby, and the Bond Trustee shall not have complied with such request within a reasonable 
time; and such notification, request and offer of indemnity are hereby declared in every such 
case, at the option of the Bond Trustee, to be conditions precedent to the institution of said suit, 
action or proceeding; it being understood and intended that no one or more of the Bondowners 
shall have any right in any manner whatever by its or their action to affect, disturb or prejudice 
the security of this Indenture, or to enforce any right hereunder or under the Bonds, except in the 
manner herein provided, and that all suits, actions and proceedings at law or in equity shall be 
instituted, had and maintained in the manner herein provided and for the equal benefit of all 
B ondowners . 

SECTION 8.06 No Impairment Of Certain Rights Of Bondowners. Notwithstanding 
any other provision in this Indenture, the right of any Bondowner to receive payment of the 
principal of and interest on any Bond on or after the respective due dates expressed therein, or to 
institute suit for the enforcement of any such payment on or after such respective date, shall not 
be impaired or affected without the consent of such Bondowner. 

SECTION 8.07 Bond Trustee May Act Without Possession Of Bonds. All rights of 
action under this Indenture or under any of the Bonds secured hereby which are enforceable by 
the Bond Trustee may be enforced by it without the possession of any of the Bonds, or the 
production thereof on the trial or other proceedings relative thereto, and any such suit, action or 
proceeding instituted by the Bond Trustee shall be brought in its name for the equal and ratable 
benefit of the Bondowners, subject to the provisions of this Indenture. 
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SECTION 8.08 No Remedy Exclusive. No remedy herein conferred upon or reserved 
to the Bond Trustee or to Bondowners is intended to be exclusive of any other remedy or 
remedies, and each and every such remedy shall be cumulative, and shall be in addition to every 
other remedy given hereunder or now or hereafter existing at law or in equity or by statute. 

SECTION 8.09 No Waiver Of Remedies. No delay or omission of the Bond Trustee 
or of any Bondowner to exercise any right or power accruing upon any default shall impair any 
such right or power or shall be construed to be a waiver of any such default, or an acquiescence 
therein; and every power and remedy given by this Article VI11 to the Bond Trustee and to the 
Bondowners may be exercised from time to time and as often as may be deemed expedient. 

SECTION 8.10 Application Of Moneys Recovered. Any moneys received by the 
Bond Trustee, by any receiver or by any Bondowner pursuant to any right given or action taken 
under the provisions by this Article VIII, after payment of the costs and expenses of the 
proceedings resulting in the collection of such moneys and of the expenses, liabilities and 
advances incurred or made by the Bond Trustee, shall be deposited in the Bond Fund and all 
moneys so deposited in the Bond Fund during the continuance of an Event of Default (other than 
moneys for the payment of Bonds that have matured or otherwise become payable prior to such 
Event of Default or for the payment of interest due prior to such Event of Default) shall be 
applied as follows: 

(i) IJnless the principal of all the Bonds shall have become due and payable, 
all such moneys shall be applied (i) first, to the payment to the persons entitled thereto of 
all installments of interest then due on the Bonds, with interest on overdue installments, if 
lawful, at the same rate or rates per annum as specified in the Bonds, in the order of the 
maturity of the installnients of such interest and, if the amount available shall not be 
sufficient to pay in full any particular installment with such interest, then to the payment 
ratably, according to the amounts due on such installment, and (ii) second, to the payment 
to the persons entitled thereto of the unpaid principal of the Bonds which shall have 
become due at rnaturity (other than Bonds called for redemption for the payment of 
which money is held pursuant to the provisions of this Indenture), in the order of their 
due dates, with interest on such Bonds at their respective rates from the respective dates 
upon which they became due and, if the amount available shall not be sufficient to pay in 
full Bonds due on any particular date, together with such interest, then to the payment 
ratably, according to the amount of principal due on such date, in each case to the persons 
entitled thereto, without any discrimination or privilege. 

(ii) If the principal of all the Bonds shall have become due and payable, all 
such moneys shall be applied to the paymerit of the principal and interest then due and 
unpaid upon the Bonds, with interest on overdue interest and principal, as aforesaid, 
without preference or priority of principal over interest or of interest over principal, or of 
any installment of interest over any other installment of interest, or of any Bond over any 
other Bond, ratably, according to the amounts due respectively for principal and interest, 
to the persons entitled thereto without any discrimination or privilege. 

(iii) If the principal of all the Bonds shall have become due and payable, and if 
such event shall thereafter have been rescinded and annulled under the provisions of this 
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Article VI11 then, subject to the provisions of paragraph (ii) of this Section 8.10 which 
shall be applicable in the event that the principal of all the Bonds shall later become due 
and payable, the moneys shall be applied in accordance with the provisions of paragraph 
(i) of this Section 8.10. 

Whenever moneys are to be applied pursuant to the provisions of this Section 8.10, such 
moneys shall be applied at such times, and from time to time, as the Bond Trustee shall 
determine having due regard to the amount of such moneys available for application and the 
likelihood of additional moneys becorning available for such application in the future. Whenever 
the Bond Trustee shall apply such funds, it shall fix the date (which shall be an Interest Payment 
Date unless it shall deem another date more suitable) upon which such application is to be made 
and upon such date interest on the amounts of principal, premium and interest to be paid on such 
dates shall cease to accrue. The Bond Trustee shall give such notice by mailing as it may deem 
appropriate of the deposit with it of any such moneys and of the filing of any such date to any 
Bondowner until such Bond shall be presented to the Bond Tnistee for appropriate endorsement 
or for cancellation if fully paid. 

SECTION 8.11 Severability Of Remedies. It is the purpose and intention of this 
Article VIII to provide rights and remedies to the Bond Trustee and Bondowners which may be 
lawfully granted under the provisions of the Act, but should any right or remedy herein granted 
be held to be unlawful, the Bond Trustee and the Bondowners shall be entitled, as above set 
forth, to every other right and remedy provided in this Indenture and by law. 

ARTICLE IX 

TRUSTEE AND CO-PAYING AGENTS 

SECTION 9.01 Acceptance Of Trusts By Bond Trustee. By executing the certificate 
of authentication endorsed upon the Bonds, the Bond Trustee shall signify its acceptance and 
agree to execute the trusts hereby created, but only upon the additional terms set forth in this 
Article IX, to all of which the County agrees and the respective Bondowners agree by their 
acceptance of delivery of any of the Bonds. The Bond Trustee undertakes to perform such duties 
and only such duties as are specifically set forth in this Indenture, and no implied covenants or 
obligations shall be read into this Indenture against the Bond Trustee. 

SECTION 9.02 Bond Trustee Not Responsible For Recitals, Stateinents And 
Representations In Indenture. The recitals, statements and representations contained in this 
Indenture or in the Bonds, otlier than the Bond Trustee’s authentication upon the Bonds, shall be 
taken and construed as made by and on the part of tlie County, and not by the Bond Trustee and 
the Bond Trustee does riot assume, and shall not have, any responsibility or obligation for the 
correctness of any thereof. The Bond Trustee makes no representations as to the validity or 
condition of the Trust Estate or any part thereof, or as to the title of the County thereto or as to 
the security afforded thereby or hereby, or as to the validity or genuineness of any securities at 
any time pledged and deposited with the Bond Trustee hereunder or as to the validity or 
sufficiency of this Indenture or any of the Bonds. 
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SECTION9.03 Bond Trustee Not Liable Except For Own Negligence Or Bad 
Faith. The Bond Trustee may execute any of the trusts or powers hereof and perform the duties 
required of it hereunder by or through attorneys, agents, receivers or employces, and shall be 
entitled to advice of counsel concerning all matters of trust and its duty hereunder, and the Bond 
Trustee shall not be answerable for the default or misconduct of any such attorney, agent, or 
employee selected by it with reasonable care and the written advice of such counsel selected by 
the Trustee with due care or any Opinion of Bond Counsel shall be full and complete 
authorization and protection in respect of any action taken, suffered or omitted by it hereunder in 
good faith and in reliance thereon. The Bond Trustee shall not be answerable for the exercise of 
any discretion or power under this Indenture or for anything whatever in connection with the 
trust except only for its own negligence or bad faith. 

SECTION 9.04 Compensation And Reiinbiirsemient Of Bond Trustee. The Bond 
Trustee shall be entitIed to reasoriahle compensation for its services sendered hereunder and to 
reimbursement for its actual out-of-pocket expenses (including counsel fees) necessarily incurred 
in connection therewith except as a result of its negligence or bad faith. In the Financing 
Agreement, Big Rivers has agreed that it will pay to the Bond Trustee such compensation arid 
reimbursement but Big Rivers may, without creating a default hereunder, contest in good faith 
the necessity for and reasonableness of any such fees or expenses. 

SECTION9.05 Limitations On Required Notice By Bond Trustee. The Bond 
Trustee shall not be required to take notice, or be deemed to have notice, of any Event of Default 
under subsection (c) of Section 8.01 hereof, unless specifically notified in writing of such Event 
of Default by the Bondowners of at least 25% in principal amount of the Bonds then 
Outstanding. The Bond Trustee shall be required to take notice, or be deemed to have notice, of 
any Event of Default under subsections (a) of Section 8.01 hereof. The Bond Trustee may, 
however, at any time, in its discretion, require of the County full infonnation and advice as to the 
perfoiinance of any of the covenants, conditions and agreements contained herein. 

In the event the Bond Trustee does not timely receive any payment on the Note in 
accordance with Section 5.1 of the Financing Agreement, the Bond Trustee shall immediately 
give telephonic or electronic notice thereof to Big Rivers, but the Bond Trustee shall incur no 
liability for failure to give such notice and such failure shall have no effect on the rights of the 
Bond Trustee or the Bondowners set forth in this Indenture or any Bond. 

SECTION 9.06 Liinitations On Obligations Of Bond Trustee. The Bond Tsustee 
shall be under no obligation to take any action in respect of any default, Event of Default or 
otherwise, or toward the execution or enforcement of any of the trusts hereby created, or to 
institute, appear in or defend any suit or other proceeding in connection therewith, unless 
requested so to do by Owners of at least 2.5% in principal amount of the Bonds then Outstanding, 
and if in its opinion such action may tend to involve it in expense or liability, unless furnished, 
from time to time as often as it may require, with security and indemnity satisfactory to it; but 
the foregoing provisions are intended only for the protection of the Bond Trustee, and shall not 
affect any discretion or power given by any provisions of this Indenture to the Bond Trustee to 
take action in respect of any defauIt without such notice or request from the Bondowners, or 
without such security or indemnity. 
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SECTION 9.07 Bond Trustee Protected In Relying lJpon Coinmuitications And 
Actions Relieved Genuiite. The Bond Trustee shall be protected and shall incur no liability in 
acting or proceeding in good faith upon any resolution, notice, telegram, requcst, consent, 
waiver, statement, arfidavit, voucher, bond, requisition or other paper or document which it shall 
in good faith believe to be genuine and to have been passed or signed by the proper board, body 
or person or lo have been prepared and furnished pursuant to any of the provisions of this 
Indenture or the Financing Agreement, and the Bond Trustee shall be under no duty to make any 
investigation or inquiry as to any statements contained 01 matters referred to in any such 
instnitnent, biit may accept and rely upon the same as conclusive evidence of the truth and 
accuracy of such statements. The Bond Trustee shall not be bound to recognize any person as a 
Bondowner or to take any action at its request unless such person’s Bond shall be deposited with 
the Bond Tivstee or satisfactory evidence of the ownership of such Bond shall be fiirnished to 
the Bond Trustee. 

SECTION9.08 Bond Trustee May Deal In Bonds And Wit?z Cou12ty And Big 
Rivers. The Bond Trustee may in good faith buy, sell, own, hold and deal in any of the Bonds 
issued hereunder and secured by this Indenture, and may join in any action which any 
Bondowrier may be entitled to take with like effect as if the Bond Trustee were not a party to this 
Indenture. The Bond Trustee, either as principal or agent, inay also engage in or be interested in 
any financial or other transaction with the County or Big Rivers, and inay act as depository, 
trustee or agent for any committee or body of Bondowners secured hereby or other options of the 
County as freely as if it were not Bond Trustee hereunder. 

SECTION 9.09 Construction Of Indenture By Bond Trustee. The Bond Trustee 
may construe any of the provisions of this Indenture insofar as the same may appear to be 
ambiguous or inconsistent with any other provision hereof, and any construction of any such 
provisions hereof by the Bond Trustee in good faith shall be binding upon the Bondowners, 

SECTION 9.10 Resignation Of Bond Trustee. No resignation of the Bond Trustee 
will be effective until the appointment of, and acceptance of such appointment by, a successor 
Bond Trustee. The Bond Tnistee may resign and be discharged of the trusts created by this 
Indenture at any time by executing any instrument in wriling resigning such trust, and filing the 
same with the Clerk of the County, and by giving notice of such resignation mailed by first class 
mail, postage prepaid, to Big Rivers and the Bondowners at their addresses as they appear on the 
registration books maintained by the Registrar. If an instrument of acceptance by a successor 
Bond Trustee is not delivered to the resigning Bond Trustee with 45 days after the giving of such 
notice of resignation, the resigning Bond Trustee may petition any court of competent 
jurisdiction for the appointment of a successor Bond Trustee. 

SECTION 9.1 1 Removal Of Bond Trustee. (a) The Bond Trustee may be removed at 
any time by filing with the Bond Tnistee so removed, with the County and with Big Rivers an 
instrument in writing, appointing a successor, executed by the Bondowners of not less than a 
rnajority in principal amount of the Bonds then Outstanding. 

(b) At any time other than during the continuance of an Event of Default, the 
Bond Trustee may be removed for any reason by an instrument in writing, executed by an 
authorized officer of the County, removing the Bond Trustee and appointing a successor, filed 
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with the Bond Trustee so removed and Big Rivers, provided that prior to the appointment of such 
successor Bond Trustee, the County shall consult in good faith with Big Rivers regarding such 
appointment. Other than during the continuance of an Event of Default, the Bond Tiustee may 
also be removed €or any reason by Big Rivers with the approval of the County (which consent 
shall not be unreasonably withheld), by an instrument in writing, executed by a Big Rivers 
Representative, removing the Bond Trustee and designating a successor Bond Trustee, filed with 
the Bond Trustee so rcmoved and the County. 

SECTION 9.12 Appointinent Of Successor Bond Trustee. In case at any time the 
Bond Trustee shall be removed, or be dissolved, or if its property or a€fairs shall be taken under 
the control of any state or federal court or administrative body because of insolvency or for any 
other reason, then a vacancy shall forthwith and ipso facto exist in the office of Bond Trustee and 
a successor may be appointed, and in case at any time the Bond Trustee shall resign, then or may 
be appointed, by filing with the County and Big Rivers an instrument in writing, executed by the 
Bondowners of not less than a majority in principal amount of Bonds then outstanding. Copies of 
such instrument shall be promptly delivered by the County to the predecessor Bond Trustee and 
to the Bond Trustee so appointed. 

Until a successor Bond Tiustee shall be appointed by the Bondowners as herein 
authorized, Big Rivers may appoint a successor Bond Trustee. After any appointment by Big 
Rivers, it shall cause notice of such appointment to be mailed by first class mail, postage paid, to 
the County and the Bondowners at their addresses as they appear on the registration books 
maintained by the Registrar. Any successor Bond Trustee so appointed by Big Rivers shall 
immediately and without further act be superseded by a Bond Trustee appointed by the 
Bondowners in the manner above provided. 

SECTION 9.13 Qualifications Of Successor Bond Trustee. Every successor Bond 
Trustee shall be a bank or trust company or a national bank with trust powers, having a combined 
capital stock, undivided profits and surplus of at least $100,000,000 if there be such a trust 
company, bank and trust company or national bank willing and able to accept the trust on 
reasonable and customary terms. 

SECTION 9.14 Acceptance Of Trusts By Successor Bond Trustee. Any successor 
appointed hereunder shall execute, acknowledge and deliver to the County an instrument 
accepting such appointment hereunder, and thereupon such successor Bond Trustee, without any 
€urther act, deed or conveyance, shall become duly vested with all the estates, property, rights, 
powers, trusts, duties and obligations of its predecessor in the trust hereunder, with like effect as 
if originally named Bond Trustee herein. Upon request of such Bond Trustee, such predecessor 
Bond Trustee and the County shall execute and deliver an instrument transferring to such 
successor Bond Trustee all the estates, property, rights, powers and trusts hereunder of such 
predecessor Bond Tiiistee and such predecessor Bond Trustee shall pay over to the successor 
Bond Tiustee all moneys and other assets at the time held by it hereunder. 

SECTION 9.15 Successor Bond Trustee Upon Merger, Consolidation Or 
Succession. Any corporation into which any Bond Trustee hereunder may be merged or with 
which it may be consolidated, or any coiporation resulting from any merger or consolidation to 
which any Bond Trtistee hereunder shall be a party or any corporation succeeding to all or 
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substantially all of the corporate trust business of the Bond Trustee, shall be the successor Bond 
Trustee under this indenture, without the execution or filing of any paper or any further act on 
the part of the parties hereto, anything hcrein to the contrary notwithstanding. 

SECTION9.16 Standard Qf Care I n  Exercise Of Rights And Power. 
Notwithstanding any other provisions of this Article IX, the Bond Trustee shall, during the 
existence of an Event of Default as to which the Bond Tmstee has actual notice, exercise such of 
the rights and powers vested in it by this Indenture and use the same degree of skill and care in 
their exercise as a prudent man would use and exercise under the circumstances in the conduct of 
his own affairs. 

SECTION 9.17 Bond Trustee To Notij,  Registered Owners Of Event Of Default. If 
an Event of Default OCCLI~S of which the Bond Trustee by Section 9.05 hereof is required to talce 
notice and deemed to have notice, or any other Event of Default as so defined occurs of which 
the Bond Tmstee has been specifically notified in accordance with Section 9.05 hereof, and any 
such Event of Default shall continue for at least two Business Days after the Bond Tiustee 
acquires actual notice thereof, the Bond Trustee shall give written notice thereof by first-class 
mail to the last known Owners of all registered Bonds then Outstanding addressed to swh 
Owners at their addresses appearing on the registration books maintained by the Registrar. 

SECTION 9.18 Intervention By Bond Trustee In  Certain Litigation. In any judicial 
proceeding to which the County is a party and which in the opinion of the Bond Trustee and its 
counsel has a substantial bearing on the interests of Bondowners, the Bond Trustee may 
intervene 011 behalf of the Bondowners, and shall, upon receipt of indemnity satisfactory to it, do 
so if requested in writing by the Owners of at least 25% in principal amount of Bonds then 
Outstanding if permitted by the court having jurisdiction in the premises. 

SECTION 9.19 Bond Trustee; The Paying Agent; Co-Paying Agents. The Bond 
Tiustee shall be the Paying Agent for the Bonds. The County may at any time or from time to 
time, with the approval of Big Rivers, appoint one or more Co-Paying Agents for the Bonds, in 
the manner and subject to the conditions set forth in Section 9.20 hereof for the appointment of a 
Co-Paying Agent. Each Co-Paying Agent shall designate to the Bond Trustee its Principal 
Office and signify its acceptance of the duties and obligations imposed upon it by written 
instrument of acceptance deposited with the County and the Bond Tnxstee under which such Co- 
Paying Agent will agree with the Bond Trustee that such Co-Paying Agent will: 

(i) hold all sums held by it for the payment of the principal of and premium, 
if any, or interest on Bonds in trust for the benefit of the Bondowners until such sums 
shall be paid to such Bondowners or otherwise disposed of as herein provided; and 

(ii) upon the written request of the Bond Tnxstee, forthwith pay to the Bond 
Trustee all sums so held in trust by such Co-Paying Agent. 

The County hereby covenants and agrees to cooperate with the Bond Trustee to 
cause the necessary arrangements to be made through the Bond Trustee and to be thereafter 
continued whereby funds derived from the sources specified in Section 4.03 hereof will be made 
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available for the payment of such of the Bonds as are presented when due at the appropriate 
offices of the Co-Paying Agents. 

SECTION 9.20 Qualijicatioizs Of Co-Paying Agent; Resignation; Removal. Any 
Co-Paying Agent appointed by the County, with the approval of Big Rivers, shall be a bank or 
trust company duly organized under the laws of the TJnited States of America or any state or 
territory thereof, having a combined capital stock, suipliis and undivided profits of at least 
$100,000,000 and willing and able to accept the office on reasonable and customary terms and 
authorized by law to perform all the duties imposed upon it by this Indenture. Any Co-Paying 
Agent may at any time resign and be discharged of the duties and obligations created by 
Indenture by giving at least sixty (60) days written notice to the County, Big Rivcrs and the Bond 
Trustee. Any Co-Paying Agent may be removed at any time with the consent of Big Rivers by 
an instrument filed with such Co-Paying Agent and the Bond Trustee and signed by the County. 
In the event of the resignation or removal of any Co-Paying Agent, such Co-Paying Agent shall 
pay over, assign and deliver any moneys held by it as Co-Paying Agent to its successor, or if 
there be no successor, to the Bond Tixstee. 

SECTION 9.21 Moneys Held by Trustee. Money and investments held in trust by 
the Bond Trustee or any paying agent hereunder shall be held in one or more trust accounts 
hereunder but need not be segregated from other funds except to the extent required in this 
hidenture or required by law. The Bond Trustee or any paying agent shall be under no 1iabiIity 
for interest on any money received by it hereunder except as otherwise agreed with the County or 
otherwise specifically provided in this Indenture. 

ARTICLE X 

EXECUTION OF INSTRUMENTS BY BONDOWNERS 
AND PROOF OF OVVNERSHIP OF BONDS 

SECTION 10.01 Execution Of Instruments By Bondowners And Proof Of 
Ownership Of Bonds. 

(a) Any request, direction, consent or other instrument in writing whether or 
not required or permitted by this Indenture to be signed or executed by Bondowners, may be in 
any number of concurrent instruments of similar tenor and may be signed or executed by such 
Bondowners in person or by agent appointed by an instrument in writing. Proof of the execution 
of any such instrument shall be sufficient for any purpose of this Indenture and shall be 
conclusive in favor of the Bond Trustee with regard to any action taken by it under such 
instrument if the fact and date of the execution by any person of any such in instrument shall be 
proved by the certificate of any officer in any jurisdiction who, by the laws thereof, has power to 
take acknowledgments within such jurisdiction, to the effect that the person signing such 
instnunent acknowledged before him the execution thereof, or by an affidavit of a witness to 
such execution. Nothing contained in this Article X shall be construed as limiting the Bond 
Tiustee to such proof, it being intended that the Bond Trustee may accept any other evidence of 
matters herein stated which to it may seem sufficient. 
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(b) The ownership of Bonds, the amount, number and other identification 
thereof and the date of ownership shall be proved by the registration books maintained by the 
Registrar. 

(c) Any request or consent of any Bondowner shall bind every future Owner 
of the same Bond or any Bond or Bonds issued in lieu thereof in respect of anything done by the 
Bond Trustee or the County in pursuance of such request or consent. 

ARTICLE XI 

MODIFICATION OF THIS INDENTURE, THE FINANCING AGREEMENT, THE 
BIG RIVERS INDENTURE AND THE NOTE 

SECTION 11.01 No Modification Except Pursuant To Article XI .  Neither this 
Indenture, the Financing Agreement, nor the Note shall be modified or amended in any respect 
subsequent to the first issuance of the Bonds except as provided in and in accordance with and 
subject to the provisions of this Article XI. 

SECTION 11.02 Suppleinenfa1 Indenture Without Bondowner Consent. 

(a) The County and the Bond Tiustee may, from time to time and at any time, 
without the consent of or notice to Bondowners, enter into Supplemental Indentures as follows: 

(i) To specify and determine any matters and things relative to the Bonds 
which are not contrary to or inconsistent with this Indenture and which shall not 
adversely affect the interests of the Bondowners; or 

(ii) To cure any ambiguity, or to cure, correct or supplement any defect, 
omission or inconsistent provisions contained in this Indenture, the Financing Agreement, 
the Big Rivers Indenture or the Note or to make any provisions with respect to matters 
arising under this Indenture or for any other purpose if such provisions are necessary or 
desirable and if such action does not in the sole opinion of the Bond Trustee adversely 
affect the interests of the Bondowners: or 

(iii) To grant to or confer upon the Bond Trustee for the benefit of the 
Bondowners any additional rights, remedies, powers, authority or security which may 
lawfully be granted or conferred and which are not contrary to or inconsistent with this 
Indenture as theretofore in effect; or 

(iv) To add to the covenants and agreements of the County in this Indenture, 
other covenants and agreements to be observed by the County which are not contrary to 
or inconsistent with this Indenture as theretofore in effect; or 

(v) To add to the limitations and restrictions in this Indenture, other 
limitations and restrictions to be observed by the County which are not contrary to or 
inconsistent with this Indenture as theretofore in effect; or 
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(vi) To confirm, as fiirther assurance, any pledge under, and the subjection to 
any claim, lien or pledge created or to be created by, this Indenture, of the Receipts and 
Revenues of the County from the Financing Agreement or of any other moneys, 
securities or funds; or 

(vii) To comply with the requirements of the Trust Indenture Act of 1939, as 
from time to time amended; or 

(viii) To sub,ject to this Indenture additional revenues; or 

(ix) To make any other changes which do not in the sole opinion of the Bond 
Trustee materially adversely affect the interests of the Bondowners. 

The Bond Trustee may in its discretion determine whether or not in accordance with the 
foregoing powers of amendment the interests of any Bondowners would be adversely affected by 
any modification or amendment of this Indenture and any such determination shall be binding 
and conclusive on the County, Big Rivers and all Bondowners, and the Bond Trustee sliall have 
no liability as a result of any such determination macle in good faith. The interests of a 
Bondowner shall be deemed to be adversely affected by any modification or amendment of this 
Indenture if such modification or aniendinent adversely affects or diminishes the rights of such 
B ondowner. 

(b) Before the County shall enter into any Supplemental Indenture pursuant to 
this Section 11.02 there shall have been filcd with the Bond Trustee an Opinion of Bond 
Counsel stating that such Supplemental Indenture is authorized or pemiitted by this Indenture 
and complies with its terms, and that it will be valid and binding upon the County in accordance 
with its terms; provided, however, that such opinion may take exception for limitations imposed 
by or resulting from bankruptcy, insolvency, moratorium, reorganization or other similar laws, 
judicial decisions and principles of equity relating to or affecting creditors’ rights or contractual 
obligations generally. 

SECTION 11.03 Supplemental Indentures With Bondownor Consent. 

(a) Except for any Supplemental Indenture entered into pursuant to Section 
11.02 hereof, sub,ject to the terms and provisions contained in this Section 11.03 and not 
otherwise, (i) the Bondowners of not less than a majority in aggregate principal amount of the 
Bonds then Outstanding shall have the right, and (ii) in case of a change in the terms of any 
sinking fund installment (except as provided in clause (A) of the proviso of this Section 11.03(a) 
below), the Bondowners of not less than a majority in aggregate principal amount of each 
maturity of Bonds so affected and Outstanding shall have the right, from time to time, to consent 
to and approve the execution by the County and the Bond Trustee of any Supplemental Indenture 
as shall be deemed necessary or desirable by the County for the purposes of modifying, altering, 
amending, supplementing or rescinding in any particular, any of the terms or provisions 
contained in this Indenture; provided, Izowever, that, unless approved in writing by the 
Bondowners of all affected Bonds then Outstanding, nothing herein contained shall permit, or be 
construed as permitting, (A) a change in the times, amounts or currency of payment of the 
principal of and interest on any Outstanding Bond, or a reduction in the principal amount or 
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redemption price of any Outstanding Bond or the rate of interest thereon or in any maturity with 
respect thercto or any sinking fund payment with respect to any Bond, or (B) the creation of a 
claim or lien upon, or a pledge of, the Receipts and Revenues of the County from the Financing 
Agreement ranking prior to or on a parity with the claim, lien or pledge created by this Indenture, 
or (C) a preference or priority of any Bonds over any other Bonds, or (D) a reduction in the 
aggregate principal amount of Bonds the consent of the Bondowners of which is required for any 
such Supplemental Indenture. 

(b) If at any time the County shall determine to enter into any Supplemental 
Indenture for any o i  the purposes of this Section 11.03, it shall cause notice of the proposed 
Supplemental Indenture to be mailed, postage prepaid, to all Owners of the Bonds. Such notice 
shall briefly set forth the nature of the proposed Supplemental Indenture and shall state that a 
copy thereof is on file at the Principal Office of the Bond Trustee for inspection by all 
Bondowners. 

(c) Within one year after the date of such notice, the County may enter into 
such Supplemental Indenture in substantially the form described in such notice only if there shall 
have first been filed with the Bond Trustee (i) the written consents of Owners of not less than a 
majority in aggregate principal amount of the Bonds then Outstanding or, if required hereunder, 
all Bondowners and (ii) an Opinion of Bond Counsel stating that such Supplemental Indenture is 
arrthorized or permitted by this Indenture and complies with its teims, and that upon execution 
and delivery it will be valid and binding upon the County in accordance with its terms; provided, 
Izowever, that such opinion may take exception for limitations imposed by or resulting from 
bankruptcy, insolvency, moratorium, reorganization or other similar laws, judicial decisions and 
principles of equity relating to or affecting creditors’ rights or contractual obligations generally. 

(d) If the Bondowners of not less than the percentage of Bonds required by 
this Section 11.03 shall have consented to and approved the execution thereof as herein provided, 
no Bondowner shall have any right to object to the execution and delivery of such Supplemental 
Indenture, or to object to any of the terms and provisions coiitained therein or the operation 
thereof, or in any manner to question the propriety of the execution and delivery thereof, or to 
aijoiri or restrain the County from executing and delivering the same or from taking any action 
pursuant to the provisions thereof. 

SECTION 11.04 EHect Of Supplemental Indenture. Upon the execution and delivery 
of any Supplemental Indenture pursuant to the provisions of this Article XI, this Indenture shall 
be, and be deemed to be, modified and amended in accordance therewith, and the respective 
rights, duties and obligations under this Indenture of the County, the Bond Trustee and all 
Owners of Bonds then Outstanding shall thereafter be determined, exercised, and enforced under 
this Indenture subject in all respects to such modifications and amendments. 

SECTION 11.05 When Big Rivers Consent Required. Anything herein to the 
contrary notwithstanding, any Supplemental Indenture under this Article XI which a€fects any 
rights, powers arid authority of Big Rivers under this Indenture or the Financing Agreement or 
the Note or requires a revision of the Financing Agreement, the Note or the Rig Rivers Indenture 
shall not become effective unless and until Big Rivers shall have consented in writing to such 
Supplemental Indenture. 
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SECTiON 11.06 Amendment Qf Financing Agreenzent Or The Note without 
Bundowner Consent. Without the consent of or notice to the Bondowners, the County and the 
Bond Trustee may consent to any amendment, change or modification of the Financing 
Agreement or the Note as may be required (i) by the provisions of the Financing Agreement, the 
Note and this Indenture, (ii) for the purpose of curing any ambiguity or forinal defect or 
omission, (iii) to conform to any modifications to or alterations permitted by the Big Rivers 
Indenture or this Indenture, if such provisions are necessary or desirable and do not in the sole 
opinion of the Bond Trustee materially adversely affect the interests of the Bondowners, or 
(iv) in connection with any other change therein which, in the judgment of the Bond Trustee, is 
not to the prejudice of the Bond Trustee, or materially adverse to the interests of the 
Bondowners. The Bond Trustee may in its discretion determine whether or not in accordance 
with the foregoing powers of amendment the interests of the Owners of the Bonds would be 
adversely affected by any such modification or amendment, and any such determination by the 
Bond Trustee shall be binding and conclusive on the County, Rig Rivers and all Bondowners; 
and the Bond Trustee shall have no liability as a result of any such determination made in good 
faith. 

SECTION 11.07 Other Amendments Of Financing Agreement. Except in the case of 
amendments, changes or modifications referred to in Section 11.06 hereof, the County and the 
Bond Trustee shall not consent to any amendment, change or modification of the Financing 
Agreement, without first giving notice and receipt of the written approval or consent of the 
Owners of not less than a majority in aggregate principal amount of the Bonds then Outstanding 
given and procured as in Section 11.03 hereof provided. If at any time the County or Big Rivers 
shall request the consent of the Bond Trustee to any such proposed amendment, change or 
modification of the Financing Agreement, the Bond Trustee shall cause notice of such proposed 
amendment, change or modification to be given in the same manner as provided by 
Section 11.03 hereof with respect to Supplemental Indentures. Such notice shall briefly set forth 
the nature of such proposed amendment, change or modification and shall state that copies of the 
instrument embodying the same are on file at the Principal Office of the Bond Trustee for 
inspection by all Bondowners. 

SECTION 11.08 Amendmerits To Big Rivers Indenture. The Bond Trustee shall not 
exercise any of the rights of a holder of the Note under the Big Rivers Indenture to permit any 
amendment, modification, supplement or consolidation of the Big Rivers Indenture or said Note, 
whereby any such amendment, modification, supplement or consolidation results in changing the 
times, amounts or currency of payment of the payments due, on the Note, without the prior 
consent of the Bondowners adversely affected thereby. The Bond Tmstee may otherwise 
consent to the amendment or modification of the Big Rivers Indenture or exercise any other 
rights thereunder of a holder of the Note either (i) without notice to or consent of any Bondowner 
i€ the Bond Trustee, in its sole discretion, deems the effects of such exercise, taken as a whole, to 
be not materially adverse to the interests of the Bondowners or (ii) in any event, upon notice by 
the Bond Trustee to the Bondowners of the action proposed to be taken and the consent thereto 
of the Owners of a majority in aggregate principal amount of the Bonds then Outstanding; 
provided, however, that no such notice to or consent of the Bondowners shall be required in 
connection with any supplemental Indenture or other instrument as may be required by the 
provisions of the Big Rivers Indenture. The Bond Trustee hereby agrees to execute and deliver 
all such further instruments as may be required by the provisions of the Big Rivers Indenture. 
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The Bond Tnistee may in its discretion determine whether or not in accordance with the 
foregoing powers of amendment the interests of the Owners of the Bonds would be adversely 
affected by any such modification or amendment, and any such dcterniination by the Bond 
Trustee shall be binding and conclusive on the County, Big Rivers and all Bondowners; and the 
Bond Trustee shall have no liability as a result of any such determination made in good faith. 

ARTICLE XII 

RESERVED 

ARTICLE XIIT 

MISCELLANEOUS 

SECTION 13.01 Indenture To Bind and Inure To Benefit Of Successors To County. 
In the event of the termination of the existence of the County, all the covenants, stipulations, 
promises and agreements contained in this Indenture, by or on behalf of, or for the benefit of, the 
County, shall bind or inure to the benefit oi  the successors of the County from time to time and 
any entity, officer, board, coinniission, agency or insti-umentality to whom or to which any power 
or duty of the County shall be transferred. 

SECTION 13.02 Indenture To Benefit Only County, Bond Trustee And Bondowners. 
Except as herein otherwise specifically provided, nothing in this Indenture expressed or implied 
is intended or shall be construed to confer upon any person, firm or corporation other than the 
County, the Bond Trustee and the Bondowners, any right, remedy or claim under or by reason of 
this Indenture, this Indenture being intended to be for the sole and exclusive benefit of the 
County, the Bond Trustee and the Bondowners. 

SECTION 13.03 Severability. In case any one or more of the provisions of this 
Indenture or of the Financing Agreement or of the Bonds issued hereunder shall, for any reason, 
be held to be illegal or invalid, such illegality or invalidity shall not affect any other provisions of 
this Indenture or of the Financing Agreement or of said Bonds and this Indenture and the 
Financing Agreement and the Bonds shall be construed and enforced as if such illegal or invalid 
provisions had not been contained herein or therein. 

SECTION 13.04 No Personal Liability Of County Officials Under Indenture. No 
covenant or agreement contained in the Bonds or in this Indenture shall be deemed to be the 
covenant or agreement of any official, officer, agent, or employee of the County in its individual 
capacity, and neither the members of the Board of County Cornmissioners of the County nor any 
official executing the Bonds shall be liable personally on the Bonds or be subject to any personal 
liability or accountability by reason of the issuance thereof. 

SECTION 13.05 Bonds Owned By County Or Big Rivers Disregarded For Certain 
Purposes, In determining whether the Bondowners of the requisite aggregate principal amount 
of Bonds have concurred in any direction, consent or waiver under this Indenture, Bonds which 
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are owned by the County or Big Rivers or by any person directly or indirectly controlling 01 

controlled by or under direct or indirect common control with Big Rivers shall be disregarded 
and deemed not to be Outstanding for the purpose of any such determination, except that for the 
purpose of determining whether the Bond Trustee shall be protected in relying on any such 
direction, consent or waiver, only Bonds which the Bond Trustee knows are so owned shall be so 
disregarded. Bonds so owned which have been pledged in good faith may be regarded as 
Outstanding if the pledgee establishes to the satisfaction of the Bond Trustee the pledgee’s right 
so to act with respect to such Bonds and that the pledgee is not the County or Big Rivcrs or any 
person directly or indirectly controlling or controlled by or under direct or indircct common 
control with Big Rivers. In case of a dispute as to such right, any decision by the Bond Trustee 
taken upon the advice of counsel shall be full protection to the Bond Trustee. 

SECTION 13.06 Counterparts. This Indenture may be executed simultaneously in 
any number of counterparts, each of which shaIl be  deemed an original but. a11 of which together 
shall constitute one and the same instrument. 

SECTION 13.07 Kentucky Law to Govern. THE LAWS OF THE 
COMMONWEALTH OF KENTUCKY SHALL, GOVERN THE CONSTRUCTION OF 

OF LAW PROVISIONS OF THE COMM[ONWEALTH OF KENTUCKY. 
THIS INDENTURE AND OF ALL BONDS, WITHOUT REFERENCE TO THE CHOICE 

SECTION 13.08 Notices. Except as otherwise provided in this Indenture, all notices, 
certificates, requests or other communications by the County, the Bond Trustee or Big Rivers 
pursuant to this Indenture shall be sufficiently given and shall be deemed given when inailed by 
registered mail, postagc prepaid, addressed as iollows: If to the County, to: Ohio County Fiscal 
Court, 301 South Main, Hartford, Kentucky 42347, Attention: County Judge/Executive; if to 
Big Rivers, to: Big Rivers Electric Corporation, 201 Third Street, Henderson, Kentucky 42420, 
Attention: President and Chief Executive Officer; if to the Bond Trustee, to: U S .  Bank National 
Association, 225 Asylum Street, 23rd Floor, Hartford, Connecticut 06103, Attention: Philip G. 
Kane, Jr. (Big Rivers 2010 Indenture). A duplicate copy of each notice, certificate, request or 
other communication given hereunder by the County or the Bond Trustee shall also be given to 
Big Rivers. Any of the foregoing may, by notice given hereunder to each of the others, designate 
any further or different addresses to which subsequent notices, certificates, requests or other 
coinmunications shall be sent hereunder. 

SECTION 13.09 Holidays. If the date for making any payment or the last date for 
perfonnance of any act or the exercising of any right, as provided in this Indenture, shall be a 
legal holiday or a day on which banking institutions in the city in which is located the Principal 
Office of the Bond Trustee are authorized by law to remain closed, such payment may be made 
or act pelformed or right exercised on the next succeeding day not a legal holiday or a day on 
which such banking institutions are authorized by law to remain closed, with the same force and 
effect as if done on the nominal date provided in this Indenture, and no interest shall accrue for 
the period after such nominal date. 

SECTION 13.10 Captions. The captions or headings in this Indenture are for 
convenience only and in no way define, limit or describe the scope or intent of any provisions or 
sections of this Indenture. 
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ARTICLE XIV 
PORMS OF BONDS AND TRUSTEE’S CERTIFICATE 

OF AUTKENTICATION 

Sub,ject to the provisions of this Indenture, the Bonds and the certificate of authentication 
to be executed thereon by the Bond Trustee are to be in substantially the following forms, with 
necessary or appropriate variations, omissions and insertions as permitted or required by this 
Indenture. 

(Form of Legends for All Bonds) 

THIS BOND IS NOT A GENERAL OBLIGATION OF THE COUNTY A m  DOES NOT 
CONSTITI-JTE NOR GIVE RISE TO A PECUNIARY LIABILITY OF THE COUNTY OR A 
CHARGE AGAINST ITS GENERAL CREDIT OR TAXING POWERS. 

THIS BOND SHALL NOT CONSTITUTE AN INDEBTEDNESS OF THE COUNTY WITHIN 
THE MEANING OF THE CONSTITUTION OF KENT1 JCKY, BUT SHALL BE PAYABLE 
AS TO PRINCIPAL, AND INTEREST SOLELY FROM THE REVEMJES DERIVED FROM 
TlKE PAYMENTS MADE BY BIG RIVERS ELECTRIC CORPORATION UNDER THE 
NOTE (AS DEFINED HEREIN) AND FROM THE OTHER RECEIPTS AND REVENUES OF 
THE COTJNTY FROM THE FINANCING AGREEMENT (AS DEFINED HEREIN). THE 
BONDS ARE ISSUED UNDER THE PROVISIONS OF SECTIONS 103.200 THROTJGH 
103.285, INCLUSIVE, OF THE KENTUCKY REVISED STATUTES, AS AMENDED. 

[TJntil such time as the Bonds are no longer restricted to being registered in the 
registration books kept by the Registrar in the name of a Securities Depository, each Bond shall 
contain or have endorsed thereon the following legends:] 

AS PROVIDED IN THE INDENTtJRE REFERRED TO HEREIN, UNTIL THE 
TERMINATION OF THE SYSTEM OF BOOK-ENTRY ONLY TRANSFERS THROUGH 
THE DEPOSITORY TRUST COMPANY, NEW YORK, NEW YORK, TOGETHER WITH 
ANY SUCCESSOR SECTJRITIES DEPOSITORY APPOINTED PURSUANT TO THE 
INDENlTJRE (“DTC”), AND NOTWITHSTANDING ANY OTHER PROVISION OF THE 
INDENTURE TO THE CONTRARY, (A)THIS BOND MAY BE TRANSFERRED, IN 
WHOLE RUT NOT IN PART, ONLY TO A NOMIME OF DTC, OR BY A NOMINEE OF 
DTC TO DTC OR NOMINEE THEREOF AND (B)A PORTION OF THE PRINCIPAL 
AMOUNT OF THIS BOND MAY BE PAID OR REDEEMED WITHOUT SURRENDER 
HEREOF TO THE TRUSTEE. DTC OR A NOMINEE, TRANSFEREE OR ASSIGNEE OF 
DTC OF THIS BOND MAY NOT RELY UPON THE PRINCIPAL AMOUNT INDICATED 
HEREON AS THE PRINCIPAL, AMOUNT HEREOF OUTSTANDING AND UNPAID. THE 
PRINCIPAL AMOUNT HEREOF OUTSTANDING AND TJNPAID SHALL FOR ALL 
PIJRPOSES BE THE AMOUNT NOT THERETOFORE PALD AS DETERMINED IN THE 
MANNER PROVIDED IN THE INDENTTJRE. 

UNLESS THIS BOND IS PRESENTED BY AN AIJTHORIZED OFFICER OF DTC (A) TO 
THE REGISTRAR FOR REGISTRATION OF TRANSFER OR EXCHANGE OR (B) TO THE 
PAYING AGENT FOR PAYMENT OF PRINCIPAL OR REDEMPTION PRICE, AND ANY 
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BOND ISSUED IN REPLACEMENT HEREOF OR STJBSTITUTION HEREFOR IS 
REGISTERED IN THE NAME OF DTC OR ITS NOMINEE OR SIJCE.1 OTHER NAME AS 
REQUESTED BY AN AUTHORIZED REPRESENTATIVE OF DTC AND ANY PAYMENT 
IS MADE TO DTC OR TI’S NOMINEE, ANY TRANSFER, PLEDGE OR OTHER USE 
HEREOF FOR VALXJE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL 
BECATJSE ONLY THE REGISTERED OWNER HEREOF, CEDE & CO., AS NOMINEE OF 
DTC, HAS AN INTEREST HEREIN. 

[FORM OF BOND] 

No. R- $ 

COUNTY OF OHIO, I<ENTUCI<Y 
POLLUTION CONTROL REFUNDING REVENUE BONDS, SERIES 2010A 

(BIG RIVERS ELECTRIC CORPORATION PROJECT) 

REGISTERED OWNER: 
PRINCIPAL AMOUNT: 
BOND DATE: 
INTEREST RATE: 
CUSTP: DOLLARS 

County of Ohio, Kentucky, a public body corporate and politic duly created and existing 
as a county and political subdivision under the Constitution and laws oE the Commonwealth of 
Kentucky, TJnited States of America (together with any successor to its duties and functions, the 
“County”), for value received hereby promises to pay (but only out of the “Receipts and 
Revenues of the County from the Financing Agreement” as hereiii defined and out of the other 
security pledged therefor) to the registered owner named above or registered assigns, on July 15, 
2031 upon the presentation and surrender hereof, the principal sum set forth above and to pay 
(but only out of the Receipts and Revenues of the County from the Financing Agreement and out 
of the other security pledged therefor) interest on said principal sum from the date hereof until 
payment of said principal sum has been made or duly provided for, at the rate of 6.00% per 
annum (coniputed on the basis of a 360-day year consisting of twelve 30-day months), 
semiannually on January 15 and July 15 each year, commencing on January 15, 2011. The 
principal of and interest on this Bond are payable at the principal corporate trust office of U.S. 
Bank National Association (the “Bond Trustee”), or of its successor as Bond Tnistee, or, at the 
option of the owner of this Bond, at the principal office of any co-paying agent appointed in 
accordance with the Indenture (as hereinafter defined); provided, however, that, subject to the 
next succeeding paragraph, interest may be payable, at the option of the Bond Trustee, by check 
or draft drawn upon the Bond Trustee and mailed to the registered address of the registered 
owner of this Bond as of the close of business on the fifteenth (15th) day prior to the applicable 
interest payment date, or, at the written request of the registered owner of Bonds (as defined 
herein) in an aggregate principal amount greater than or equal to $1,000,000 delivered to the 
Bond Trustee on or prior to such fifteenth (15th) day prior to such payment date, by wire transfer 
per the instructions of such registered owner as set forth in such request. Payment of the 
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principal of and interest on this Bond shall be in any coin or currency of the United States of 
America as, at the respective times of payment, shall be legal tender for the payment of public 
and private debts. 

Notwithstanding any other provision of this Bond to the contrary, so long as this Bond 
shall be restricted to being registered on the registration on books of the County kept by the 
Registrar in the name of the Securities Depository (as defined in the hereinafter defined 
Indenture) for this Bond, the provisions of the Indenture governing Book Entry Bonds (as 
defined in the Indenture) shall govern the manner of payment of the principal of and interest on 
this Bond. 

This Bond is one of a duly authorized series of the County’s revenue bonds designated as 
“Pollution Control Refunding Revenue Bonds, Series 2010A (Big Rivers Electric Corporation 
Project)” (the “Bonds”) aggregating in outstanding principal amount upon original issuance of 
$83,300,000 issued or to be issued under and pursuant to the Constitution and laws of the 
Commonwealth of Kentucky, particularly the Industrial Building Revenue Bond Act (Sections 
103.200 through 103.285, inclusive) of the Kentucky Revised Statutes, as amended (the “Act”), 
and the Trust Indenture, dated as of June 1, 2010 (the “Indenture”; capitalized terms used herein 
and not otherwise defined herein are as defined in the Indenture) between the County and the 
Bond Trustee. The Bonds are being issued to refund bonds previously issued by the County to 
refund bonds previously issued by the County to finance certain pollution control facilities (the 
“Facilities”) for Big Rivers Electric Corporation, a nonprofit rural electric cooperative 
corporation organized and existing under the laws of the Commonwealth of Kentucky (“Rig 
Rivers”). The Facilities are located at Big Rivers’ D.B. Wilson Plant TJnit No, 1, a coal-fired 
steam electric generating plant located within the geographic boundaries of the County and 
wholly-owned by Big Rivers (the “Plant”). 

The Bonds are equally and ratably secured, to the extent provided in the Indenture, by the 
pledge thereunder of the “Receipts and Revenues of the County from the Financing Agreement,” 
which term is used herein as defined in the Indenture and which as therein defined means all 
payments to the County by Big Rivers under the Loan Agreement, dated as of June 1, 2010, 
between the County and Big Rivers (the “Financing Agreement”) and the corresponding note 
(the “Note”) of Big Rivers delivered pursuant to the Financing Agreement to the County, and all 
receipts of the Bond Trustee credited by the provisions of the Indenture against such payments 
and by the other security pledged therefor under the Indenture. The County has also pledged and 
assigned to the Bond Trustee as security for the Bonds other rights and interests of the County 
under the Financing Agreement. The Note is secured, on a parity basis with certain outstanding 
indebtedness of Big Rivers, by assets of Big Rivers under the Indenture, dated as of July 1, 2009, 
between Big Rivers and U.S. Bank National Association, as trustee, as supplemented and 
amended. 

As more fully provided in the Indenture, this Bond does not constitute an obligation to 
which the full faith and credit of the County is pledged but is a limited obligation of the County, 
which is obligated to pay the principal of and interest on this Bond only out of the Receipts arid 
Revenues of the County from the Financing Agreement and the other security pledged therefor 
under the Indenture. No holder of this Bond shall ever have the right to compel any exercise of 
the taxing power of the County to pay this Bond or interest thereon, nor to enforce payment 
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thereon against any property of the County. This Bond shall not constitute a charge, lien or 
encumbrance, legal or equitable, upon any property of the County. This Bond, including interest 
hereon, is payable solely from the revenue pledged to the payment hereof, as authorized in the 
Act, and does not constitute a debt of the County within the meaning of any constitutional or 
statutory limitation. 

The Bonds shall not constitute an indebtedness of llie County within the meaning of the 
Constitution of Kentucky, but shall be payable as to principal and interest solely from the 
revenues derived from the payments made by Big Rivers under the Note and from the other 
Receipts and Revenues of the County from the Financing Agreement. 

Reference is hereby made to the Indenture and the Financing Agreement, copies of which 
are on file with the Bond Trustee, for the provisions, among others, with respect to the nature and 
extent of the rights, duties and obligations of the County, Big Rivers, the Bond Trustee and the 
owner of this Bond, the terms upon which this Bond is issued and secured, and the modification 
or amendment of the Indenture or the Financing Agreement, to all of which the registered owner 
of lhis Bond assents by the acceptance of this Bond. 

This Bond is transferable, as provided in the Indenture, only upon the registration books 
maintained by the Registrar, which shall be the Bond Trustee, kept at its principal office, upon 
presentation at said office of this Bond with the written request of the registered owner hereof or 
its attorncy duly authorized in writing, and a written instrument of transfer satisfactory to the 
Registrar duly executed by the registered owner or its duly authorized attorney. The Registrar 
shall not be obliged to make any exchange or transfer of this Bond during the fifteen (15) days 
next preceding an interest payment date or, in the case of any proposed redemption of the Bonds, 
next preceding the date of the mailing of the notice of such redemption. The Registrar shall not 
be required to make any exchange or transfer of this Bond if it has been called for redemption. 

The Bonds are issuable in the form of fully registered Bonds without coupons in the 
denomination of $S,OOO each or integral multiples thereof. Upon payment of any required tax or 
other governments charge and subject to such conditions, Bonds, upon the surrender thereof at 
the principal office of the Registrar, with a written instrument of transfer satisfactory to the 
Registrar, duly executed by the registered owner or its duly authorized attorney, may, at the 
option of the registered owner thereof, be exchanged for an equal aggregate principal amount of 
Bonds of the same interest rate and in any other authorized denominations. 

The Bonds are subject to redemption in whole or in part (and if less than all of the Bonds 
are to be redeemed, by lot or in such manner as shall be determined by the Bond Trustee) prior to 
maturity at any time on or after July 15, 2020 by the County, upon the exercise by Big Rivers of 
its option to prepay all or a part of the unpaid balance of the Note, at a redemption price of 100 
percent of the principal amount thereof, together with interest accrued thereon to the date fixed 
for redemption. 

In the manner and with the effect provided in the Indenture, upon any prepayment of the 
Note by Big Rivers under the provisions of Article X of the Financing Agreement, the Bonds 
shall be redeemed out of the amounts received in prepayment of the Note, prior to maturity as a 
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wholc, or in part, at any time at the principal amount thereof plus accrued interest to the 
redemption dale. 

In the event any Bonds are called for redemption, the Bond Trustee shall give notice, in 
the iiame of the County, of the redeniption of such Bonds, which notice shall specify the Bonds 
to be redeemed, the redemption date and the place or places where amounts due upon such 
redemption will be payable, which shall be the principal corporate trust office of the Bond 
Trustee as paying agent for the Bonds, and the principal office of any co-paying agent for such 
Bonds, and, if less than all of the Bonds are to be redeemed, the numbers of such Bonds to be 
redeemed. Such notice shall be given by mailing a copy of the redemption notice by first-class 
mail, postage prepaid, at least thirty (30) days prior to the date fixed for redemption to the 
owners of the Bonds to be redeemed at the addresses shown on the registration books maintained 
by the Bond Trustee, as Registrar; provided, however, that failure duly to give such notice by 
maiIing, or any defcct therein, shall not affect the validity of any proceedings for the redemption 
of such Bonds. All Bonds so called for redemption shall be deemed not to be outstanding under 
the provisions of the Indenture from the date upon which there shall have been deposited with 
the Bond Trustee moneys or obligations as specified by the Indenture sufficient to pay when due 
the principal of, premium, if any, and interest due and to become due on or prior to the 
redemption date. All Bonds so deemed to be not outstanding will cease to bear interest on the 
specified redemption date. 011 presentation and surrender of Bonds so called for redemption at 
the place or places of payment, such Bonds shall be paid and redeemed. 

The Bonds may be redeemed by the County only at the direction of Big Rivers. Big 
Rivers may elect to exercise such direction on a conditional and revocable basis, or on an 
unconditional and irrevocable basis. If the direction and call for redemption is on a conditional 
and revocable basis, then Big Rivers is under no obligation to provide the funds necessary to 
effect such redemption and, if it elects not to do so, then the Bonds called for redemption will not 
be redeemed, and neither Big Rivers nor the County shall be liable to any Bondowner for this 
failure to redeem, all as provided for in the Indenture. 

Pursuant to the Financing Agreement, payments sufficient for the prompt payment when 
due of the principal of and interest on the Bonds are to be paid to the Bond Tiustee for the 
account of the County and deposited in a special account created by the County and have been 
pledged for that purpose. 

The registered owner of this Bond shall have no right to enforce the provisions of the 
Indenture, or to institute action to enforce the covenants therein, or to take any action with 
respect to any default under the Indenture, or to institute, appear in or defend any suit or other 
proceeding with respect thereto, except as provided in the Indenture. 

All acts, conditions and things required by the Constitution and statutes of the 
Commonwealth of Kentucky, the governing rules and procedures of the County and the 
Indenture to exist, to have happened arid to have been performed precedent to and in the issuance 
of this Bond, do exist, have happened and have been peiformed. 

No covenant or agreement contained in this Bond or the Indenture shall be deemed to be 
a covenant or agreement of any official, officer, agent or employee of the County in his or her 
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individual capacity, and neither the members of the Board of County Commissioners of the 
County nor any official executing this Bond shall be liable personally on this Bond or be subject 
to any personal liability or accountability by reason of the issuance of this Bond. 

This Bond shall not be entitled to any benefit under the Indenture or be valid until this 
Bond shall have been authenticated by the execution by the Bond Trustee, or its successor as 
Bond Timtee, of the Certificate of Authentication inscribed hereon. 

I N  WITNESS WHEREOF, County of Ohio, Kentucky, has caused this Bond to be 
executed by the Judge/Executive of the County by his or her signature, and has caused the 
corporate seal of the County to be affixed, impressed or reproduced hereon and attested by the 
Fiscal Court Clerk of the County with his or her signature. 

COUNTY OF OHIO, KENTUCKY 

Count y JudgeExecutive 

[SEAL] 

ATTEST: 

R y: 
Fiscal Court Clerk 

(Form of Bond Trustee’s Certificate of Authentication) 

This is to certify that this Bond is one of the Bonds described in the within mentioned 
Indenture. 

U.S. BANK NATIONAL ASSOCIATION, 
as Bond Trustee 

~ - -  By : 
Authorized Officer 

Date of Authentication: 

OHS East: 160594 187.10 
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IN WITNESS WHEREOF, as of June 8, 2010, County of Ohio, Kentucky, has caused 
these prcsents lo be sibmed in its name and behalf by the Judge/Executive of thc County and its 
official seal to be hereunto affixed and attested by the County Coui t Clcrk, and to evidence its 
acceptance of the tiusts kcieby created, 1J.S. Bank National Association has caused these 
presents to be signed in its name and on its beliali by one of its Trust Officers and the saiix to be 
attested by its Secretary or an Assistant Secreta1 y .  

Attest: 

Ti list Indentuie 



U.S. BANK NATIONAL ASSOCIATJON 

I-rust Indenture 
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COMMONWEALTH OF ICENTUCKY ) 

comw OF OHIO 1 
) ss. 

-4 The foregoing instrument was acluiowledged before me this R' day of June, 201 0 ,  by 
David G. Jones, as Judge/Executive of Llie County of Ohio, Kentucky, and by Cheryl Mori is, as 
Fiscal Courl Cleilc ofthe County of Ohio, Kentucky. 

(SEAL,) 

Trust Indenture 
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STATE OF NEW YORK j 

COUNTY OF NEW YORK 1 
j ss. 

The foregoing instrument was acknowledged before me this !& day of June, 2010, by 
Philip G. Kane, Jr., as Authorized Officer of 1J.S. Bank National Association. 

My Coinmission Expires: 5 1 I 1 1 % o i l  

JOSE 1. WEWq 

M 01 DE5078255 
Notstry PuMlc, strate of NW ytM( 

Trust Indenture 
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LOAN AGREEMENT 

Between 

COUNTY OF OHIO, IU3NTIJCICY 

and 

BIG RIVERS ELECTRIC CORPORATION 

Dated as of June 1,2010 

Relating to 

$83,300,000 
COUNTY OF OHIO, KENTUCKY 

Pollution Control Refunding Revenue Bonds, Series 2010A 
(Rig Rivers Electric Corporation Project) 
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LOAN AGREEMENT 

This LOAN AGREEMENT (this “Agreement”), dated as of June 1, 2010, between 
COUNTY OF OHIO, KENTUCKY, a public body corporate and politic duly created and 
existing as a county and political subdivision under the Constitution and laws of the 
Commonwealth of Kentucky (togcther with any successor to its duties and functions, thc 
“County”) acting by and through its Fiscal Court which is the governing body of the County, and 
BIG RIVERS ELECTRIC CORPORATION, a nonprofit rural electric cooperative 
corporation organized and existing under the laws of the Commonwealth of Kentucky (“Big 
Rivers”). 

W ITNES SETI-I: 

WHEREAS, the County is a public body corporate and politic duly created and existing 
as a county and political subdivision under the Constitution and laws of the Commonwealth of 
Kentucky and is authorized and empowered by law, including particularly the provisions of the 
Industrial Building Revenue Bond Act (Sections 103.200 through 103.285, inclusive) of the 
Kentucky Revised Statutes, as amended (such Act, and collectively with all future acts 
supplemental thereto or aincndatory thereof, the “Act”), to issue bonds and loan the proceeds 
thereof to a rural electric cooperative corporation to refund bonds previously issued by the 
County to finance the acquisition of pollution control facilities; and 

WHEREAS, by a resolution adopted by the Fiscal Court o€ the County on September 9, 
1980, the County agreed to finance the Facilities for Big Rivers; and 

WHEREAS, the County initially fiiianced the Facilities by issuing the 1982 Bonds and 
loaning to Big Rivers the proceeds thereof which Big Rivers used to pay a portion of the costs of 
the Facilities; and 

WHEREAS, the County financed thc refunding of the 1982 Bonds by issuing the 1985 
Bonds and loaning to Big Rivers the proceeds thereof which Big Rivers used to retire tlie 1982 
Bonds; and 

WHEREAS, the County financed the refunding of tlie 1985 Bonds by issuing the 2001 
Bonds and loaning to Big Rivers the proceeds thereof which Big Rivers used to retire tlie 1985 
Bonds; and 

WHEREAS, Big Rivers has requested the County to issue $83,300,000 aggregate 
principal amount of its “Pollution Control Refunding Revenue Bonds, Series 201 OA (Big Rivers 
Electric Corporation Project)” (the “Bonds”) and to loan the proceeds thereof to Big Rivers for 
the purpose of providing funds to r e f h d  by redemption the 2001 Bonds; and 

OHS East: 1 G0594940. I O  



WHEREAS, the County and Big Rivers propose that the County so refund the 2001 
Bonds by depositing into escrow tlie proceeds of the Bonds and certain other funds provided by 
Big Rivers in sufficient amounts to effect such refunding by redemption of the 2001 Bonds on 
June 23, 2010 in accordance with the terms of tlie 2001 Indenture and an Escrow Deposit 
Agreement, dated as of June 1, 20 10 (tlie “Escrow Deposit Agreement”), among the County, Big 
Rivers and the trustee named therein; and 

WHEREAS, the County will issue tlie Bonds under the Indenture and loan tlie proceeds 
thereof to Rig Rivers under this Agreement, and the Bonds shall be secured by, among other 
things, a pledge of this Agreement, certain revenues of the County received pursuant to this 
Agreement and a note issued to evidence Big Rivers’ payment obligations hereunder (the 
“Note”), wliicli Note will be issued pursuant to the First Supplemental Indenture, dated as of 
June 1, 2010, supplemental lo the Indenture, dated as of July 1, 2009, between Big Rivers and 
LJ.S, Bank National Association, as trustee (the “Rig Rivers Indenturc”), and secured on a parity 
basis with all other obligations secured thereunder; and 

WHEREAS, tlie execution and delivery of this Agreement and the Indenture and the 
issuance of the Bonds have been in all respects duly and validly authorized by an ordinance of 
the Fiscal Court of the County; and 

WHEREAS, the Kentucky Department of Natural Resources and Environmental 
Protection has ccrtified that the Facilities, as designed, are in furtherance of the purposes of 
abating or controlling atmospheric pollutants or contaminants or water pollution; and 

WEIEREAS, the County makes the following findings and determinations: (a) the 
Facilities constitute “pollution control facilities” within the meaning of Section 103.246 of the 
Act, (b) the acquisition and financing of the Facilities inures to the public interest and constitutes 
the performance of a proper governmental purpose with the result that atmospheric, solid waste 
and water pollution in the Commonwealth may be abated and controlled to the maximum 
possible extent, (c) tlie issuance of the Bonds is and will be for a public purpose and tends to 
further the purpose of the Act and, in addition, aids in the retention of existing industry through 
the control of pollution, (d) the Facilities are located wholly within the geographic boundaries of 
the County, (e) title to the Facilities is held by Big Rivers and will not be acquired by the 
County, (f) the statutory mortgage lien provided for by Section 103.250 of the Act shall not 
apply to the Facilities, (g) the principal amount of tlie Bonds (together with funds provided and 
to be provided by Big Rivers) is necessary to effect the refbnding of the 2001 Bonds and to pay 
all premiums, expenses and commissions required to be paid in connection with the issuance of 
the Bonds and the refunding of the 2001 Bonds, and (h) tlie issuance of the Bonds, the refunding 
of tlie 2001 Bonds, the loan of the proceeds of tlie Bonds to Big Rivers for this purpose and the 
execution, delivery and performance of the Bonds, tlie Indenture and this Agreement are, in all 
respects, perrnitted by the Act and conform to the requirements of tlie Act. 

NOW, THEREFOW, for and in consideration of the premises and the mutual 
covenants hereinafter contained, the parties hereto formally covenant, agree and bind themselves 
as follows: 
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ARTICLE I 

DEFINITIONS 

SECTION 1.1. Definitions. In addition to terms otherwise defined in this 
Agreement, when used in this Agreement, the following capitalized terms shall have, except 
where the context indicates otherwise, the respective meanings set forth below. 

“Act’ means the Industrial Building Revenue Bond Act (Sections 103.200 through 
103.285, inclusive) of the Kentucky Revised Statutes, as amended, and all acts supplemental 
thereto or amendatory thereof. 

“Adnziriistration Expenses” shall mean the reasonable and necessary expenses incurred by 
tlie County with respect to this Agreement, the Indciiturc and ally transaction or event 
contemplated by this Agreement or the Indenture, including the compensation and expenses paid 
to the Bond Trustee. 

“Ag~eeimnt” shall mean this Loan Agreement and any amendinelits and supplements 
hereto. 

“Big Rivers” shall rnean Big Rivers Electric Corporation, a nonprofit rural electric 
cooperative corporation organized and existing under the laws of the Commonwealth of 
Kentucky, and its lawful successors and assigns. 

“Big Rivers Indentiire” shall mean the Indenture, dated as of J ~ l y  1, 2009, between Big 
Rivers and IJqS. Bank National Association, as trustee, as supplenieiited or amended from tinie to 
time, including as supplemented by the First Supplemental Indenture, providing for the issuance 
of the Note, aiid as also amended and supplemented by any alternate indenture or mortgage. 

“Big Rivers Representative” shall mean any one of the following officers and/or 
employees of Big Rivers: (i) the Prcsident and Chief Executive Officer, (ii) tlie Senior Vice 
President, Financial and Energy Services and Chief Financial Orficer or (iii) any other officer or 
employee of Big Rivers at the time designated to act on behalf of Big Rivers by a written 
certificate furnished to the County and tlie Bond Trustee containing the specimen signature of 
such person and signed on behalf of Big Rivers by any one of the above-described officers 
and/or employees. Such certificate may designate one or more alternates. 

“Boi?cl Fzmd” shall mean the h n d  created by Section 4.01 of tlie Indenture. 

“ B o ~ d  Trustee” shall mean the trustee under the Indenture, or any successor corporate 
trustee. 

“Bonds” shall mean the County’s “Pollution Control Refunding Revenue Bonds, Series 
20 1 OA (Big Rivers Electric Coi-poration Project)” authorized under the Indenture. 

“Bz{siness Dny” shall mean any day on which (i) banks located in New York, New York, 
and the city in which the principal office of the Bond Trustee is located is not required or 
authorized to be closed and (ii) The New York Stock exchange is open. 
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L ‘ C ~ ~ ~ ~ 7 t y  Re~nesentatii)e” shall mean the County .Judge/Executive of the County or any 
othcr person at the time designated to act on behalf of the County by written certificate furnished 
to Big Rivers and the Bond Trustee containing the spcciinen signature of such person and signed 
on behalf of the County by the County JudgeExecutive. Such certificate may designate one or 
inore alternates. 

“ESCI’OH~ Deposit Agr.eeimi7t” shall mean the Escrow Deposit Agreement dated as of June 
1,201 0 among Big Rivers, the County and the Escrow Deposit Trustee. 

“ESCI’UM) Deposit Twstee” shall mean 1I.S. Bank National Association, in its capacity as 
trustee under the Escrow Deposit Agreement. 

“Facilities” shall mean those air and water pollution control and sewage and solid waste 
disposal facilities located at tlie Plant whicli were financed with the proceeds of the 1982 Bonds. 
The Facilities are listed on Exhibit A hereto. 

“First Szpplenze~tal Indenture” shall mean the First Suppleinental Indenture, dated as of 
June 1 , 2010, between Big Rivers and T.J.S. Bank National Association, as trustee under the Big 
Rivers Indenture. 

“Fiscal COZII”~” shall mean the Fiscal Court of the County or any successor governing 
body of the County. 

“liidentttre” shall mean the Trust Indentxire for the Bonds, dated as of June 1, 2010, 
between tlie County and the Bond Trustee, including any indeiitures supplemental thereto or 
amendatory thereof. 

“I17~erest Pa~w7enf Dote” shall have the meaning set foi-th in the Indenture. 

“1954 Code” shall mean the Internal Revenue Code of 1954, as amended, and the 
regulations promulgated thereunder. 

“1982 Bonds” shall mean the $82,500,000 aggregate principal amount of the County’s 
“Pollution Control Interim Bonds, Series 1982 (Big Rivers Electric Corporation Project)” 
previously issued by the County to finance a portion of tlie cost of tlie Facilities. The 1982 
Bonds were retired with the proceeds of the 1985 Bonds and are no longer outstanding. 

“1985 Bonds” shall mean the $83,300,000 aggregate principal amount of the County’s 
“Variable Rate Demand Pollution Control Refunding Bonds, Series 1985 (Big Rivers Elcctric 
Corporation Project)” previously issued by the County to refund the 1982 Bonds. The 1985 
Bonds were retired with the proceeds of tlie 2001 Bonds and are no longer outstanding. 

“1 986 Act” means the Tax Reform Act of 1986. 

“1986 Code” shall mean the Internal Revenue Code of 1986, as amended, and the 
regulations promulgated thereunder. 
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“Note” shall mean the first mortgage note issued by Rig Rivers under the First 
Supplemental Indenture and this Agreement, which Note is secured by the Big Rivers Indenture 
on a parity with all other notes secured by the Big Kivcrs Indenture. 

‘LOpinion of Bond Counsel” shall mcan an opinion in writing signed by an attorney or 
firm of attorneys experienced in the field of municipal bonds whose opinions are generally 
accepted by purchasers of municipal bonds arid who is acceptable to the Bond Trustee. 

“Outstanding,” when used with respect to the Bonds, shall have the meaning set forth in 
the Indenture. 

“Plant” shall mean the D.B. Wilson Plant Unit No. 1, a coal-fired steam electric 
generating plant located within the geographic boundaries of the County and wholly-owned by 
Big R.ivers. 

“Tax CertiJicate and Agreement” shall mean the Tax Certificate and Agreement by and 
between the County and Big Rivers. 

“2001 Bonds” shall mean the $83,300,000 aggregate principal amount of the County’s 
“Pollution Control Refunding Revenue Bonds, Series 200 1 A (Big Rivers Electric Corporation 
Project), Periodic Auction Reset Securities (PARS)”. 

“2001 Indenfure” shall mean the Trust Indenture dated as of August 1, 2001 between the 
County and US. Bank Trust National Association, as trustee, under which the 2001 Bonds were 
issued and secured. 

ARTICLE I1 

REPRESENTATIONS AND WARRANTIES 

SECTION 2.1. Represenlotions And Warranties By The Cozmty. The County 
represents and warrants that: 

(a) The County is a public body corporate and politic duly created and existing as a 
county and political subdivision under the Constitution and the laws of the Commonwealth. 

(b) The County has the corporate power to execute, deliver and perfoiin this 
Agreement and the Indenture and to make the loan to Big Rivers hereunder, and has taken all 
necessary corporate action to authorize such loan on the terms and conditions hereof and to 
authorize the execution, delivery and performance of this Agreement and the Indenture, and the 
issuance, execution and delivery of the Bonds. 

(c) The County is not in default under any of the provisions of the laws of the 
Commonwealth which would affect its existence, or its powers referred to in the preceding 
paragraph (b), and the execution, delivery and perforniance by the County of this Agreement and 
the Indenture (i) to the best knowledge of the County, will not violate any provision of any 
applicable law or regulation or oE any order, writ, judgment or decrce of any court, arbitrator or 
governmental authority, and (ii) will not violate any provision of, or constitute a default under, or 
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(except as provided in the Indenture) result in the creation or imposition of any lien on any of the 
assets of the County pursuant to the provisions of, any mortgage, indcnture, contract, agreement 
or other undertaking to which the County is a party or which, to the best knowledge of the 
County, purports to be binding upon the County or upon any o€ its assets. 

(d) Under existing statutes and decisions, no Federal, state or local taxes on income 
or profits are imposed on the County. 

(e) The Facilities constitute and will constitute “pollution control facilities” within 
the meaning of Section 103.246 of the Act. 

SECTION 2.2. Representatiom Arid Wcirranties By Big Rivers. Big Rivers 
represents and warrants that: 

(a) Big Rivers is a nonprofit rural electric cooperative corporation duly organized, 
validly existing and in good standing under the laws of the Commonwealth, and lias the 
corporate power to own its assets and to transact the business in which it is engaged, and tlie 
conduct of Rig Rivers’ business does not make necessary the qualification or licensing of Big 
Rivers as a foreign corporation in any other state or jurisdiction. 

(b) Big Rivers has the corporate power to enter into, and to perform and observe the 
covenants and agreements on its part contained in, this Agreement, the Big Rivers Indenture, the 
First Supplemental Indenture, the Escrow Deposit Agreement and the Note, and by proper 
corporate action lias duly authorized the execution and delivery of this Agreement, the Big 
Rivers Indenture, the First Supplemental Indenture, the Escrow Deposit Agreement and the Note. 
The execution and delivery of this Agreement, the Big Rivers Indenture, the First Supplemental 
Indenture and the Escrow Deposit Agreement do not, and the execution and delivery of the Note 
and the consummation of the transactions contemplated hereby and thereby and the Eulfillment of 
the terms hereof and thereof will not, conflict with or result in a breach of any of the terms, 
conditions or provisions of any restriction or any agreement or instrument to which Big Rivers is 
now a party or by which it is bound, or constitute a default under any of the foregoing or result in 
the creation or imposition of any prohibited lien, charge or encumbrance of any nature 
whatsoever upon any of tlie property or assets of Big Rivers under the terms of any instrument or 
agreement. 

(c) Synclxonization of the Plant was completed on September 24, 1984. 

(d) The Facilities (i) are designed to meet or exceed applicable federal, 
Coinmonwealth and local requirements now in effect €or the control of air and water pollutioii 
and are used to abate or control air and water pollution or contamination by removing, altering, 
disposing of or storing pollutants, contaminants, wastes or heat and the Facilities as designed 
constitute “air or water pollution control facilities” within the meaning of Section 103(b)(4)(F) of 
the 1954 Code or (ii) are used for the collection, storage, treatment, utilization, processing or 
final disposal of sewage or solid waste and constitute “sewage or solid waste disposal facilities” 
within the meaning of Section 103(b)(4)(E) of the 1954 Code. 

(e) The Facilities consist of either land or property subject to the allowance for 
depreciation under Section 167 of the 1986 Code. 
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(f) The Facilities constitute “pollution control facilities” within the meaning of 
Section 103.246 of the Act. 

(g) The Commonwealth’s Department of National Resources and Environmental 
Protection (predccessor of National Resources arid Environmental Protection Cabinet), having 
appropriate jurisdiction, has certified that the Facilities, as designed, are in fuidtherance of the 
purposes of abating or controlling atmospheric pollutants or coiltaminants or water pollution. 

(11) The information furnished by Big Rivers and filed by the County with the Internal 
Revenue Service pursuant to Section 103( 1) of tlie 1954 Code was true and correct as of the date 
of filing of said information. 

ARTICL,E IT1 

TERM OF AGREEMENT 

SECTION 3.1. Term of This Agreement. This Agreement shall remain in full 
force and effect from the date of delivery hereof until such time as all of the Bonds shall have 
been fully paid or provision made for such payment pursuant to the Indenture, and all 
reasonable and necessary Administration Expenses and fees and expenses of the Bond Trustee 
and any paying agent accrued and to accrue through final paynient of the Bonds and all other 
Administration Expenses and other liabilities of Rig Rivers accrued and to accrue through final 
payment of the Bonds hereunder have been paid. 

ARTICLE IV 

ISSUANCE OF BONDS AND LOAN OF PROCEEDS 

SECTION 4.1. Issaiaiice of tlie Bonds; Loaii of Proceeds to Big Riirers; 
Prepayment of 2001 Note aiid Redeniption of 2001 Boids; Use of Proceeds. 

(a) The County agrees to deposit with the Escrow Deposit Tiustee pursuant to the 
Escrow Deposit Agreement funds necessary, together with funds provided by Big Rivers, to 
refund by redemption the 2001 Bonds on June 23, 2010, resulting in a prepayment of the 2.001 
Note relating to the 2001 Bonds. In order to provide funds for such purpose, the County agrees 
to sell and cause to be delivered to the initial purchasers thereof tlie Bonds. 

(b) The County will deposit such amount of the proceeds of the Bonds with the 
Escrow Deposit Trustee in accordance with the 2001 Indenture and the Escrow Deposit 
Agreement. 

(c) Simultaneously with the issuance and delivery of the Bonds to the purchasers 
thereof, Big Rivers will cause to be transferred to the Escrow Deposit Trustee such amounts as 
Big Rivers shall be required to provide to effect the refunding of the 2001 Bonds. 

SECTION 4.2. Agreenient as to Ownership and Use oftlie Facilities. The County 
aiid Big Rivers agree that title to the Facilities shall be in and remain in Big Rivers and that the 
Facilities shall be the sole property of Big Rivers in which the County shall have no interest. 
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SECTION 4.3. Ii7vestii7ei7t c?fMoneys. All moneys held as a part of the Bond Fund 
shall be invested or reinvested and transferred to other funds by tlie Bond Trustee as providcd in 
AI ticle V oftlie Indenture. 

ARTICLE V 

PROVISION FOR REPAYMENT OF LOAN BY BIG RIVERS 

SECTION 5.1. Repayments By Big Rivers. Big Rivers agrees to repay the loan 
made by the County to Big Rivers hereunder of the proceeds of the Bonds by paying to the 
County an amount su€ficient to pay, when due, all principal of and interest on the Bonds, which 
obligation will be evidenced by the Note. In satisfaction of its obligation undcr this Section 5.1, 
Big Rivers agrees to pay to the Bond Trustee for the account of tlie County all payments when 
due on tlie Note; provided, however, that if for any reason the amounts paid to the Bond Trustee 
by Big Rivers on the Note, together with any other amounts available in the Bond Fund, are not 
sufficient to pay the principal of or interest on the Bonds when due, Big Rivers agrees to pay 
the amount required to make up such deficiency. 

SECTION 5.2. Credits. Any amounts which are in the Bond Fund at the close of 
business of the Bond Trustee on the Business Day immediately preceding any payment date on 
the Note shall be credited against the payments due by Big Rivers on such payment date on tlic 
Note. 

If any or all of the Bonds then Outstanding are called for redemption, any amounts 
contained in the Bond Fund on such redemption date shall be credited against the payments due 
by Big Rivers on the Note. 

The principal amount of any Bonds held by tlie Bond Trustee on the maturity date of the 
Note which are to be applied by the Bond Trustee as a credit against the next required sinlting 
fund redemption pursuant to the Indenture shall, to the extent riot previously credited as provided 
for in this paragraph, be credited against the obligation of Big Rivers with respect to payment of 
principal of the Note due on such maturity date. 

SECTION 5.3. Execution A17d Delivery Of The Nofe. Coricurrently with the sale 
and delivery by the County of the Bonds, in order to evidence the obligation of Big Rivers to 
pay an amount sufficient to pay the principal of and interest on the Bonds when due, Big Rivers 
shall execute and deliver to the Bond Tiustee the Note substantially in the forin attached as 
Exhibit B to the First Supplemental Indenture. The Note shall be nontransferable by the Bond 
Trustee except as required to effect assignment thereof to any successor Bond Trustee under the 
Indenture. 

SECTION 5.4. Payi.nei7f Of Certnin Fees And Expei7ses. Big Rivers agrees to pay 
the reasonable fees and actual out-of-pocket expenses (including counsel fees) necessarily 
incurred by the County in connection with the Bonds, the issuance and sale thereof and the 
transactions contemplated by the Indenture, the Big Rivers Indenture, the Note and this 
Agreement and in connection with the services of the Bond Trustee and any co-paying agents 
designated pursuant to Sections 9.19 and 9.20 of the Indenture (except those incurred as a 
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result of tlie negligence or bad faith of thc County or tlie Bond Trustee or co-paying agent), as 
and whcn tlic same bccome duc, upon submission by the Bond Trustee or any paying agent of a 
statcmcnt therefor; provided, however, that Big Rivers may, without creating a defaiilt 
hereunder, contest in good faith tlie necessity for and reasonableness of any such fees or 
expenses. 

SECTION5.5. Pajwes Of Pajwzenfs. The payments to be made on the Note 
pursuant to Section 5.1 hereof shall be paid directly to the Bond Trustee for the account of the 
County and shall be deposited into the Bond Fund in accordance with this Agreement, the Note 
and the Indenture. The payments to be made to the Bond Trustee or any paying agent pursuant 
to Sectioii 5.4 hereof shall be paid directly to the Bond Trustee or such paying agent for its own 
use. 

SECTION 5.6. Taxes And Other Govemniental Charges. Big Rivers will pay 
promptly, as the same become due, all taxes and governmental charges of any lcind whatsoever 
that may at any time be lawfully assessed or levied against or with respect to the Facilities. 
Compliance by Big Rivers with the provisions of the Big Rivers Indenture shall constitute 
compliance with this Section 5.6. 

SECTION 5.7. Obligutioiis Of Big Rivers ZJmondifioiial. The obligations of Big 
Rivers to make the payments pursuant to this Agreement and the Note shall be absolute and 
unconditional and shall not be subject to any defense (other than payment) or any right of 
setoff, counterclaim or recoupment arising out of any breach by the County of any obligation to 
Big Rivers, whether liereunder or otherwise, or out of any indebtedness or liability at any time 
owed to Big Rivers by the County. IJntil such time as the principal of and interest on tlie Bonds 
shall have been fully paid or provision for tlie payment thereof shall have been made in 
accordance with the Indenture, Big Rivers (i) will not suspend or discontinue, or permit the 
suspension or discontinuance of, any payment provided for lierein or in the Note, (ii) will 
perforni arid observe all of its other agreements contained in this Agreement and in the Note 
and (iii) except as provided in Section 5.8 hereof, will not terminate this Agreement for any 
cause including, without limiting tlie generality of the foregoing, any acts or circumstances that 
may constitute failure of consideration, destruction of or damage to tlie Facilities, coniinercial 
frtistration of purpose, any change in the tax or other laws or administrative rulings of or 
administrative actions by the United States of America or the Cornrnonwealth of ICentucky or 
any political subdivision of either, or any failure of the County to pcrform and observe any 
agreement, whether express or implied, or any duty, liability, or obligation arising out of or 
connected with this Agreement, whether express or implied. Nothing contained in this Section 
5.7 shall be construed to release the County from the performance of any agreements on its part 
herein contained; and in the cvent tlie County shall fail to perform any such agreement, Big 
Rivers may institute such action against the County as it deems necessary to compel 
performance, provided that no such action shall violate the agreements on the part of Big Rivers 
contained herein Big Rivers may, however, at its own cost and expense prosecute or defend 
any action or proceeding or take any other action involving third persons which it deems 
reasonably necessary in order to secure or protect its right of possession, occupancy and use of 
the Facilities or the Plant, and in such event the County hereby agrees to cooperate fully with 
Big Rivers. 
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SECTION 5.8. Temiinution Oj Obligalions Under Note. At the time when all of 
tlie Bonds cease to be Outstanding under the Indenture, the Note issued iii connection with the 
issuance of the Bonds shall become void and shall be retuincd to Big Rivers. 

ARTICLE VI 

MAINTENANCE; INSURANCE; CONDEMNATION 

SECTION 6.1. &iaintenance; Iniprovei~zerzts; Disposition. During the term of this 
Agreement, Big Rivers will, at its own expense, cause the Facilities to be maintained, preserved 
and kept in good repair, working order and coiiditioii and will from time to time cause to be 
made all proper repairs, renewals and replacements thereof. Big Rivers may also, at its own 
expense, make from time to time any modifications or improvements to thc Facilities, provided 
such modificatioiis or iniproveinents do iiot impair the character of the Facilities as a “projeci” 
within the meaning of the Act or impair the exclusion of interest on the Bonds from gross 
income for federal income tax puiposes. All such modifications and improvements shall 
become a part of tlie Facilities. 

Big Rivers may sell or otherwise dispose of‘ its interest in aiiy element of the Facilities (in 
whole or in part), upon compliance with the provisions of‘ tlie Big Rivers Indenture to the extent 
it is applicable to the Facilities. In the event that the Bond Trustee receives any moneys pursuaiit 
to the Big Rivers Indenture as tlie result of aiiy such sale or disposition, upon coinpliarice with 
the provisions of tlie Big Rivers Indenture, such moneys shall be deposited by the Bond Trustee 
into the Bond Fund and applied in accordance with the Indenture. 

SECTION 6.2. ’I~wzn.ance. Big Rivers will, at its owii expcrise, provide or cause to 
be provided insurance against loss or’ damage, less appropriate dcductibles, to its interest in the 
Facilities. Compliance with Section 13.8 of the Big Rivers Indenture shall be deemed 
coinpliaiice with this Section 6.2. 

SECTION 6.3. IJse of Insurance and Condeemnaiion Proceeds. Any moneys 
received by the Bond Trustee pursuant to the Big Rivers Indenttire froin aiiy payment in respect 
of any insurance described in Section 6.2 hereof or condemnation award, upon compliance with 
the Big Rivers Indenture, shall be forthwith deposited into the Bond Fund and applied in 
accordance with tlie Indenture. 

ARTICLE VI1 

SPECIAL COVENANTS 

SECTION 7.1. No Warranty Qf Con~lljfion Or Saritability By The County. The 
County makes no warranty, either express or implied, as to the Facilities or that they will be 
suitable for Big Rivers’ purposes or needs. 

SECTION 7.2. Further Assur.ances. The County and Big Rivers agree that they 
will, from time to time, execute, aclcnowledge and deliver, or cause to be executed, 
acluiowledged and delivered, such supplenierits hereto and such further instruriieiits as may 

013s East: 160594940. I O  .-1o-. 



reasonabl y be required for carrying out the intention of or facilitating the perhinance of this 
Agi eeinent. 

SECTION 7.3. Azithori@ Of’ Big Rivers Repesei7tative. Whenever undes the 
provisions of this Agreement the approval of Big Rivers is required or the County is required to 
take some action at the request of Big Rivers, such approval or such request shall be made by 
the Big Rivers Representative unless otherwise specified in this Agreement, and the County or 
the Bond Trustee are each authorized to act on any such approval or request. Big Rivers shall 
have no coinplaint against the County or the Bond Trustee as a result of any such action taken. 

SECTION 7.4. Autl7ority Of Comfy Represerilative. Whenever under the 
provisions of this Agreement the approval of the County is required, or Big Rivers is required 
to take some action at the request of the County, such approval or sucli request shall be made by 
the County Representative unless otherwise specified in this Agreement, and Big Rivers or the 
Bond Trustee are each authorized to act on any such approval or request. The County shall 
have no complaint against Big Rivers or the Bond Trustee as a result of any such action taken. 

SECTION 7.5. Use of Facilities. So long as Big Rivers operates the Facilities, the 
Facilities shall be used for the purpose of air or water pollution control as described in Section 
103(b)(4)(F) of the 1954 Code or the disposal of sewage or solid waste within the meaning of 
Section 103(b)(4)(E) of the 1954 Code. 

SECTION 7.6. No Ahaleineizt Of Note Payiiients. It is understood and agreed that 
Big Rivers shall be obligated to continue to pay the amounts specified in Article V hereof arid 
in the Note whether or not the Facilities are damaged, destroyed, talcen in condemnation or 
become obsolete (including economic obsolescence) and that there shall be no abatement or 
postponement of any such payments by reason thereof. 

SECTION 7.7. Ainendn7ents To Indenture. The County shall not execute or permit 
any amendment or supplement to the Indenture which affects any rights, powers and authority 
of Big Rivers under this Agreement or under the Note or requires a revision o€ this Agreement, 
the Note or the Big Rivers Indenture without the prior written consent of Big Rivers. 

SECTION 7.8. Tax Covei7uiifs. 

(a) Big Rivers covenants that it will not take any action which would adversely affect 
the exclusion of the interest on the Bonds from gross income €or federal income tax purposes 
pursuant to Section 103(a) of the 1954 Code, and will take, or require to be taken, such acts as 
may from time to time be required under applicable law or regulation to continue the exclusion 
of the interest on the Bonds from gross income for federal income tax purposes. In furtherance 
of those covenants, Big Rivers agrees to comply with the Tax Certificate and Agreement. 

(b) Big Rivers covenants that it will not take any action or fail to take any action with 
respect to the Bonds which would cause the Bonds to be “arbitrage bonds” within the meaning of 
Section 148 of the 1986 Code, as incorporated into the 1954 Code by the 1986 Act. 

(c) Big Rivers covenants that it will not use or permit the use of any property 
financed or refinanced with the proceeds of the Bonds by any person (other than the 
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Commonwealth or local governinental unit) in such manner or to such extent as would result in 
loss of the exclusion of the intercst on the Bonds froin gross income for federal income tax 
purposes (other than during the period the Bonds are held by a “substantial user” of the facilitics 
financed or refinanced with the proceeds of the Bonds or a “related person” within the meaning 
of Section 103(b)(6)(C) of the 1954 Code). 

Notwithstanding any other provisions of this Agreement to the contrary, so long as 
necessary in order to maintain the exclusion of interest on the Bonds from gross income for 
federal income tax purposes under Section 103(a) of the 1954 Code, the covenants in this Section 
shall survive the paymcnt for the Bonds and the interest thereon, including any payment or 
defeasance thereof pursuant to the Indcnture. 

SECTION 7.9. Reserved. 

ARTICLE VI11 

ASSIGNMENT 

SECTION 8.1. Assigniiient By Big Rivers. This Agreement may be assigned by 
Big Rivers without the necessity of obtaining tlie consent of either the County or the Bond 
Trustee, subject, however, to each of the following conditions: 

(a) No assignment shall relieve Big Rivers from primary liability for any of its 
obligations hereunder, and in the event of any such assignment Big Rivers shall continue to 
remain primarily liable for payments of the amounts specified in the Note and in Article V hereof 
and for performance and observance of the other agreements on its part herein provided to be 
performed and observed by it to the same extent as though no assignment had been made. 

(b) The assignee shall assume the obligations of Big Rivers hereunder to the extent of 
the interest assigned. 

(c) Big Rivers shall, within fifteen (15) days after the delivery thercof, furnish or 
cause to be furnished to the County, Standard &; Poor’s, a division of The McGraw-Hill 
Companies, Inc., Moody’s Investors Service, Inc., or their respective successors, and to the Bond 
Trustce a true and complete copy of each such assignment and assumption of obligation. 

SECTION 8.2. Assignment And Pledge By County; Indenture Pr*ovisioizs. Solely 
pursuant to the Indenture, the County shall assign its interest in and pledge any moneys 
receivable under Section 5.1 of this Agreement and the Note, including the right of possession 
of the Note, to the Bond Trustee as security for payment of the principal of and premium, if 
any, and interest on the Bonds, but each such assignment or pledge shall be subject to this 
Agreement. Big Rivers consents to such assignment and pledge. Big Rivers also agrees to be 
bound by, observe, and perform its obligations under, the provisions in tlie Indenture referring 
to Big Rivers or imposing conditions, obligations or requirements on Big Rivers under this 
Agreement, the Note or the Big Rivers Indenture. 
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ARTICLE IX 

EVENTS OF DEFAULT AND REMEDIES 

SECTION 9.1. Events Of Defuult Dejned. The following shall be “events of 
default’’ under this Agreement and the term “event of default” sliall mean, whenever uscd in 
this Agreement, any one of the following events: 

(a) Failure by Big Rivers to pay when due any amoiint required to be paid under the 
Note to the Bond Trustee for deposit into the Bond Fund. 

(b) Acceleration of payment of any Obligation (as defined in the Big Rivers 
Indenture) secured by the Big Rivers Indenture pursuant to an “event of default” as such term is 
defined in Article VI11 of the Big Rivers Indenture. 

(c) Big Rivers files a petition in banlauptcy or is adjudicated as banlcrupt or 
insolvent, or malces an assignment for the benefit of its creditors, or consents to the appointment 
of a receiver of itself or-of its property, or institutes proceedings for its reorganization, or 
proceedings instituted by others for its reorganization are not dismissed within thirty (30) days 
after the institution thereof, or a receiver or liquidator of Big Rivers or of any substantial portion 
of its property is appointed and the order appointing such receiver or liquidator shall not be 
vacated within thirty days aftcr the entry thereof. 

SECTION 9.2. Remedies 017 Defazill. Whencvcr any cvcnt of dcfault referred to 
in Section 9.1 hereof shall have happened and be continuing, the County, or the Bond Trustee 
as provided in the Indenture: 

(a) shall, by written notice to Big Rivers, upon the acceleration of maturity o€ the 
Bonds as provided in Section 8.01 of the Indenture, declare an amount equal to the principal of 
and accrued interest on the Note to have matured and therefore to be immediately due and 
payable, whereupon the same shall mature and becomc inimediatcly due and payable; and 

(b) may take whatever action at law or in equity may appear necessary or desirable to 
collect the amounts payable by Rig Rivers hereunder and under the Note, then due and thereafter 
to be due, or to enforce performance and observance of any obligation, agreement or covenant of 
Big Rivers under this Agreement or uiider the Note, whether for specific performance of any 
covenant or agreement contained herein or therein or in aid of the execution of any power herein 
granted. 

Any amounts collected pursuant to action taken under this Section 9.2 shall be paid into 
the Bond Fund and applied in accordance with the provisions of the Indenture. 

SECTION 9.3. No Remedy Exclzrsive. No remedy herein conferred upon or 
reserved to the County or the Bond Trustee is intended to be exclusive of any other available 
remedy or remedies, but each and every such remedy shall be cuinulative and shall be in 
addition to every other remedy given under this Agreement or now or hereafter existing at law 
or in equity or by statute, subject to the provisions of the Indenture. No delay or omission to 
exercise any right or power accruing upon any event of default shall impair any such right or 
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power or shall be construed to be a waiver thereof, but any such right or power may be 
exercised from timc to tiinc and as often as may be deemed expedient. In order to entitle the 
County to exercise any remedy reserved to it in this Article IX, it shall not be neccssary to givc 
any notice, other than notice required herein. Such rights and remedies given the County 
hereunder shall also extend to tlie Bond Trustee and the holders of the Bonds, subject to the 
provisions of the Indenture and the Big Rivers Indenture, 

SECTION 9.4. Agreeineiit To Pa}) Attoriieys’ Fees And Expenses. In the event Big 
Rivers should default under any of the provisions of tliis Agreement and the County or tlie 
Bond Trustee or their agents should einploy attorneys or incur other expenses for the collection 
of amounts payable hereunder or the enforcement of the performance or observance of any 
obligation or agreement on the part of Big Rivers herein or in the Note contained, Big Rivers 
will on demand therefor pay to the County or the Bond Trustee, as tlie case may be, the 
reasonable fee of such attorneys and such other reasonable expenses incurred by the County or 
the Bond Trustee. 

SECTION 9.5. Waiver And Rescissio1i Oj Acceleration lJnder Iiideiiture. In the 
evcnt any agreement contained in this Agreement or in the Note should be breached by Big 
Rivers or the County and thereafter waived by the other party, such waiver shall be limited to 
the particular breach waived and shall not be deemed to waive any other breach hereuiidcr or 
thereunder. Notwithstanding the foregoing, a waiver of an Event of Default under the Indenture 
or a rescission of a declaration of acceleration of the Bonds and a rescission and annulment of 
its consequences shall constitute a waiver of the corresponding event of default under this 
Agreement arid a rescission and annulment of its consequences, including any acceleration of 
maturity of principal of and interest on the Note; provided, that no such waiver or rescissions 
shall extend to or affect any subsequent or other default hereunder or impair any right 
consequent thereon. 

SECTION 9.6. Reiiiedial Rights Assigiied To Boiid Trustee. All rights and 
remedies conferred upon or resewed to the County in this Article IX, including the right to 
waive events of default, shall upon the execution and delivery of the Indenture be deemed to 
have been assigned to the Bond Trustee and the Bond Tiustee shall have the exclusive right to 
exercise such rights and remedies in the same manner and under the limitations and conditions 
that the Bond Trustee is entitled to exercise rights and remedies upon the occuinmce of an 
Event of Default pursuant to Article VI11 of the Indenture. 

SECTION 9.7. Rescission Of Acceleration Required By Big Rivers Iiideriture. 

(a) If at any time following a declaration of acceleration pursuant to an Event of 
Default under Section S.Ol(c) of the Indenture, and prior to payment of the Bonds pursuant to 
such acceleration, the Bond Trustee shall receive written notice that the acceleration of the 
Obligations under the Big Rivers Indenture has been rescinded, then the Bond Trustee shall 
rescind any declaration of acceleration of the maturity of principal of and interest on the Bonds. 
In the event of such rescission of a declaration of acceleration of the Bonds, the Bond Trustee 
shall also rescind any declaration of acceleration of the maturity of the Note. 
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(b) In case of any such rescission, then and in every such case the County, the Bond 
Trustec and Big Rivers shall be restored to their former positions and rights liereunder 
respectively, but no such rescission shall extend to any subsequent or othcr default or event of 
default, or impair any right consequent thereon, nor shall such rescission extend to any instance 
in which the holder of any note securcd by tlie Big Rivers Indenture other than the Notc has 
subsequent to a request for rescission declared all unpaid principal of and accrued interest on 
such other note to be due and payable immediately. 

PREPAYMENT OF THE NOTE 

SECTION 10.1. Optional Prepyinei7ts. Big Rivers shall have, and is hereby 
granted, subject to tlie provisions of the Big Rivcrs Indenture, the option to prepay all or any 
portion of the unpaid balance of the Note at any time by taking thc actions required by the 
Indenture (a) to discharge the lien thereof through the redemption of all or part of the Bonds 
under Section 3.01 of the Indenture, or (b) to effect the partial redemption of all or a part of 
such Bonds under Section 3.01 of the Indenture. 

SECTION 10.2. Exercise Of Optiorial Prepayment. To exercise an option granted 
in Section 10.1 hereof to prepay the Note and thereby redeem some or all of the Bonds, Big 
Rivers shall give written notice to the County and the Bond Trustee at any time during the 
period beginning with (and including) the 45th day prior to the date of redemption and ending 
with (and including) the 30th day prior to the date of redeniption. Such notice shall specify (i) 
that tlie Bonds are being redeemed pursuant to Section 3.01 of the Indenture, (ii) the principal 
amount of Bonds to be redeemed and the premium, if any, payable on such redemption, and 
(iii) the date such Bonds are to be redeemed (which inust be a date permitted by Section 3.01 of 
the Indenturc). If, at the time Big Rivers gives this notice, the Bond Trustee does not have on 
deposit sufficient available funds to pay the principal of, premium, if any, and interest accrued 
and to accrue through the redemption date on the Bonds so called for rcdeinption, then Big 
Rivers’ notice of redeinptioii is conditional and revocable, that is, Big Rivers is under no 
obligation to provide, or cause to be provided, to the Bond Trustee funds to effect such 
redemption and, if it does not elect to do so by 12:OO noon, New York City time, on the 
redemption date, then the Bonds called for redemption shall riot be redeemed pursuant to tlie 
above-mentioned notice of redemption or the notice of redemption given by the Bond Trustee 
pursuant to subsection (b) of Section 3.03 of the Indenture. Neither of Rig Rivers nor the 
County or shall be liable to any Bondowncr if Big Rivers does not provide, or cause to be 
provided, funds sufficient to effect redemption of any such Bonds with the result that such 
Bonds are not redeemed on the redemption date specified in such notices. If, at the time Big 
Rivers gives this notice, the Bond Trustee has on deposit sufficient funds to effect such 
redemption, then Big Rivers’ notice is unconditional and irrevocable and the Bonds specified in 
the notice of Big Rivers and given by the Bond Trustee pursuant to subsection (b) of Section 
3.03 of the Indenture shall become due and payable at the specified redemption price (plus 
accrued interest) on the specified redemption date. 

LJpon receipt of a notice furnished pursuant to this Section 10.2, the County and the Bond 
Trustee, as provided in the Indenture, shall forthwith tale or cause to be taken all actions 
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necessary under the Indenture to discharge the lien of the Indenture or cffect the rcdemption of 
Bonds i n  accordancc with such notice, as the case may be. 

SECTION 10.3. A4uundufory Prepuynzei7ls. Big Rivers shall prepay all or a portion 
of the Note at the time or times and in tlie principal amount required to redeem all or such 
portions of the applicable Bonds required to be redeemed pursuant to Section 3.01 of the 
Indenture. 

ARTICLE XI 

MISCELLANEOUS 

SECTION 11.1. Notices, All notices, certificates, requests or other 
coininunications liereunder shall be sufficiently given and shall be decmcd given wlien mailed 
by registered mail, postage prepaid, addressed as follows: if to the County, to: Ohio County 
Fiscal Court, 30 1 South Main, Hartford, Kentucky 42347, Attention: County Judge/Executive; 
if to Big Rivers, to: Big Rivers Electric Corporation, 201 Third Street, Henderson, Kentucky 
42420, Attention: President and Chief Executive Officer; and if to the Bond Trustee, to: U.S. 
Bank National Association, Corporate Trust Services, 22.5 Asylum Street, 23rd Floor, Hartford, 
Connecticut 06103, Attention: Philip G. ICane, Jr. (Big Rivers 2010 Indenture), A duplicate 
copy of each notice, certificate, request or other communication given hcreunder by the County 
or Big Rivers shall also be given to the Bond Trustee, the County and Big Rivers. A party may, 
by notice given hereunder to each of the others, designate any further or different addresses to 
which subsequent notices, certiiicates, requests or other cominunications shall be sent. 

SECTION 11.2. Binding l i fecl. This Agreement shall inure to the benefit of and 
shall be binding upon the County, Big Rivers and their respective S U C C ~ S S O ~ S  and assigns. 

SECTION 11.3. Severabilifjt. In tlie event any provision of this Agreement shall be 
held invalid or unenforceable by any court of competent jurisdiction, such holding shall not 
invalidate or render unenforceable any other provision hereofq 

SECTION 11.4. Ainozrnts Remaining In Funds, It is agreed by the pasties hereto 
that any amounts remaining in the Bond Fund upon expiration or sooiier termination of this 
Agreement, as provided in this Agreement, after payment in full of the Bonds (or provision for 
paynieiit thereof having been made in accordance with the provisions of the Indenture), the 
fees, charges and expenses of the Bond Trustee and any paying agent in accordance with the 
Indenture and all other ainoimts required to be paid under this Agreement and the Indenture, 
shall belong to and be paid to Big Rivers by the Bond Trustee. 

SECTION 11.5. Bond Trustee Powers Under Big Rivers Indei7tui-e. The Bond 
Trustee is authorized in connection with the Big Rivers Indenture to execute and deliver all 
such further instruments as may be required by the provisions thereof and to exercise all the 
rights of a holder of the Note as it in its sole discretion deems to be in the best interests of the 
Bondowners and without the prior consent of the Bondowners or the County. 

SECTION 11.6. Amendments, Changes And Modijicatioiis. Except as otherwise 
provided in this Agrccincnt or in the Indenture, subsequent to the initial issuance of Bonds and 
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prior to their payment in full (or provision €or tlic payniciit thereof having been made in 
accordance with the provisions of the Indenture), this Agreement and the Note may not be 
effectively arnended, changed, modified, altered or terminated without the written coiisent of 
the Bond Trustee, given in accordance with the Indenture, 

SECTION 11.7. Execzr/ion In Coiinierparts. This Agreement may be executed in 
several counterpaits, each of which shall be an original and all of which together shall 
constitute but one and the same instrument. 

SECTION 11.8. Governing Laid). THIS AGREEMENT SI-IAL,L RE GOVERNED 
AND CONSTRI JED IN ACCORDANCE WITH THE LAWS OF THE COMMONWEALTH 
OF KENTLJCKY, WITHOUT REFERENCE TO THE CHOICE OF LAWS PROVISIONS OF 
THE COMMONWEALTH OF KENTUCKY. 

SECTION 11.9. Captions. The captions or headings in this Agreement are for 
convenience only and in no way define, limit or describe the scope or intent of any provisions 
or sections of this Agreement. 

SECTION 11.10. Pecitiziary Liability Of The Coz~nty. No provision, covenant or 
agreement contained in this Agreement or any obligations herein imposed upon the County, or 
the breach thereof, shall constitute or give rise to a pecuniary liability of the County or a charge 
against its general credit or taxing powers. In malting the agreements, provisions and covenants 
set foi-th in this Agreement, the County has not obligated itself except with respect to this 
Agreement and tlie application of' the revenues, income and all othcr property therefrom, as 
hereinabove provided. The Bonds shall not be payable from nor charged upon any funds other 
than the revenue pledged to the payment thereof, nor shall the Counly be subject to any liability 
thereon. No holder or holders of any of the Bonds shall ever have the right to compel any 
exercise of the taxing power of the Couiity to pay any such Bonds or the interest thereon, nor to 
enforce payment thereon against any property of the County. The Bonds shall not constitute a 
charge, lien nor encumbrance, legal or equitable, upon any property of the County. 

SECTION 11.11. Payiizei7fs Dzie On FIolidoys. If the date for malting any payinciit 
or the last date for pcrformance of any act or the exercising of any right, as provided in this 
Agreement or tlie Note, shall be a legal holiday or a day on which banking institutions in the 
city in which is located the principal office OC the Bond Trustee are authorized by law to remain 
closed, such payment may be made or act performed or right exercised on the next succeeding 
day not a legal holiday or a day on which such banking institutions are authorized by law to 
remain closed with the same force and effect as if done on the nominal date provided in this 
Agreement or the Note and no interest shall accrue for the period after such nominal date. 

SECTION 11.1 2. lieserved. 
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IN WITNESS WHEREOF, the County and Rig Riveis have caused this Agieement to bc 
executed in their respective COI porale iiaines by thcir duly authorized oficers and have caused 
their coi porate seals to be hereunto affixed and attested by their duly authorized officers, all as of 
the date first above written. 

c o m n  OF OHIO, KENTUCKY 

By: ,ci r & / Q  ‘Wb-6 

I Cou illy Ju d g ekxecu t ibk 
I #  

I /  

Attest: I 

Loan Agreement 
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BIG RIVERS ELECTRIC CORPORATION 

President and Chief Executive Offic 
Mark A. Bailey 

I k 
Attest: 

c 

By: 

Senior Vice President of Financial 
& Energy Services and Chief 
Financial Officer 



C OMM ON WE A LT1-I 0 F ICENTL J C I< Y ) 
1 ss 

CO'CJNTY OF OHIO ) 

I, the undersigned Notary Public in and for the Commonweall11 and County aforesaid, do 
liereby certify that on the fi day of June, 201 0, the foregoing instrument was produced to me 
in said County by David G, Jones and Cheiyl Morris, pelsonally known to me and personally 
Icnow by me to be the County JudgeEsecutive aiid Fiscal Court Cleik, respectively, of the 
COUNTY OF OHIO, KENTUCKY, and acknowledged befoie ine by them and each of them to 
be their fi ee act and deed as County Judge/Executive and Fiscal Coui 1 Cleric of such County, and 
the free act and deed of such County, as authorized by an oidinance of the Fiscal Court of such 
County. 

WITNESS my hand and seal this 8'' day of June, 2010. My coinmission expires 
-6 ..20/1 

Loan Agt'eemctil 
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STATE OF NEW YORK ) 

COUNTY OF NEW YORK 1 
ss 

I, the undersigned Notary Public in and for the State and County aforesaid, do hereby certify that 
on the 8th day of June, 2010, the foregoing instrument was produced to me in said County by 
Mark A. Bailey and C. William Blacltburn, personally ltnown to me and personally ltnown by lite 
to be President and Chief Executive Officer and Senior Vice President of Financial & Energy 
Services and Chief Financial Officer, respectively, of BIG RIVERS ELECTRIC 
CORPORATION, a nonprofit rural electric cooperative corporation incorporated under the laws 
of the Commonwealth of Kentucky, who being by me duly sworn, did say that the seal affixed to 
said instrument is the corporate seal of said corporation, and that said instrument was signed and 
sealed in behalf of said corporation by authority of its Board of Directors and said respective 
persons acknowledged before me said instrument to be the fiee act and deed of said corporation 
and to be their fiee act and deed as sucli officers of such corporation. 

WITNESS my hand and seal this 8th day of .Tune, 2010. My commission expires 

Loaii Agi ccmi:iit 



EXHIBIT A 
THE FACILITIES 

The following are the air and water pollution control facilities, sewage and solid waste disposal 
facilities and other facilities installed at or in connection with the Plant: 

1. Electrostatic Precipitator System - designed to remove flyash from the flue gases emitted from 
TJiiit 1’s boiler. Such facilities consist of two precipitators and transitional ducting. 

2. Sulphur Dioxide Removal Facility - corisists of a “wet spray type scrubber” system to remove 
sulphur from the flue gases emitted from Unit 1’s boiler. Such facilities consist of sulphur 
dioxide spray absorbers, lime and limestone receiving, storage, coiiveying and liandling 
Eacilities, flue gas reheat facilities, and transitional ducting. 

3. Run-off Retention Ponds - designed to provide settling of rain water suspended solids prior to 
discharge through normal drainage system. 

4. Waste Water Treatment Facilitv - consists of pH trim tank and clarifier to treat and process 
liquids from the following Items 6 ,7 , and 8. 

5. Coal Pile Run-off Pond-- designed to collect acidic water run-off from the station’s coal 
storage area. The facility includes a pond and pumping equipment. 

6. Waste Water Pond - designed to collect various Plant waste streams. The facility includes a 
pond and pumping equipment. 

7. Waste Impoundment Pond - designed to collect highly contaminated liquid wastes. The 
facility includes a pond and pumping equipment. 

8. Solid Waste Treatment Facility - designed to concentrate and process waste slurry from the 
dewatering system of the Sulphur Dioxide Removal Facility by addition of flyash and lime to 
produce a suitable landfill material. 

9. Sanitary Waste System - designed to process station sanitary wastes. 

10. Solid Waste Landfill Area - land required for placement of all Plant solid wastes. 

11. Flvash Collection Facility - designed to transport ash collected by the Electrostatic 
Precipitator System and consists of blowers, air locks and an ash transport and silo vent piping 
systern. 
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BIG RIVERS ELECTRIC CORPORATION 

1 
2 
3 

4 
5 

6 

7 
8 

9 
10 

11 
12 
13 
14 
1s 

16 

17 

18 

19 

20 

21 

22 
23 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCES OF IN EBTEDNESS 

CASE NO. 2012-00119 

esponse to the Kentucky Industrial Utility Customers’ 
In i t i a1 Reque s t for In for mati on 

Dated April 11,2012 

April 23, 2012 

Item 12) 
modifications or amendments to any  existing agreements or contracts, 
that have been, entered into by BREC, or are contemplated to be entered 
into by BREC, related to or in conjunction with BREC’s proposed new 
indebtedness to CoRank and CFC, with: 

Provide copies o f  any and all agreements or contracts, or any 

a. RUS, 
b. any entity providing credit or liquidity support to either the 

Series ZOlOARonds, or thre $58.8 million in Series 1983 
Pollution Control Bonds, 

e. any investment banking institution, 
d. or any other party. 

Response) 
a. Please see the attached amended Maximum Debt Balance 

Schedule for the RUS 2009 Promissory Series Note A. 

b. None. 

c. None. 

d. None. 

Witness) Mark A. Hite 

Case No. 2012-00119 
Response to RIUC 1-12 
Witness: Mark A. Bite 
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Big Rivers Electric Corporation 
RUS 2009 Promissory Series Note A 
Maximum Debt Balance Schedule 

alance After Quarterly Payment 
Revised June 29,2012 

Year 
Allowed Balance 

1st of Month ($OOOs)  
2012 
2012 
2013 
2013 
2013 
2013 
2014 
2014 
2014 
2014 
2015 
2015 
2015 
2015 
2016 
2016 
2016 
2016 
2017 
2017 
2017 
2017 
201 8 
2018 
2018 
2018 
2019 
2019 
2019 
2019 
2020 
2020 
2020 
2020 
202 1 
202 1 
202 1 

July 
October 
January 

April 
July 

October 
January 

April 
July 

October 
January 

April 
July 

October 
January 

April 

October 
January 

April 

October 
January 

April 

October 
January 

April 

October 
January 

April 

October 
January 

April 

July 

July 

July 

July 

July 

July 

84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
84,603 
78,053 
67,395 
56,546 
45,552 
34,409 
23,120 
11,635 

0 

Case No. 2012-00119 
Attachment for Response to KIIJC 1-12 

Witness: Mark A. Hite 
Page 1 of 1 





BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 

CASE NO. 2012-00119 
FOR APPRO TO ISSUE EVIDENCES OF INDEBTEDNESS 

esponse to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

Dated April 11,2012 

April 23,2012 

Item 13) Provide copies of th,e most recent ratings letter and 
accompanying discussion of its most current rating from each of th,e three 
credit rating agencies th,at have issued a credit rating to BREC. 

Response) Please see the attached documents. 

Witness) Mark A. Hite 

Case No. 2012-00119 
Response to KIUC 1-13 
Witness: Mark A. Nite 
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Big Rivers Electric Corporation 

-- - 
Key indicators ['I 

-I_____ 

Big Rivers Electric Corporation 

2008 3~YearRvg 2010 2009 

TIER I2I 1 2 x  0.9x 1 . 5 ~  1.2x 

DSCR 1 . 5 ~  0.9x 1.2x 1.2x 

FFO I Debt 2.5% 59.1% 5 9% 22.5% 

1 4 x  9 l x  1.8x 4 . 2 ~  FFO + Interest I interest 

Equity I Capitalization 31.8% 30.8% -17.4% 15.1% 

Ill All ratios Calculated In accordance with Moody 5 Electric G&T Cooperative Rnting Methodology using Moody I standard adjustmenu 

121 Moody's definitions may dilier from indenture covenants 
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Rating Drivers 

)) Stronger balance sheet resulting from deleveraging following the unwinding of 1998 
vintage transactions, which was completed in 2009 

n Ownership of competitively advantaged coal-fired generation plants 
)) 

n 

High industrial concentration to two aluminum smelters 

Rates subject to regulation by the Kentucky Public Service Commission (KPSC); 
General rate case pending 

Revenues from electricity sold under long-term wholesale power amtracts with member 
owners 
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I 212 553 0380 Big Rivers Electric Corporation is an electric generation and transmission cooperative 
(GBcT) headquartered in Henderson, Kentucky and owned by its three member system 
distribution cooperatives- Jackson Purchase Energy Corporation; Kenergy Corp; and 
Meade County Rural Electric Cooperative Corporation. These member system cooperatives 
provide retail electric power and energy to more than 112,000 residential, commercial, and 
industrial customers in 22 Western Kentucky counties. 
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Summary Rating Rationale 

The Baal senior secured rating considers the financial benefits of several steps taken by Big Rivers to 
unwind a lease and other transactions in 2008 and 2009 wherein its prior deficit net worth turned 
substantially positive, cash receipts were utilized to reduce debt, and two committed bank credit 
facilities aggregating $100 million were established to improve liquidity. Revenues generated from 
competitively priced power sold under long-term wholesale contracts with the three member owners 
should continue to support Big Rivers financial performance in keeping with its current rating level, 
while allowing capital expenditures to be largely met with internally generated funds. 

A significant constraint to Big Rivers’ rating is that one of its member owners, Kenergy Corp., makes a 
high concentration of its sales to two aluminum smelters (Cxntury Aluminum Company: C,orporate 
Family Rating B3; stable outlook and Rio Tinto A l a :  senior unsecured rating A3; stable outlook), 
both of whom face credit challenges due to the significant volatility in both metal prices and demand. 
In addition, these smelters have the option to terminate their respective power purchase arrangements, 
subject to a one-year nonce and other conditions. Big Rivers’ rating is further constrained because its 
rates are regulated by the KPSC, which is atypical for the G&T coop sector. 

Detailed Rating Considerations 

Financial Flexibility Improved Following Completion Of Unwind Of Historical 
Transactions In 2009 

In 2008, Big Rivers bought out two leveraged lease transactions and in 2009 completed a series of 
other steps to terminate another lease and ocher long-term transactions previously involving E.ON 
L7.S. U C  (formerly known as: L.G&E. Energy Marketing Inc.) and Western Kentucky Energy Cotp. 
These entities previously leased and operated the generacing units owned by Big Rivers. In turn, Big 
Rivers was purchasing the power from these units at generally fixed below market rates to use in 
servicing the requirements of its three members, exclusive of the load requirements of Kenergy’s two 
large aluminum smelters. At the same time, Big Rivers terminated other agreements and entered into 
various new arrangements whereby it now sells to Kenergy 850 Mw in aggregate for resale to the two 
aluminum smelters. This arrangement reintroduced a concentration of load risk for Big Rivers. Key 
credit positives resulting from consummation of all the unwind transactions were as follows: 
elimination of Big Rivers’ deficit net worth, with equity of $379.4 million at December 31, 2009, 
which increased to $38G.6 million as of December 31,2010 compared to a negative $155 million at 
12/31/2008, and partial utilization of the $505.4 million in cash payments received from E.ON IO 

repay about $140.2 million of debt owed to the Rural Urilities Service (RIJS) and to establish $252.9 
million of reserves. The reserves were comprised of: a $157 million Economic Reserve for future 
environmental and fuel cost increases; a $35 million Transition Reserve to mitigate potential costs if 
the smelters decide to terminate their agreements or otherwise curtail their load due to reduced 
aluminum production; and a $60.9 million Rural Economic Reserve, which would be used over two 
years to provide credits to rural customers upon full utilization of the Economic Reserve. 

As part of the unwind process, Big Rivers completed the buyout of leveraged leases with Bank of 
America and Phillip Morris Capital Corporation (DMCC) during 2008. Among t he  positive credit 
effects of the buyouts were removal of $922 million of defeased obligations (about $735 million of 
which was off-balance sheet), and removal of exposure to Ambac, albeit at a net cost of $120 million, 
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including a $12 million PMCC note. We note, however, that part of  the cash payment from E.ON 
upon consummation of unwinding all the various transactions included full reimbursement of Big 
Rivers’ lease buyout costs, and the $16 million remaining deferred loss on reacquired debt was written 
Off. 

Under a contract times interes earned rado (TIER) arrangement with the two smelters, Big Rivers is 
targeting a minimum TIER of 1.24x, which would leave ample cushion under its financial covenants 
and positioning itself favorably among its similarly rated peers. Under current market conditions, we 
expect that Big Rivers would file for rate relief as necessary, in the event that TIER drops below the 
1 . 2 4 ~  target. 

- - -  _ .  __. . _ _  
Coal-Fired Plants Represent Valuable Assets Even As Environmental Casts Loom 

Big Rivers owns generating capacity of about 1,444 megawatts (MW) in four substantially coal-fired 
plants. Total power capacity is about 1,824 MW, including rights to about 202 h4W of coal-fired 
capacity from Henderson Municipal Power and Light (HMPBcL) Station Two and about 178 MW of 
contracted hydro capacity from Southeastern Power Administration. The economics of power 
produced from these sources enables Big Rivers to maintain a solid competitive advantage in the 
Southeast and even more so when compared to other regions around the country. The consiaently 
high capacity factors and efficient operations of the assets results in average system wholesale rates to 
members around $36 per h4Wh (including the beneficial effects of the member rate smbiliry 
mechanism), which translates to member reail rates to residential customers around 8 cents per 1cWh.  

Because Big Rivers is substantially dependent on coal-fired generation, it faces a high degree of 
uncertainty with regard to future environmental regulations, including rhe form and substance those 
will take, the timing for implementation, and the amount of related costs to comply. We note that the 
Economic Reserve should help mitigate some of the need for initial rate increases to cover future 
compliance costs. 

Regulatory Risk Exists; However, Offsets Are Present 
- ... . . .  - .  - . -  . .  

Big Rivers is subject to regulation for rate setting purposes by the KPSC, which is atypical for the 
sector and can pose challenges in getting timely rate relief if and when needed. We view the existence 
of certain fuel and purchased power cost adjustment mechanisms available to Big Rivers as favorable to 
its credit profile since they can temper risk of cost recovery shortfalls if there is a mismatch relative to 
existing rate levels. Although Big Rivers did nor file for a general rate increase in 2010, additional 
revenues were generated under the fuel adjustment clause and through use of a portion of the various 
reserve funds. In keeping with the KPSC order issued on March 6, 2009 requiring Big Rivers to file 
for a general review of its financial operations and rates by July 16,20 12 (i.e. three years from the 
closing of the unwind transaction), Big Rivers filed a wholesale tariff rate m e  with the KDSC on 
March 1,201 1. The rate case is intended to bolster wholesale margins, while also addressing increased 
depreciation costs, administrative costs tied to joining the Midwest Independent Transmission System 
Operator (MISO) as outlined in more detail below, and maintenance costs incurred during scheduled 
generation plant outages. According to the filing, the requested increase in member wholesale tariff 
rates would equate to an estimated 6.85% (approximately $30 million) increase in total member 
revenue. Hearings have been scheduled for July 26Ih and 27th and a decision is expected in August 
201 1, with new rates to be effective September 1, 201 1. If the case is not decided in this time line, the 
regulatory process allows for interim rates to be put into effect, subject to refund. According to 
management at Big Rivers, the cooperative has not had a wholesale tariff rate increase in 20 years and 
i ts  existing depreciation study and tariffs have been in place since July 1998. We will continue to 
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monitor the proceedings in the pending case to determine the degree of supportiveness the KPSC 
provides for this request. Significant shortfills that compromise Big Rivers ability to achieve timely and 
full recovery of its costs of service and anticipated financial results could pressure its credit quality. The 
timing of future rate cases is likely to be influenced primarily by the outcome of future environmend 
assessments. 

Wholesale Power Contracts Are A Linchpin To Sound Credit Profile 

The substantial revenues derived under Big Rivers' long-term wholesale contracts with its members 
will continue as the contracts were extended by an additional 20 years to December 31,2043 when the 
unwind of transactions were completed in 2009. The low cost power provided under the contracts 
makes member disenchantment unlikely, even in the face of potential rate increases in the near term 
associated with the pending rate case and, in the medium to longer term, due to environmental 
compliance costs. The currently overall sound member profile provides assurance of this revenue 
stream, which is integral co servicing Big Rivers' debt. The potential for degradation in the 
creditworthiness of the smelters is a pamcular credit concern, only tempered in part by assurances of 
two month's worth of payment obligations covered by letters of credit from an A1 rated financial 
institution ( or some other form acceptable to Big Rivers) under certain circumsmces. 

Big Rivets' net margins for 2010 reflected improvement over 2009 results (exclusive of the effects of 
the unwind transactions on 2009 resulrs) as fundamental results in 2009 were negatively affected by 
costs related to a planned generation plant ourage at the D.B. Wilson plant in Centertown, Kentucky, 
which included a turbine overhaul. Also, during 2010 a considerable reduction in annual interest 
expense in line with substantially reduced debt following the unwind and non-operating margins 
resulting from accouncing treatment for cercain materials and supplies more than compensated for the 
effects of lower market prices for off-sysrem sales during 2010 compared to 2009. 

O n  a historical basis, Big Rivers dramatically improved its equity position whereby its equity to total 
capitalization is now over 30% thanks to significant debt reductions following the unwind. At this 
level, Big Rivers equity to total capitalization maps to the A category for this metric under the rating 
Methodology. Based on expected continuation of management's current practice of not returning 
patronage capiml back to members (a credit positive strategy in our view) we anticipate that the equity 
ratio should continue to improve as net margins are fully retained and little if any new debt is added 
over the next couple of years. We also note that Big Rivers' historical three-year average metria such as 
hinds from operations (FFO) to debt and FFO to interest ate particularly strong due to the one time 
effects of the unwind, and are therefore not sustainable at those levels Assuming the KPSC is 
supportive of Big Rivers' pending request for an increase in member wholesale tariff rates, then we 
anticipate that Big Rivers should map on average to the A or Baa ranges for other key metria, such as 
the times interest earned, the debt service coverage, FFO to interest and FFO to debt ratios. We would 
view a lack of substantial support for timely and full recovery of costs of service in rate case 
proceedings as a credit negative, which could cause downward pressure on the ratings for Big Rivers. 

Cancerns About Potential Loss Of Smelter Load Cannot Be Ignored 

Under historical operating conditions, the two smelters served by Kenergy can be expeeted to consume 
over 7 million MWh of energy annually, representing a substantial load concentration risk. As noted 
above, this risk is a significant constraint to Big Rivers' rating, making its operating and risk profile 
rather unique compared to peers. With Big Rivers' ongoing transmission capacity upgrade projeas 
nearing completion (expected by Q-4 201 I), either of the two smelters could serve a one-year notice of 
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termination of their contract at any time, Given the cost effective power being provided by Big Rivers 
to allow Kenergy to service this load, we do not currently expect the smelters to exercise this option. 
Moreover, in December 2010 Big Rivers became a transmission owning member of the Midwest 
Independent Transmission System Operator (MISO), thereby enhancing its reliability and ensuring 
compliance with mandated emergency reserve requirements established by regulators. This step, the 
anticipated compleuon of expansion of its own transmission lines in Q4 201 1 and legislation to 
permit sales to non-members, when coupled with the low cost of the power, should enhance Big 
Rivers’ ability to move excess power off system in the event that the smelters cancel their conrracts or 
otherwise reduce load due to curtailment of aluminum production d u e  to market and economic 
conditions. To the latter point, during 2009, Century Aluminum of Kentucky arranged for the orderly 
curtailment of one of its five potlines, pending improvemenr in economic conditions. Following 
improved economic and market conditions, Century completed its restart of the fifth potline in May 
201 1. During the period of time that Century Aluminum’s potline w a s  shut down, Big Rivers moved 
to sell into the open market the approximately 87 megawatts of capacity it would otherwise have been 
providing to Kenergy for service to the one Century Aluminum pot line. 

Liquidity 

Big Rivers supplements its internally generated funds with $100 million of unsecured committed 
revolver capacity, with National Rural Utilities Cooperative Finance Corporation (NRUCFC) and 
CoBank providing $50 million each. The NRIJCFC and CoBank facilities, which expire on July 16, 
2014 and July 16, 2012, respectively, replaced the smaller $15 million facility previously provided by 
NRUCFC, which was terminated upon completion of the unwind transactions in 2009. The $50 
million NRUCFC facility provides for issuance of up to $10 million of  letters of credit We view the 
significant increase in available bank credit as credit positive. As of May 31, 201 1 Big Rivers had 
approximately $67 million of unrestricted cash and equivalents on its book.;, and had substantial 
unused capacity under the two credit facilities as the only usage related to $5.6 million of letters of 
credit outstanding with NRUCFC. Assuming little change to future usage of the bank facilities and 
the cash position, as well as no change to management’s current policy of not returning patronage 
capital back to members, we anticipate that Big Rivers should be able to largely fund its anticipated 
short-term working capital needs, capital expenditures of about $52 million, and current maturities of 
long rerm debt of around $7 million during 201 1 without the need for new debt. Big Rivers does, 
however, face a more material RUS long-term debt maturity of about $76 million in 2012, most of 
which we anticipate will be refinanced and the balance retired. We also note that the CoBank facility 
expires within the next 12 months and we anticipate that Big Rivers will renew the facility well ahead 
of the expiration date. 

The quality of the alternate liquidity provided by the bank revolvers benefits from the multi-year tenor 
at the time they were arranged and the absence of any onerous financial covenants, which largely 
mirror the financial covenants in existing debt documents. Big Rivers is in compliance with those 
covenants and we expect that to remain so in the foreseeable future. Additionally, the NRUCFC 
facility benefits from no ongoing material adverse change (MAC) clause; however, the CoBank facility 
is considered of lesser quaity because of the ongoing nature of its MAC clause related to each 
drawdown. We would view an amendment to the CoBanlc revolver to eliminate the ongoing 
applicability of the MAC clause as part of the renewal and extension process to be a credit positive 
step. There are no applicable rating triggers in any of the facilities that could cause acceleration or puts 
of obligations; however, a ratings based pricing grid applies. 
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Structural Considerations 

As part of the unwinding of various transactions completed in 2009, Big Rivers replaced the previously 
existing RUS mortgage with a new senior secured indenture. IJnder the current senior secured 
indenture RUS and all senior secured debt holders are on equal footing in terms of priority of claim 
and lien on asseu. The current senior secured indenture provides Big Rivers with the flexibility to 
access public debt markets without first obtaining a case specific RL7S lien accommodation, while 
retaining the right to request approval from the RUS for additional direct borrowings under the RUS 
loan program, if they choose to do so- Given persistent questions about the availability of funds under 
the federally subsidized RLJS loan program, we consider the added flexibility of the current senior 
secured indenture to be credit positive. 

Rating Outlook 

The stable rating outlook is based on Big Rivers’ successful completion of the unwind transactions, 
thereby improving iu financial profile and repositioning itself to continue efficiently meeting the needs 
of its membea in the future. 

What Could Change the Rating - LJp 

Given the rating constraints linked to cusromer load concentration at Kenergy, rate regulation, and 
looming pressures tied to environmental issues, a rating upgrade is unlikely in the foreseeable future. 
Changes to eliminate rate regulation of cooperatives in Kentucky could contribute to a positive action, 
especially if it coincides with improvement in market conditions for the aluminum smelters and 
sustained improvement of FFO to interest and debt metria to near 2 . 3 ~  and 8%, respectively, on 
average. 

What Could Change the Rating Down 

Loss of significant load (Le. the smelters) that is not otherwise compensared for through off system 
power sales could contribute to a negative action, as would lack of regulatory support for substantial 
and timely recovery of costs. In terms of credit metria, if FFO to interest and debt falls below 2x and 
5%, respectively, for a sustained period of time, then rating pressure could result. 

Other Considerations 

Mapping To Moody‘s US. Electric Generation & Transmission Cooperatives Rating 
Methodology 

Big Rivers’ mapping under Moody’s I JS Electric Generation &Transmission Cbperative rating 
Methodology appears below and is based on historical data through December 31,2010 The 
Indicated Rating for Big Rivers’ senior most obligations under the Methodology is currently A2 and 
relies on the aforementioned historical quantitative data and qualitative assessments. In particular we 
note that the A2 Indicated Rating reflects improvement over the Baa2 Indicated Rating level from 
historical published reports, which were based on historical data only through 2008. We note that the 
improvement in the Indicated Rating under the Methodology largely stems from better scores for the 
fauors relating to dependence on purchased power and financial metria such as equity as a percentage 
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of capitalization, FFO to debt and FFO to interest, all of which improved upon completion of the 
unwind transactions. Notwithstanding a currently higher Indicated Rating for Big Rivers under the 
Methodology compared to its actual rating, the unique risks relating KO Big Rivers load concentration 
to the smelters and the fact that it is subject to rate regulation by the KPSC will likely persist and 
continue to constrain its rating level in the fumre. 

Rating Factors: 

- I  --- 
Big Rivers Electric Corporation 

U 5 Electric Generation &Transmission Cooperatives Aaa Aa A Baa Ba E 
Factor 1: Wholesale Power Contracts & Regulatory Status (20%) - PPI-_. 

a) % Member Load Served & Regulatory Status 

a) Board Involvement / Rate Adjustment Mechanism 

b) Purchased Power / Sales % 

c) N e w  Build Capex (% Net  PP&E) 

X 

Factor 2: Rate Flexibility (20%) 

X 

19% 

X 

d) Rate Shock Exposure X 

Factor 3: Member /Owner  Profile (10%) -- -~ 
16% - a) Residential Sales / Total Sales 

b) Members' Consolidated Equity / Capitalization 

Factor 4:  3-Year Average Financial M e t r i a  (40%) 

36% 

~- .-.--- I__ 

1 2 x  ----__ a) TIER 

b) DSC 1.2x 

c) FFO / Debt 22.5% 

d) FFO / interest 
~ -- 

4 . 2 ~  
-1 

e)  Equity / Capitalization 15 1% 

Factor 5: Size (10%) 

a) M W h  Sales (Millions o f  MWhs) 12.0 

$1 1 - - b) N e t  PP&E ($billions) 
I 

Ratinq 

a) Indicated Rating f rom Methodology 

b) Actual Rating Assigned (Senior Secured) 

A2 

Baal 
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Big Rivers Electric Corp. ICR 
lang Term Rating BBB-/Stable Affirmed 

Ohio Cnty, Kentucky 
Big Rivers Electric Corp., Kentucky 
Ohio Cnty (Big Rivers Electric Corp.) poll ctrl rfdg rev bnds (Big Rivers Elec Corp Proj) ser 2010A 

long Term Rating BBB-/Stable Affirmed 

Rationale 
Standard & Poor's Ratings Services has affirmed its 'BBB-' issuer credit rating on Big Rivers Electric Corp., Ky., and 
its 'BBB-' long-term rating on Ohio County, Ky.'s $8.3.3 million pollution control refunding revenue bonds, series 
2010A (Big Rivers Electric Corp. Project). The outlook is stable. 

Ohio County sold the bonds for the benefit of Big Rivers, which used bond proceeds to refund auction rate 
securities. We understand that the financing structure obligates the utility to unconditionally pay the county's bonds' 
debt service. Big Rivers issued a note to the county that provides it with a security interest in Big Rivers' assets under 
its mortgage indenture. The county's bonds' security interest is on par with the utility's senior-secured debt. Big 
Rivers' long-term debt totaled $817 million as of December 31,2010. 

The ratings reflect our view of the following credit weaknesses: 

We believe that the utility's extreme level of customer concentration and its leading customers' credit profiles 
represent meaningful credit exposures. The cooperative relies on two customers for about 65% of energy sales to 
members and .S3% of total member and nonmember energy sales. These two customers are aluminum smelters 
whose operations are vulnerable to economic cycles. 
In our opinion, the take-or-pay features of the retail power sales contracts between Big Rivers' distribution 
cooperative, Kenergy Corp., and the smelters are weak because the smelters can terminate their obligations with 
one-year's notice. 
The cooperative and its member distribution cooperatives are subject to state rate regulation that distinguishes 
Big Rivers from many other cooperatives that have autonomous ratemaking authority. Rate regulation could 
potentially expose the utilities' financial performance to delayed rate relief or cost disallowances, particularly if 
Big Rivers needs to reallocate the smelters' shares of fixed costs to its nonsmelter customers. 
Surplus energy sales in volatile wholesale markets account for about 16% of energy sales, are important to the 
utility's revenue stream, and help support its financial obligations. 
The cooperative is adding transmission capacity to increase physical access to wholesale markets. However, even 
with the additions, we believe the utility lacks the certainty of firm contractual transmission arrangements, which 
could frustrate the surplus power sales Big Rivers would need to make if the smelters reduce operations 
meaningfully or close. 
Nearly one-third of the utility's debt either does not amortize before maturity or has limited amortization, which 

Case No. 2612-00119 

Witness: Mark A. Hite 
Page 10 of 32 

Standard & Poor's I RatingsDirect on the Global Credit Portal I July 6,201 1 
Attachment for Response! 877322 3 e& 0 19 B U C  1-13 



Big Rivers Electric Corp., Kentucky Ohio County; Rural Electric Coop 

produces highly uneven debt service coverage ratios (DSCRs) and presents refinancing risk. 

decade and has a limited track record of generation operations. 
* In July 2009, Big Rivers regained operational control over generation assets it had not operated for more than a 

We believe these strengths temper the exposures: 

e The long-term wholesale power contracts between the utility and its three member distribution cooperatives 

* Members have exclusive rights to sell electricity in defined territories. 
* We believe that Big Rivers' members' retail rates are competitive and they could contribute to financial flexibility. 

However, members' favorable rates depend on the smelters' operating at high load factors that help absorb high 
fixed costs. Rate levels also benefit from the subsidies that  more than $200 million of rate mitigation reserves 
provide. 

provide a measure of revenue stream security. 

Henderson, Ky.-based Big Rivers is a generation and transmission cooperative that produces and procures electricity 
for sale to three member distribution cooperatives and their more than 112,000 retail customers. It relies on two 
aluminum smelters for more than half of operating revenues, which erodes revenue stream stability and 
predictability and distinguishes the utility from most cooperative utilities that generally earn the bulk of revenues 
from residential customers. Moreover, Big Rivers projects that it needs to sell surplus energy into competitive 
wholesale markets to support its financial obligations. Nonmember revenues accounted for about 16% of 2010's 
operating revenues. We believe that reductions in the smelters' operations and electricity consumption could increase 
market reliance. Also, declines in wholesale market electricity prices due to weak natural gas prices or abundant 
supplies could erode margins from market sales and place upward pressure on the costs that the utility's nonsmelter 
customers bear. 

Ou tloo k 
The stable outlook reflects our expectations that the sound debt service coverage Big Rivers projects could provide a 
financial cushion to service debt obligations under adverse conditions that could arise from the operational, 
financial and regulatory challenges the utility faces. We believe management needs to actively oversee these 
challenges to preserve credit quality. In our view, the ratings' upward potential is limited in the near term because 
the utility must refinance considerable bullet maturities, depends on volatile smelter loads for substantial revenues, 
and relies on volatile wholesale energy markets for meaningful portions of its revenue requirements. 

Customer Concentration Creates Concerns 
We believe Big Rivers faces an extreme level of customer concentration and it leading customers' credit profiles 
represent meaningful credit exposures. In 2010, two of the more than 112,000 end-use customers accounted for 
more than half of operating revenues. These two, Rio Tinto Alcan Inc. (Alcan; A-/Stable/A-2) and Century 
Aluminum Co. (B/Stable/--), are aluminum smelters whose operations and financial performance are exposed to 
extreme commodity price volatility. We believe these companies' economic viability hinges on aluminum prices and 
the economy's strength, among other things. Big Rivers expects Century's electricity purchases to provide about 
36% of its revenues, which meaningfully exposes the cooperative's financial performance to a single 
speculative-grade customer's cash flows. 
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If Alcan or Century reduces or ceases operations at  their Kentucky facilities, Big Rivers would need to sell surplus 
electricity in competitive wholesale markets in a bid to recover substantial portions of its fixed costs. The several 
agreements that Big Rivets, Kenergy, and the smelters signed provide that certain profits from market sales 
following curtailment inure to the smelters' benefit. The agreements also provide that the smelters must cover the 
cooperative's losses resulting from market sales following curtailment. 

Given Century's weak credit quality, its ability to make up shortfalls is questionable. If the smelters terminate 
operations, their Big Rivers obligations end. While the cooperative might retain profits from off-system sales in this 
scenario it will also bear the risk of losses. 

We believe that selling electricity in wholesale markets to cover debt service presents meaningful credit challenges 
because wholesale market sales represent speculative and unpredictable revenue streams. Wholesale markets expose 
utilities to volatile prices, competing market participants, operational uncertainties such as acquiring physical access 
to transmission capacity, and potentially higher liquidity needs. 

Retail Power Sales Contracts 
We believe that the take-or-pay features of the retail power sales contracts between Kenergy and the smelters are 
weak. 

Kenergy is one of Big Rivers' three member distribution cooperatives. It resells the cooperative's electricity to the 
smelters under power supply contracts expiring in 2023. These contracts have take-or-pay elements that require the 
smelters to pay for specific quantities of energy, irrespective of whether they need it. Yet we believe that these 
contracts' take-or-pay features are weak and do not provide meaningful credit protections. For example, the 
smelters can terminate their contracts on one year's notice without penalties if they close their Kentucky facilities. 

Financial Performance 
We believe Big Rivers' financial performance could suffer if the Kentucky Public Service Commission (PSC) does not 
provide timely rate relief or disallows costs, particularly if the utility needs to reallocate the smelters' shares of fixed 
costs to its nonsmelter customers. 

In our view, if the smelters close their operations and Big Rivers cannot fully recoup the smelters' share of fixed 
costs through surplus electricity sales in competitive wholesale markets, its nonsmelter retail customers might need 
to bear substantial additional costs. The cooperative will not have control over revenues from electricity sales in 
competitive wholesale markets to compensate for eroded smelter activity. Moreover, it can only recover shortfalls 
from the nonsmelter retail customers if it and its distribution cooperative members can obtain rate relief from the 
Kentucky PSC. 

Big Rivers and its member distribution cooperatives are unlike many other cooperative utilities because they cannot 
autonomously raise rates to respond to increasing costs or to reallocate costs. The Kentucky PSC regulates these 
utilities' wholesale and retail electricity rates. Rate regulation presents credit concerns because rate proceedings can 
be lengthy and delay cost recovery. Moreover, rate-regulated utilities do  not have cost recovery guarantees. 
Nevertheless, in recent rate proceedings, the Kentucky PSC provided Big Rivers' distribution cooperatives with rate 
relief that was closely aligned with the utilities' requests. Also, the commission took steps in connection with the 
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E.ON generation asset lease termination that we view as supporting credit quality, including directing E.ON to fund 
rate-stabilization accounts benefiting the cooperative members' nonsmelter, retail customers. 

We believe that Big Rivers' 2010 nonsmelter member wholesale rates of $36 per megawatt-hour (MWh) indicate 
capacity for further rate increases as necessary to reallocate costs to the cooperative's nonsmelter customers. Big 
Rivers applied in March 2011 for rate increases effective Sept. 1, 2011. The filing requests a 5.94% rate increase for 
large industrial customers and a .S.47% rate increase for the smelters. Big Rivers is requesting a 10.71% increase for 
the nonsmelter, nonindustrial customers. The blended requests represent a 6.8.SYo rate increase. The utility expects 
that lower purchase power adjustment factor costs will reduce the blended effective rate increase to 6.17%. 

Debt Service Coverage 
Based on Big Rivers' fiscal 2010 financial statements, Standard 8t Poor's calculated accrual and cash from 
operations debt service coverage of 1.4x, which was strong but about 20 basis points below projected coverage 
levels. While off-system sales volumes exceeded expectations, the sales were made at lower-than-expected prices due 
to weak wholesale electricity markets. Big Rivers' experience with low wholesale markets in 2010 underscores the 
considerable risks of wholesale market activity. 

The cooperative achieved 20 10's DSCR by reducing expenses, including deferring maintenance. It also applied 
reserve monies to the prepayment of a portion of its Rural Utility Service debt to reduce interest expense inasmuch 
as the benefits of maintaining reserves in a low interest rate environment paled in comparison to the cost of servicing 
debt. 

Based on Big Rivers' financial forecast, we have calculated accrual-basis DSCRs that fluctuate considerably through 
201.3. The variability reflects the cooperative's use of nonamortizing debt that underlies highly uneven 201  1-2013 
debt service. Our calculations indicate DSCRs of 2 . 6 ~  in 2011, 1 . 3 ~  in 2012, and 201.3 and 2 . 3 ~  in 2014. The 
forecast assumes Big Rivers receives the full rate relief it requested earlier this year. 

About one-third of debt is nonamortizing. Scheduled principal repayments for 201 1 are a low $ 7  million, but jump 
to $76 million in 2012 and $79 million in 201.3 before returning to a more moderate $22 million in 2014 and $23 
million in 20 1.5. Consequently, the imminent bullet maturities highlight the relative importance of market access for 
refinancing compared to debt service coverage as important credit factors through 20 13. 

Generation Assets Could Pase Prablems 
We believe that Big Rivers' few vintage, coal-fired generation assets present operational exposures that can affect 
financial performance. The cooperative sells the electricity it produces at its seven owned coal plants and the two 
coal plants it operates that Henderson's Municipal Power and Light utility own. Big Rivers operates and has 
contractual rights to nearly 1,800 megawatts (MW) of generation capacity. Its and Henderson's power plants range 
in age from 24-41 years, with a weighted average age of 32 years, based on contributions to overall generating 
capacity. 

Big Rivers' wholesale electric rates include automatic fuel and purchased power cost adjustment mechanisms that we 
believe mitigate some credit concerns surrounding the mature fleet's ability to serve native load customers reliably. 
These true-up mechanisms shift some of the operational risks of operating older units to the smelter and nonsmelter 
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customers by making them responsible for replacement power costs if units are not running. 

While the fuel adjustment is an automatic, formulaic, monthly adjustment, the purchased power cost adjustment is 
only automatic for the smelters. Before they are eligible for recovery in rates, the PSC must review the power 
purchase costs Big Rivers incurs on behalf of its nonsmelter customers. All costs recoverable under the adjustment 
mechanisms are subject to PSC prudence reviews. 

There is a two-month lag for the fuel adjustment clause between when costs are incurred and when the cooperative 
recovers the member portion through rates. Similarly, the purchase power adjustment for the smelters also entails a 
two-month cost recovery lag. The purchase power adjustment covering the smelters applies to only approximately 
two-thirds of the costs. The remaining third of is deferred as a regulatory account for recovery in base rates in a 
general rate case. 

Some of Big Rivers' plants have what we believe are high heat rates. Its fleet's heat rates range from 10,600-13,382 
B n J  per kilowatt-hour with a weighted average heat rate of 11,100, reflecting the small percentage of the fleet with 
the highest heat rates. We are concerned that portions of the fleet might not dispatch to support market sales that 
compensate for losses of smelter sales. 

Big Rivers projects using coal to produce 95% of the electricity it sells, exposing the utility and its customers to 
potentially higher operating costs as the regulation of carbon and other emissions progresses. The plants' heat rates 
contribute to carbon intensity in the range of 1.1 tons of coal per MWh. Their ages, heat rates, and carbon intensity 
raise questions about their ability to compete against potentially more efficient and less carbon-intensive units in 
wholesale markets if the smelters reduce or end their cooperative electric purchases. In our view, the extent of 
carbon regulation will determine the effects of this level of carbon intensity on Big Rivers' production facilities' 
economics. 

Because aluminum smelting is a carbon-intensive process, we believe a combination of costly carbon constraints on 
aluminum production and carbon charges levied on the smelters' electricity purchases could impair their operations 
and heighten the likelihood that the cooperative's generating assets might have to compete in wholesale markets. 

Transmission Expansion Plans 
Big Rivers' expects to complete transmission upgrades in the fall of 201 1. TJntil completed, the utility lacks sufficient 
capacity to market the smelters' power if both sharply reduce or discontinue operations. Even once completed, we 
believe that the cooperative's lack of firm contractual access rights could frustrate its ability to move power across 
others' transmission systems, including, the Tennessee Valley Authority (TVA) system. 

Big Rivers only has contracts for 100 MW of firm transmission capacity across the TVA system. Management views 
the high cost of securing firm transmission access for a contingent exposure as unwarranted. The utility has physical 
interconnections with other power markets beyond TVA, such as the Midwest Independent System Operator and 
E.ON. However, Big Rivers' electricity needs to cross TVA's transmission system to access key markets such as 
Southern Co. and Entergy Corp. Lack of transmission access due to fully loaded lines during peak periods could 
frustrate the cooperative's ability to capture the most robust power prices for surplus power it might need to sell if it 
loses smelter loads. 
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Power Contracts Provide Some Revenue Stability 
In our opinion, the long-term whplesale power contracts between Big Rivers and its three member distribution 
cooperatives provide a measure of revenue stream security. 

The cooperative and its members extended their wholesale power sales contracts 20 years to 2043 in connection 
with the E.ON generation asset lease unwind transaction. We view this long tenor as contributing to credit quality 
because we understand that terms of wholesale power contracts between the utility and its three members require 
the members to purchase their electricity needs from Big Rivers. Furthermore, the members have exclusive rights to 
sell electricity within defined service territories, which shields the cooperative and its members from competition. 

Big Rivers' long-term wholesale power contracts also contribute to credit quality because they extend beyond its 
debt's final maturity. Debt outstanding matures by 20 3 1. However, about 11% of debt matures after the contracts 
with the smelters expire in 2023. Debt that matures after the smelter contracts roll off could lead to heightened 
wholesale market exposure, which we view as a credit weakness. Furthermore, Big Rivers expects that imminent 
refinancings of bullet maturities could extend debt even further beyond the smelter contracts' expiration. 

Generally, lengthy requirements contracts, such as those of the cooperative, provide meaningful revenue 
predictability and credit support. However, the members' substantial reliance on two industrial loads that are 
vulnerable to commodity price cycles erodes the contracts' credit support and distinguishes Big Rivers from most 
other cooperative utilities. Rate regulation also dilutes the benefits of the long-term wholesale power contracts since 
the cooperative, unlike most others, cannot unilaterally impose additional costs on its captive customers, which 
could frustrate a reallocation of fixed costs if it loses smelter loads. Also, Big Rivers lacks control over prices for 
market sales it may need to make if the smelters' operations falter, tempering the wholesale power contracts' 
benefits. 

Highly Competitive Rates 
We view Big Rivers' members' retail rates as highly competitive, and they could contribute to financial flexibility. 

Energy Information Administration data shows that the cooperative's members' retail rates compare very favorably 
with average rates for the residential, commercial, and industrial sectors in Kentucky. Members' 2009 average 
residential and commercial rates were about 15% below the state's average. Industrial rates for Kenergy, the 
member with the smelter, and other industrial loads were about 25% below the state's in 2009. 

We believe the smelters' high load factors are likely contributors to the favorable rate competitiveness across the 
system because their high electricity consumption provides a robust platform for spreading fixed costs over many 
MWh. Here too, the exposure to the smelters can become a liability if commodity prices or economic conditions 
compromise the smelters' operations. 

Rates also benefit from the more than $200 million of rate mitigation reserves from the proceeds of the E.ON lease 
unwind transaction. The utility plans to deploy an average $24 million of the reserves' balances each year through 
2017 to subsidize rate levels. The cooperative's forecast shows that this will enhance operating revenues by about 
5% each year and we believe that there could be meaningful upward rate pressure once the reserves are exhausted. 
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Related Criteria And Research 
IJSPF Criteria: Applying Key Rating Factors To U.S. Cooperative TJtilities, Nov. 21, 2007 
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Key Rating Drivers 
Risk Profile Reshaped: The recent termination of its generating asset lease transaction has 
reshaped the risks surrounding Big Rivers Electric Corporation (Big Rivers), effectively 
reducing leverage and financial risk in exchange for increased reliance on a concentrated 
customer base and the wholesale marketplace 

Abundant Low-Cost Resources: Big Rivers benefits from abundant low-cast power resources 
and an average wholesale system rate of $36.35 per MWh in 2010, net of credits, that is 
regionally competitive and among the lowest in the nation. Member retail rates are similarly low 
and competitive. 

Heavy Customer Concentration: Big Rivers has resumed electric servire to two local 
aluminum smelters through its largest member, Kenergy Corp. (Kenergy). The two smelters 
have a combined demand of 850 MW, and together account for approximately 53% of total 
energy sales. 

Subject to Rate Regulation: The electric rates charged by Big Rivers and its members are 
regulated by the Kentucky Public Service Commission (KPSC), which limits the cooperative’s 
financial flexibility, and may delay the timing or amount of nemssary rate increases. 

Acceptable Financial Metrics: Acceptable financial metrics for the rating category include 
fiscal 2010 debt service coverage (DSC) of 1.32x, and total debt to funds available for debt 
service (FADS) of 1 2 . 2 ~  Metrics improve to 1 . 7 8 ~  (DSC) and 9 . 0 ~  (debt to FADS) when 
revenues from member rate stability (MRS) reserves are included 

Forecast Stability: FADS and times interest earned ratios (TIER) are expected to remain 
relatively stable going forward, aided by the continued use of MRS reserves and a 
TIER-adjustment mechanism included in the cooperative’s power sale agreements with the 
smelters 

What Could Trigger a Rating Action 

Restrictive Rate Regulation: Future regulatory decisions that prevent the cooperative from 
adequately recovering costs would likely result in downward pressure on the rating or Outlook. 

Onerous Environmental Regulation: Environmental regulations proposed by the U S 
Environmental Protection Agency (EPA), if adopted, could result in a much higher cost of 
compliance for the cooperative, versus other utilities with newer, more diversified resources. 

Deteriorating Operating Conditions: Declining nonsmelter member sales, weak surplus 
energy sales, or constrained smelter operations that reduce financial margins and liquidity 
could also put downward pressure on the rating or Outlook. 
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ig Rivers Electric Corporation 

AlJglJSt 31 ~ 201 1 

Credit Profile 
Big Rivers is a generation and transmission cooperative based in Henderson, KY Big Rivers 
supplies wholesale electric and transmission from its total capacity of 1,824 MW to three 
distribution moperatives: Meade County Rural Electric Cooperative Corporation, Jackson 
Purchase Energy Corporation, and Kenergy. These members provide service to a total of 
approximately 112,500 retail customers located in 22 western Kentucky counties 

Each of the three Big Rivers members purchases power pursuant to a wholesale power 
contract (WPC) that extends through Dec 31, 2043, well beyond the final maturity date of the 
cooperative's outstanding debt. Under the terms of the WPCs, the members are required to 
purchase all of the power required to meet the needs of their systems, except Kenergy's 
requirements for the smelters (see fhe Smelter Agreements section on page 4 )  

Bankruptcy 

In September 1996, Big Rivers filed for voluntary Chapter 11 relief under the U S. Bankruptcy 
Code, due to an inability to sell power produced from its excess capacity at prices sufficient to 
cover its above-market costs 

After emerging from bankruptcy in 1998, and in accordance with its plan of reorganization, Big 
Rivers entered into a 25-year lease of all of its generating assets with Western Kentucky 
Energy Cop (WKEC), at the time a wholly owned subsidiary of LG&E Energy Corp (LG&E) 
The transaction essentially transferred the operational responsibilities of the assets and related 
risks in exchange for annual lease payments, and a fixed-price purchase power contract with 
LG&E Energy Marketing, Inc (LEM), another subsidiary of LG&E. 

The Unwind Transaction 

In 2009, the lease with WKEC was effectively unwound, resulting in Big Rivers receiving cash 
and Consideration with a value of $865 million, and gaining back control of its generation fleet. 
Big Rivers also resumed electric service to two local aluminum smelters that have historically 
dominated the service area's electric demand, and were supplied by LEM following the 
reorganization. The smelters will again represent a significant portion of the cooperative's 
electric demand 

The consideration received in connection with the unwind allowed Big Rivers to pay down 
approximately $140 million of debt, establish $253 million of rate-stabilization reserves, and 
improve system equity from negative 19% to approximately 30%. 

Management, Governance, and Business Strategy 
The board of Big Rivers consists of six members, comprised of two from each of the member 
cooperatives. Two members are elected each year, and serve three-year terms There are full 
board meetings once a month, often supplemented with more informal meetings when 
necessary There are no specific committees given the small size of the board According to 
Big Rivers, management has an excellent working relationship with the board 

Since completing the unwind transaction, Big Rivers has expanded its senior management 
team to include two new vice presidents for production, and governmental relations and 
enterprise risk management, to oversee the expanded responsibilities related to power supply 
The cooperative's employee base has also grown to approximately 630 employees, including 
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the production personnel acquired with the generating facilities, many of whom were employed 
by Big Rivers prior to the bankruptcy. 

Fitch Ratings believes that the cooperative's post-unwind transition has progressed very well, 
due in large part to the many years of preparation undertaken by the Big Rivers management 
team in anticipation of the transaction. 

Big Rivers assumed full operating responsibilities earlier this year without any disruption, 
although E.ON provided some initial support to the post-unwind transition, particularly in the 
areas of information technology and generation dispatch. In December 2000, Big Rivers 
became a fully integrated member of the Midwest Independent System Operator (MISO) 

Regulation 
Big Rivers and its members are subject to oversight by the KPSC, which constrains the board's 
rate-setting ability, compared to other public power and cooperative utilities that are self- 
regulated. The KPSC is an independent agency that regulates gas, water, sewer, electric, and 
telecommunications utilities in Kentucky 

Fitch views external rate regulation as limiting to financial flexibility, but the KPSC has been 
responsive to the needs of Big Rivers in recent years, particularly during the unwind approval 
process The recent inclusion of rate tariffs, designed to allow the monthly recovery of 
fluctuations in the cost of fuel, purchased power, and costs related to environmental 
compliance, are credit positive, and are expected to lower the frequency of formal rate cases 

Big Rivers has also adopted a very proactive approach to rate setting (see the Rates and Cost 
Structure section an page 7), which is designed to anticipate the need for rate relief well in 
advance of the timetable required by the KPSC, and should increase the likelihood of timely 
rate relief The KPSC will also allow utilities to file for emergency or interim rate relief that can 
be implemented within 30 days, if necessary, under certain circumstances Corresponding 
retail rate increase requests are typically coordinated with those of Big Rivers, but members 
must file separately with the KPSC. 

Member Profile and Service Area 
Big Rivers serves three electric cooperatives, which together provide electric service to 
approximately 112,5OO customers While the operating profiles of Jackson Purchase and 
Meade are largely typical of rural electric cooperatives, including a heavy concentration of 
residential customer and electric sales, Kenergy's profile is somewhat unique because its 
electric load is dominated by two aluminum smelters. One smelter is owned by Rio Tinto Alcan 
Primary Products Corporation (Alcan), located in Sebree, KY, and the other is owned by 
Century Aluminum of Kentucky General Partnership (Century) in Hawesville, KY. 

The Alcan and Century smelters accounted for 87 7% and 80.0% of the distribution 
cooperative's total energy sales and revenue, respectively, in 2010. By Comparison, Jackson 
Purchase's entire large industrial load accounted for only 7 1% of its energy sales and 5.5% of 
revenue. An overview of the three members is provided on the next page 
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Overview of the Big Rivers Members 
Jackson Kenergy Meade 

Number of Consumen 29,152 54,991 28,267 
Total MWh Sales 683,481 9,318,498 479,367 
Total Revenues ($) 45,400 399,473 33,648 

Number of Residential Consumers 
MWh - % Residential 
Revenues - YO Residential 

26,053 45,201 26,213 
64 6 6 7  78 2 
68 8 14 3 77.8 

Number of Small Commercial/lndustriaI Consumers (1,000 KVA or Less) 3,080 9,680 2,048 
MWh - O h  Small Commercial 28 1 3 6  21 5 
Revenues - % Small Commercial 25 5 5 6  22 0 

Number of Large Commercialllndustrial Consumers (1,000 KVA or Less) 7 34 0 
MWh - % Large Commercial 7 1  07 7 0 0  
Revenues - % Large Commercial 5 5  80 0 0 0  

The Aluminum Smelters 
Aluminum smelting is energy-intensive, with power costs accounting for approximately 33% of 
a smelter's production costs Access to Big River's low-cost power has therefore been positive 
for the smelters, as both operations are adjacent to the Big Rivers generating facilities. The 
aluminum smelters have been fixtures in the Big Rivers service territory since the 1970s, and 
remain the dominant employers in western Kentucky, with 1,375 employees in total A brief 
discussion of each facility and its owner is provided below. 

Alcan is owned by Rio Tinto (IDR 'A-'/Stable), an international mining group Its Kentucky 
facility is the company's only U S. aluminum smelter. Alcan has been operating at that facility 
since 1973 The company produces 186,000 metric tons of primary aluminum annually from its 
three potlines. The base contract demand under its agreement with Big Rivers is 368 MW, 
which results in annual energy consumption projected at 3.1 terawatt-hours (TWh), assuming 
24/7 operations and a 98% load factor. 

Century Aluminum Company, the general partnership's parent, is a public company that owns 
and operates aluminum smelters in Kentucky, South Carolina, West Virginia, and Iceland. 
Operations at the facility in Hawesville began in 1970, and it currently produces 244,000 metric 
tons of primary aluminum from five potlines annually The Century smelter's base contract 
demand is 482 MW, with projected annual consumption of 4.2 Twh. 

Production at the smelting facilities has historically been relatively steady, although production 
at the Century facility was reduced from five potlines to four in the wake of declining aluminum 
prices in 2009-201 0. Century's energy requirements fell from 4.1 TWh to approximately 
3 3 TWh as a result The fifth potline was recently returned to full utilization, and energy 
requirements have increased through 201 1 

Smelter Agreements 
In July 2009, as part of the unwind transaction, Big Rivers and Kenergy began supplying the 
sizable load requirements of the smelters, which had previously been the responsibility of LEM 
Under the terms of various agreements, Big Rivers has agreed to supply energy to Kenergy, 
for resale to the smelters on a take-or-pay basis through the end of 2023, subject to certain 
termination conditions 
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The smelter agreements are designed to provide all of their aggregate energy requirements, 
including base monthly energy (850 MW hourly), supplemental energy (10 MW hourly of 
interruptible energy to each smelter), and back-up energy (imbalance energy for Kenergy made 
available to the smelters). Surplus capacity is generally marketed off-system by Big Rivers for 
the ultimate benefit of the smelters. 

Charges under the smelter agreements are designed to provide a slight premium (25 cents per 
MWh) over the rates charged to Kenergy's other large industrial customers. They also 
incorporate the cooperative's standard recovery clauses for fuel, environmental compliance 
expenditures, and purchased power. 

The smelter agreements also include certain provisions that allow for adjustments in the 
amounts paid by the smelters, designed to enable Big Rivers to achieve a TIER of 1 .24~  for 
each fiscal year During years in which the cooperative's ratio falls below the 1 24x threshold, 
additional payments are required by the smelters, subject to limitations. If the cooperative's 
TIER exceeds 1 . 2 4 ~  during any fiscal year, amounts contributing to the excess coverage may 
be rebated to the members, with a pro rata portion allocated to the smelters. 

Fitch views the smelter agreements as supportive to credit quality, but also notes that the 
support is somewhat limited, given the ability of the smelters to terminate the agreements upon 
one-year notice. Some additional comfort is derived from the conditional nature of the 
termination provision, which would also require that a smelter cease all smelting operations 
within the Kenergy service area to terminate the agreement, but the ability to rely on contract 
revenues over the long term is still limited. 

Big Rivers Demand and Energy Sales 
(MWhs) 2010 
Member Peak Demand (MW) 657 
Tdal Peak Demand (MW) 1,39 1 
Electnc Sales - Members 3,411,558 

Electnc Sales - Other 2,209,431 
Growth (%) 26 51 

6,348,431 Electnc Sales - Smelter Contracts 

Total Electric Sales 11,969,420 
Growth (%) 53 63 

NM - Not meaningful 
Source 6ig Rivers 

Growth (%) 7 99 

Growth (%) 120 01 

2009 - 
668 

1.308 
3,159,032 

1,746.438 

2,885.491 
NM 

7,790,961 
51 06 

(4 64) 

(5 33) 

2008 
614 
614 

3,312,709 
(0 45) 

1.844,677 
(34 95) 

0 
NM 

5,157,386 
(16 33) 

2007 
654 
654 

3,327,805 
4 38 

2,835,789 
37 51 

0 
NM 

6,163,594 
17 39 

Member energy demand has remained relatively stable since 2007, following a decline in 2009, 
due to unfavorable weather and economic weakness, and a subsequent rebound in 2010, as 
illustrated in the table above However, member sales have become increasingly dominated by 
off-system sales of excess generating capacity and sales to the smelters following the unwind 

In 2010, member sales accounted for only 28 5% of total energy sales, reflecting a full year of 
sales under the smelter agreements Big Rivers expects member load growth of approximately 
14% per annum and declining market sales, as capacity is used to meet growing member 
demand. However, member sales are not expected to exceed 31% of total energy sales 
through 2019 
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Assets and Operations 
The Big Rivers resource portfolio and power supply is dominated by coal-fired generation, both 
owned and leased Although coal-fired capacity accounts for 87Oh of the cooperative's resource 
capacity, coal-fired generation accounted for approximately 97% of total power supply in 2010 
Purchases from the cooperative's Southeastern Power Administration allocatian supplied most 
of the remaining power supply 

The current portfolio of assets and related capacity comfortably exceeds the forecast peak 
demand of the membership, including the massive smelter demand, and should remain 
adequate through the load forecast period (2025) No additional resources are contemplated at 
this time The cooperative's current resources are summarized below 

Big Rivers Generating Resources 
Fuel Type - Owned Generation 

Kenneth Coleman Plant 
Unit 7 Coal 
Unit 2 Coal 
Unit 3 Coal 
Robert D. Green Plant 
Unit 1 Coal 
Unit 2 Coal 
Robert A. Reid Plant 
Unit 1 CoallGas 
Combustion Turbine OillGas 
D.B. Wilson 
Unit 1 Coal 

Leased Generation 
HMP8.L Station Two 
Unit 1 Coal 
llnit 2 Coal 
(City of Henderson Capacity Allocation) 

Capacity (MW) Commercial Operation 

150 1969 
138 1970 
155 1972 

231 1979 
223 1981 

65 1966 
65 1979 

417 1986 

153 1973 
159 1974 

(110) 

Total Ownedlleased Generation 1,661 

Purchased Power 
SEPA Allocation 
Total Capacity 

176 
1,824 

HMP&L - Henderson Municipal Power & Light SEPA - Southeastern Power Administration 
Source: Bia Rivers 

Despite the changes in ownership and operating responsibility following the unwind, the Big 
Rivers plants have continued to perform well when compared to similarly sized and equipped 
units For the period 2007-2010, six of the eight units reported equivalent availability factors 
(EAF) in the top quartile The EAF for the entire system in 2010 was a record 93 7% 

Environmental Compliance 

Big Rivers reports that all of its units are in compliance with current environmental standards 
Currently, eight of the cooperative's nine coal units are equipped with flue gas desulphurization 
systems to control S02, and three of the units are equipped with selective catalytic reduction 
systems to control NOx emissions 

The cooperative could face greater-than-average challenges with respect to environmental 
regulations proposed by the EPA, given its near full reliance on coal-fired capacity and 
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generation, and the characteristics of its fleet. Big Rivers estimates that full compliance with the 
regulations could require expenditures of approximately $785 million by 2015, and increase 
wholesale rates and member retail rates by 39% and 20%, respectively. 

The cooperative has acknowledged that it may seek to mothball certain units or explore fuel 
conversion to natural gas as an alternative, given the advanced age and relatively small size of 
certain generating units. Any shortfall in capacity necessary to serve its load, including that of 
the smelters, would likely be purchased initially, until a longer term strategy is adopted. 

There is no renewable portfolio standard at this time in the state of Kentucky 

Transmission 

Big Rivers is nearing the completion of a significant transmission expansion project that was 
initiated in concmt with the unwind transaction. The $20 million dual-phase project is designed 
to increase the cooperative's capability to export power off-system from 912 MW to 
approximately 1380 MW This transfer capability is large enough to export excess generation, 
including the peak demand of both smelters. 

Phase one of the transmission expansion project, which included a 345-kV tie with Kentucky 
Utilities Company, providing eastern path access to the Southwest Power Pool, was completed 
in April 2008 Big Rivers has recently been completing phase two expansion projects The final 
project, construction of a 13-mile transmission line between the cooperative's D.B Wilson 
generating facility and the Tennessee Valley Authority transmission system, is expected to be 
completed by yearend 201 1 I 

Fitch views the cooperative's expanded export capability favorably, particularly given the 
prospect of significant excess capacity and reliance on off-system sales if the smelters were to 
discontinue operations While the completion of the projects does not ensure the sale of excess 
capacity, it removes the physical canstraints 

Coal Supply 

The Big Rivers generating units are located nearby in the heart of the western Kentucky portion 
of Illinois Basin coal fields. Half of its coal supply is delivered by truck and half by barge, 
significantly reducing transportation costs and ultimate production costs. Big Rivers also 
assumed all of the WKEC coal supply contracts, many of which were favorably priced and have 
lowered the cost of production 

Capital Resource and Expenditure Plan 

The Big Rivers' capital plan for 201 1-2019 totals $460 7 million, and will largely be financed 
with internally generated funds Nearly all of the remaining expenditures will be related to 
modest improvements at the cooperative's generating units, with the exception of the 
transmission expenditures noted above The current capital plan does not incorporate any 
major expenditures for additional environmental compliance 

Rates and Cost Structure 
Pursuant to the terms of the WPCs and the indenture, the Big Rivers board is required to 
review its wholesale rate at least annually and seek revisions to ensure covenant compliance, 
as necessary Any change in rates charged by Big Rivers is subject to the approval of the 
KPSC 
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A number of factors mitigate the risks related to rate-regulation, including Big Rivers' proactive 
policies dictating annual reviews of the cooperative's annual budget and financial forecast Big 
Rivers seeks to anticipate the need for rate relief well in advance of any projected revenue 
shortfall, given the anticipated seven-month time frame for KPSC approval and implementation 
of rate increases. 

The rate structure flexibility approved by the KPSC as part of the unwind has also improved the 
timeliness of rate recovery The KPSC has most notably implemented a fuel-adjustment clause, 
which allows Big Rivers to track changes in fuel costs and adjust rates accordingly on a 
monthly basis without further approval. The KPSC has also implemented an environmental 
surcharge to recover costs related to programs limiting the emissions of coal-fired generation 

The very competitive cost structure exhibited by Big Rivers, and the resulting wholesale and 
retail rates, among the lowest in the nation, are further mitigating regulatory risk. Although the 
competitiveness of the cooperative's wholesale and member retail rates are currently 
subsidized as a result of the MRS credit, charges excluding the credit are still relatively 
attractive. In 2010, Big Rivers reported a nonsmelter member wholesale rate of $36.35 per 
MWh Excluding the MRS credit, the rate was $44 26 per MWh, comfortably below the average 
member revenue per MWh for cooperatives nationwide. 

Member retail rates similarly remain equally competitive with the region's other power suppliers, 
and nationwide, largely due to low power costs Retail rates for the smelters and Kenergy's 
other large industrial customers averaged 4 4 cents per kWh in 2010, well below the Kentucky 
state average of 6.0 cents per kWh. Residential rates across the membership are also solidly in 
line with neighboring utilities as shown below. 

Average Residential Electric Rate - April 201 1 

(CentslkWh) 
12 
ID 
8 
6 
4 
2 
o ---T- 

Kentucky Big Rivers Duke Energy Louisville Big Rivers AEP East U S  Average 
Utilities (Including Kentucky Gas & (Excluding Kentucky Kentucky 

Credits) Electric Credits) Power Power 

Source: Big Rivers 

Big Rivers filed for a general rate increase of 6 85% with the KPSC on March 1, 201 1. 
Discovery, testimony, and public hearings were completed in July 2011, and a final order is 
expected from the KPSC in August, with new rates effective Sept. 1, 2011. The filing also 
seeks to redistribute certain costs across the various customer classes Under the terms of the 
KPSC order approving the unwind, Big Rivers was required to file a rate case within three 
years of the closing Big Rivers is filing for a rate increase sooner than expected, keeping with 
the policies noted earlier, and in response to lower than anticipated off-system revenues 

The cooperative's current financial forecast incorporates somewhat modest base rate 
increases, but actual wholesale rates are projected to increase significantly over time, due to a 
forecast increase in coal costs and the depletion of the MRS reserves While the resulting 201 9 
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rates for the smelters and non-smelter members are still expected to be regionally competitive, 
the higher cost of power to be borne by members may introduce some economic strain. The 
cooperative's current forecast does not include the potential cost effect of further environmental 
compliance, which would most likely introduce more strain. 

Managing its power supply operations and the ultimate cost of its wholesale power in the wake 
of escalating costs, diminishing reserves, and potentially burdensome environmental 
regulations will be the single greatest challenge for Big Rivers, and the most important factor in 
the cooperative's future creditworthiness. 

Financial Position 
The significant changes in the operating profile of Big Rivers in recent years, particularly the 
effect of the unwind, make the comparison of historical financial metrics difficult. Fitch's 
assessment of Big Rivers' financial position is largely based on fiscal 2010 performance 
against budget (the first full year of post-unwind operations) and the cooperative's projected 
performance under both base case and stressed scenarios. 

Financial performance for fiscal 201 0 was relatively solid and virtually on budget. Operating 
margins for the year were slightly lower than forecast ($51.3 million versus $54 6 million 
forecast), as weaker wholesale prices for power were nearly offset by increased, but more 
efficient, generation. Net margins for the year were almost exactly on budget ($7 0 million 
versus $7 1 million budgeted) Actual figures reported by Big Rivers for TIER (1 14x), DSC 
(1 47x), and equity to capitalization (32%) were also solidly in-line with forecast performance 

Fitch-calculated ratios for DSC (1.32~) and total debt to FADS (12.2~) were commensurate with 
the current rating, and do not reflect the inclusion of withdrawals from the MRS reserve 
Including those revenues, the metrics improve to 1 78x and 9 Ox, respectively Metrics for cash 
on hand (37 days, excluding the MRS reserves) and total liquidity on hand (109 days) were 
somewhat low for the cooperative's operating profile. 

Fitch has reviewed Big River's financial forecast, and believes the near-term targets are 
achievable and based on reasonable assumptions Maintenance of a TIER in excess of 1 .0~ '  
coupled with the absence of significant capital expenditures and the anticipated refunding of 
maturing debt, should allow the cooperative to gradually improve its liquidity and equity ratios 
to levels commensurate for the current rating 

Fitch has also reviewed Big Rivers' sensitivity analysis, which assumes the loss of both 
smelters at the end of 2012 and the sale of excess capacity at base case wholesale price 
projections Maintaining coverage and cash levels consistent with the cooperative's goals 
would require average base rates approximately 15% higher than the base case projections for 
the period 2013-2017, based on the expectation that market-based sales can he executed. An 
increase of this magnitude is not unreasonable, but would likely strain the members and draw 
scrutiny from the KPSC The current rating adequately reflects these risks. 

Debt 

At Dec 31, 2010, Big Rivers reported total long-term debt of $817 0 million, the largest portion 
of which is the Rural Utilities Service (RUS) Series A note for $558 7 million, which has a final 
maturity of 2021, but requires payments of $60 million in 2012 and $200 million in 2016 as 
negotiated with the RUS The cooperative's remaining long-term debt includes a RUS Series B 
note for $116 2 million, maturing in 2023, and two series of County of Ohio, KYl tax-exempt 
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pollution control bonds, series 1983 and series 2010 A, totaling $58.8 million and $83 3 million, 
respectively 

The series 2010 A bonds were remarketed in June 2010 as fixed-rate bonds, with a final 
maturity of July 2031 The series 1983 bonds are currently held as bank bonds by the liquidity 
provider (Dexia Credit), bear interest at a variable rate, and mature in June 2013 As with the 
scheduled 2012 and 2016 RUS payments, Big Rivers expects to refinance the series 1983 
maturity, introducing a moderate degree of refinancing risk, and reinforcing the importance of 
continued access to the capital markets. Fitch believes this risk is manageable 

Liquidity 
Big Rivers maintains lines of credit totaling $100 million with CoBank, ACB ($50 million), and 
National Rural Utilities Cooperative Finance Corporation ($50 million), which provide additional 
liquidity for operations The current lines of credit expire in 2012 and 2014, respectively, and 
are expected to be renewed upon expiration. 

Member Cooperatives 

The consolidated financial profile of the Big Rivers membership has improved marginally in 
recent years, and is supportive of the cooperative's rating For the year ended Dec 31, 2010, 
the members reported consolidated operating income before depreciation, interest, and taxes 
of $37 3 million on total revenues of $482 2 million, and an aggregate ratio for debt service 
coverage of 1.84x, as calculated by Big Rivers. The improved performance is due, in part, to 
the approval of rate increases at both Jackson Purchase and Kenergy At year-end 2010, the 
members reported total net worth of $131 million, and an aggregate ratio of equity to 
capitalization of 35.9% A summary of aggregate metrics for 2008-2010 is provided below 

Big Rivers Member Aggregate Financial Metrics 
I$ Mil.) 2008 2009 2010 

Operating Income Before Depreciation, Interest, and Taxes 28 5 30 8 37 3 
DSC (x) 1 46 1 52 1 84 
TIER (x) 1 37 1 44 2 11 

Equity/Capitalization (Oh) 33 7 33 2 35 9 

Operating Revenues 434 0 422 8 482 2 

Net Debt 220 1 236 7 233 9 
Total Margins Plus Equities 111 9 1179 131 0 

DSC - Debt service coverage TIER -Times interest earned ratios 
Source Big Rivers 
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Financial Summary - Big Rivers Electric Cooperative 
fS000, Fiscal Years Ended Dec. 31) 2006 2007 2008 2009 2010 

Debt Service Coverage 2 93 2 64 1 24 3 52 1 78 
Adjusted Debt SeMce Coverage with General Fund Transfer 2 93 2 64 1 24 3 52 178  
Coverage of Full Obligations 2 01 1 87 1 1 9  2 88 1 4 9  

Days Cash On Hand 257 275 98 78 37 
Days Liquidity On tiand 297 302 130 202 109 
1-everage 
DebVFunds Avallable for Debt Service ( x )  7 6  7 0  7 3  2 3  9 0  

Cash Flow (x) 

Liquidity 

Equity/Capitalization (%) (26 0) (19 6) (17 5) 30 9 31 9 
EquttylAdjusted Capttalizalion (%) (18 4) (13 4) (13 3) 25 2 28 6 
Net DebtlNel lltility Plant (x) 1 04 100 110  0 73 0 72 
Other (“A) 
Operating Margin 34 2 29 7 34 6 14 9 9 7  
General Fund Transferliotal Revenue 0 0  0 0  0 0  0 0  0 0  
Capexlnepreciation 39 3 55 2 66 3 157 4 1134 
Income Statement 
Total Operatlng Revenues 258,588 329,870 273,181 373,360 527,324 
Total Operating Expenses 170,260 231,836 178.542 317,668 476,072 
Operating Income 88,328 98,034 94,639 55,692 51,252 
Adjustment to Operating Income for Debt Service Coverage 50,176 53,963 47,075 37,951 40,384 
Funds Available for Debt Service 138,504 151,997 141,714 362,180 91,636 
Total Annual Debt Service 47,277 57,559 114,211 ioz,a4v 51,453 
Balance Sheet 
Unrestricted Funds 96,143 148,914 38,903 60,290 44,780 
Restricted Funds 186,690 192,932 - 243,225 217,562 
Total Debt 1,053,034 1,051,737 1,039,120 848,552 825,996 
Equity and/or Retained Earnings (217,371) (174,137) 379,392 386,575 (154,602) 

Source Rtch Ratings and Creditscope 
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ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS PLEASE READ THESE 
LIMITATIONS AND DISCLAIMERS BY FOLLOWNG THIS LINK: 
HTTP://FITCHRATINGS.COMUNDERSTANDINGCREDITRATINGS IN ADDITION, RATING DEFINITIONS AND THE 
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENC'CS PUBLIC WEB SITE AT 
WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM 
THIS SITE AT ALL TIMES. FITCHS CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE 
FIRWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAIIABLE FROM 
THE CODE OF CONDUCT SECTION OF THIS SITE. 
Copyright 0 2011 by Ftch, Inc., Ftch Ratings Ltd. and its subsidiaries. One State Street Plaza, NY. NY 10004.Telephone: 
1-800-753-4824, (212) 90fM500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited excepl 
by permission All rights reserved In issuing and maintaining its ratings, Fitch relies on fadual information it receives from 
issuers and underwriters and from other sources Ftch believes to be credible. Ftch conducts a reasonable investigation of the 
fadual information relied upon by it in accordance with its ratings methodology, and obtains reasonable verification of that 
information from independent sources, to the extent such sources are available for a given security or in a given jurisdiction 
The manner of Fitch's fadual investigation and the scope of the third-party verification it obtains will vary depending on the 
nature of the rated security and its issuer, the requirements and practices in the jurisdiction in which the rated security is offered 
and sold and/or the issuer is located, the availability and nature of relevant public information, access to the management of the 
issuer and its adviser;, the availability of pre-existing lhird-party verifications such as audit reports, agreed-upon procedures 
letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parties, the 
availability of independent and competent third-party verification sources with resped to h e  particular security or in the 
particular jurisdiction of lhe issuer, and a variety of other factors. Users of Fitch's ratings should understand that neither an 
enhanced factual investigation nor any third-party verification can ensure that all of the information FIch relies on in connection 
with a rating will be accurate and complete. Ultimately, tk issuer and its advisers are responsible for the accuracy of the 
information they provide to Ftch and to the market in offering documents and other reports. In issuing its ratings Ftch must rely 
on the work of emrts, induding independent auditors with resped to financial statements and attorneys with resped to legal 
and tax matters. Further, ratings are inherently forward-looking and embody assumptions and predictions about future events 
that by their nature cannot be vemied as facts. As a resun, despite any verification of uirrent facts, ratings can be affected by 
Mure events or conditions that were not anticipated at the time a rating was issued or affirmed. 
The information in this report is provided "as is" without any representation or warranty of any kind. A Fit& rating is an opinion 
as to the creditworthiness of a security. This opinion is based on established criteria and methodologies that Ftch is 
continuously evaluating and updabng. Therefore, ratings are !he colledh/e work product of Fit& and no individual, or group 01 
individuals, is solely responsible for a ra6ng. The rating does not address the risk of loss due to risks other than dit risk, 
unless such risk is specifically mentioned. Fitch is not engaged in the offer or sale of any smrity. All Fit& reports have shared 
atilhorship. IndMdLJak identified in a Ftch report were involved in, but are not solely responsible for, the opinions stated therein. 
The indiduals are named for wntad purposes only. A report providing a Fitch ra6ng IS neither a prospectus nor a substiMe for 
the information assembled, vemied and presented to investors by the issuer and its agents in connection with the sale of the 
securities. Ratings may be changed or withdrawn at anylime for any reason in the sole discretion of Ftch. Ftch does not 
provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not 
comment on the adequacy of market price, the suitabilii.of any security for a particular investor, or the tax-exempt nature or 
taxability of payments made in respect to any secnnty. Fit& receives fees from Issuers, insurers, guarantors, other obligors, 
and underwrite? for rating seprities. Such fees generally vary from US$l,OOO to lJS$750,000 (or the applicable currency 
equivalent) per issue. In certain cases, Frtch will rate all or a number of issues issued by a particular issuer, or insured or 
guaranteed by a particular insurer or guarantor, for a single annual fee. St~ch fees are expected to vary from Us$lO,OOO to 
US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or dissemination of a rating by Fit& shall 
not constitute a consent by Fitch to use its name as an expert in connection with any registration statement filed under the 
United States securities laws, the Financial Services and Markets Act of 2000 of Great Britain, or the securities laws of any 
particular jurisdiction Due to the relative efficiency of electronic publishing and distribution, Ftch research may be available to 
eledmnic subsuibers up to hree days earlierthan to print subsuibers. 
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FITCEP AFFlRlPfS BIG RIVERS ELECTRIC CORP, KY'S 2010A 

POLLUTION CONTROL WDG V BONDS AT 'BBB-' 

Fitch Ratings-New York-12 August 201 1: As part of ongoing surveillance, Fitch Ratings aKims 
the 'BBB-' rating on the $83.3 million County of Ohio, KY's pollution control refunding revenue 
bonds (Big Rivers Electric Corporation Project). 

The Rating Outlook is Stable. 

Fitch is also withdrawing its issuer credit rating for Big Rivers, which was assigned prior to Fitch 
assigning a rating on any of Big Rivers' publicly held bonds. 

SECURITY 
The bonds are secured by a mortgage lien on substantially all of the corporation's owned tangible 
assets, which include the revenue generated from the sale or transmission of electricity. 

KEY RATING DRIVERS 

Risk Profile Reshaped: The recent termination of its generating asset lease transaction has reshaped 
the risks surrounding Big Rivers, effectively reducing leverage and financial risk in exchange for 
increased reliance on a concentrated customer base and the wholesale marketplace. 

Abundant Low-Cost Resources: Big Rivers benefits from abundant low-cost power resources and 
an average wholesale system rate ($36.35/MWh [megawatt hour] in 2010, net of credits) that is 
among the lowest in the nation. Member retail rates are similarly low and competitive. 

Heavy Customer Concentration: Big Rivers has resumed electric service, through its largest 
member Kenergy Corp., to two local aluminum smelters (a combined demand of 850 MW at a 98% 
load factor) that account for approximately 53% of total energy sales. 

Subject to Rate Regulation: Big Rivers' and its members' electric rates are regulated by the 
Kentucky Public Service Commission (KPSC), which limits the cooperative's financial flexibility 
and may hinder necessary rate increases. 

Acceptable Financial Metrics: Acceptable financial metrics for the rating category include fiscal 
2010 debt service coverage (DSC) of 1.32 times (x) and total debt'funds available for debt service 
(FADS) of 12 .2~ .  Including revenues from member rate stability (MRS) reserves, metrics improve 
to 1 . 7 8 ~  (DSC) and 9 . 0 ~  (debt/FADS). 

Forecasted Stability: FADS and times interest earned ratios (TIER) are expected to remain 
relatively stable going forward, aided by the continued use of MRS reserves and a TIER adjustment 
mechanism included in the cooperative's power sale agreements with the smelters. 

WHAT COTJLD TRIGGER A RATING ACTION 
Restrictive Rate Regulation: Future regulatory decisions that prevent the cooperative from 
adequately recovering costs would likely result in downward pressure on the rating or Outlook. 

Onerous Environmental Regulation: Environmental regulations proposed by the 1J.S. 
Environmental Protection Agency (EPA), if adopted, could result in a much higher cost of 
compliance for the cooperative versus other utilities with newer, more diversified resources. 

Deteriorating Operating Conditions: Declining non-smelter member sales, weak surplus energy 
sales, or constrained smelter operations that reduce financial margins and liquidity could also put 

Case No. 2012-00119 
Attachment for Response to KIUC 1-13 

Witness: Mark A. Hite 
Page 30 of 32 



downward pressure on the rating or Outlook. 

CREDIT PROFILE 

Big Rivers is a generation and transmission cooperative based in Henderson, Kentucky. Big Rivers 
supplies wholesale electric and transmission from its total capacity of 1,829 MW to three 
distribution cooperatives - Meade County Rural Electric Cooperative Corporation, Jackson 
Purchase Energy Corporation and Kenergy Corp. Combined, these members provide service to 
approximately 112,500 retail customers located in 22 western Kentucky counties. 

Emergence from Bankruptcy 

In September 1996, Big Rivers filed for voluntary Chapter 11 relief under the U.S. Banlmptcy 
code, generally due to an inability to sell power produced from its excess capacity at prices 
sufficient to cover its above-market costs. After emerging from bankruptcy in 1998, and in 
accordance with its plan of reorganization, Big Rivers entered into a 25-year lease of all its 
generating assets with Western Kentucky Energy Corp. (WKEC). The transaction essentially 
transferred the operational responsibilities of the assets and related risks in exchange for annual 
lease payments, and a fixed price purchase power contract with LG&E Energy Marketing, Inc. 
(LEM). 

TJnwinding the Lease Transaction 

In 2009, the lease with WKEC was effectively ‘unwound, resulting in Big Rivers receiving cash and 
consideration totaling $865 million and resuming control of its generation fleet. Big Rivers also 
resumed electric service to two local aluminum smelters that have historically dominated the 
service area’s electric demand and were supplied by LEM following the reorganization. Going 
forward, the smelters will again represent a significant portion of the cooperative’s electric demand. 

The consideration received in connection with the unwind allowed Big Rivers to pay down 
approximately $140 million of debt, establish $253 million of rate stabilization reserves and 
improve system equity from (1 9%) to approximately 30%. 

Financial Performance Acceptable for Rating Category 

Fiscal 20 10 financial performance was relatively solid and generally on budget. Electric operating 
margins (SS 1.3 million) for the year were slightly lower than forecasted. Weaker wholesale prices 
for power were nearly offset by increased, but more efficient, generation. Net margins for the year 
were almost exactly on budget ($7 million). Actual figures reported by Big Rivers for conventional 
TIER (1 I 1 Sx), DSC (1 .47~)  and equity/capitalization (32%) were also solidly in line with forecasted 
performance. 

Fitch-calculated ratios for DSC (1.32~) and total debt/FADS (12.2~) were acceptable for the current 
rating category and do not reflect the inclusion of withdrawals from reserves. Including those 
revenues, the metrics improve to 1 . 7 8 ~  and 9 . 0 ~ ~  respectively. Metrics for cash on hand (37 days, 
excluding reserves) and total liquidity on hand (109 days) were somewhat low for the cooperative’s 
operating profile. 

Contact: 

Primary Analyst 
Dennis M. Pidherny 
Senior Director 

Fitch, Inc. 
One State Street Plaza 
New York, N Y  10004 

+I-212-908-0’738 

Secondary Analyst 
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Eric Espino 
Director 
+1-212-908-0574 

Committee Chairperson 
Doug Kilcomrnons 
Senior Director 
+I  -2 12-908-0740 

Media Relations: Cindy Stoller, New York, Tel: +I 212 908 0526, Email: 
cindy.stoller@fitchratings.com. 

Additional information is available at 'www.fitchratings.com'. 

In addition to the sources of information identified in Fitch's Revenue-Supported Rating Criteria, 
this action was additionally informed by information from Creditscope. 

Applicable Criteria and Related Research: 

--'Revenue-Supported Rating Criteria', June 20, 201 1 ; 
--'1J.S. Public Power Rating Criteria', March 28,20 1 1 I 

For information on Build America Bonds, visit 'www.fitchratings.com/BABs.' 

Applicable Criteria and Related Research: 
IJS. Public Power Rating Criteria 
http://www.fitchratings.comlcreditdesldreports/report_frame.cfm?rpt - id=6 1 3065 
Revenue-Supported Rating Criteria 
http ://www . fitchratings. com/creditdesk/reports/report_frame. cfm?rpt - id=63 7 1 3 0 

ALL, FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND 
DISCLAIMERS. PL,EASE READ THESE LIMITATIONS AND DISCLAIMERS BY 
FOLLOWING THIS LINK : 
HTTP ://FITCHRATINGS .COMAJNDERSTANDINGCREDITRATINGS . IN ADDITION, 
RATING DEFINITIONS AND THE TERMS OF USE OF SIJCH RATINGS ARE AVAILABLE 
ON THE AGENCY'S PIJBLIC WEBSITE 'WWW.FITCHRATINGS .COM'. PUBLJSHED 
RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT 
ALL TIMES. FITCH'S CODE OF CONDTJCT, CONFIDENTIALITY, CONFLJCTS OF 
INTERES T, AFFILJATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES 
AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION 
OF THIS SITE. 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
OVAL TO ISSUE EVIDENCES OF INDEBTEDNESS 

CASE NO. 2012-00119 

onse to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

Dated April 11,2012 

April 23, 2012 

Item 14) Provide copies of all correspondence between 
of the three credit rating agencies that have been exchanged since the 
date of  issu>ance of each rating agency’s most recent ratings letter 
applicable to BREC. 

EC and each 

Response) Please see the recent, relevant documents provided in the folder 
labeled ‘KITJC 1-14 - Rating Agency Documents’ on the CD accompanying these 
responses. 

Witness) Mark A. Hite 

Case No. 2012-00119 
Response to KIUC 1-14 
Witness: Mark A. Hite 
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Archived: Monday, April 16, 2012 6:37:38 AM 
From: Mark Bailey 
Sent: Wednesday, March 07,201 2 3:29: 13 PM 
To: Mark Hite 
Cc: Jim Miller 
Subject: Re: Moody’s 
Importance: Normal 

OK. Thanks ... 

Sent from my iPhone 

On Mar 7, 2012, at 4:25 PM, “Mark Hite” <Mark.Hite@bisrivers.com> wrote: 

Just got off the phone with Kevin Rose of Moody’s. I briefly summarized the story of 
the Transition Reserve.. . its history, current status, and question about its future. 
Discussed the CFC and CoBank term loans, the RUS Series A Note, the 
refinancing, the “claw” back of the Transition Reserve, etc. I then inquired as to the 
extent to which the Transition Reserve factored into Moody’s credit rating of Big 
Rivers, and whether permanently eliminating it would be viewed adversely. Bottom 
line, Kevin said the $35m Transition Reserve was only one small piece of the large 
pie, one small piece of the 1,000 piece puzzle. He said that while he was the lead 
analyst assigned to Big Rivers, it’s a matter for their credit committee to review and 
opine upon, and that would only be done in totality.. . a completely updated review of 
the Big Rivers credit. He said that while this one issue wouldn’t seem to be cause 
for great concern, related matters such as the current state of the smelters 
operations, the power rates they pay, their competitiveness, the LME, the current 
state of the off-system power market, Big Rivers’ plans for replacing the smelter 
load, etc., etc., etc., would be viewed all together ... not piece by piece. 

Kevin spoke for a couple of hours. I mostly listened. Kevin said that Big Rivers last 
visited Moody’s in May 201 I, and they published their rating update in July 201 1. 
He indicated the need to commence the rating update work the last week of April or 
the first week of May. I noted the upcoming ECP filing, and associated Financing 
Application, including the timeline. Kevin requested Big Rivers provide him a 
presentation (what he called a slide show) and long-term financial forecast shortly 
prior thereto. He said that Moody’s desired to meet face-to-face with me for an 
update not less than annually. Noting the timeline for the potential public or private 
placement ECP financing, and the potential for a rating on such new debt, Kevin 
said that perhaps best to schedule the late April or early May meeting telephonically, 
then plan the face-to-face visit later in 2012. 
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Based on this feedback from Kevin, I think it appropriate to refrain from phoning 
Fitch or S&P, proceed with the plan to replenish the Transition Reserve, and leave 
the Financing Update for the Board as you saw it this morning. 

Comments welcome. 

Thanks, 

Mark 

Mark A. Hite, CPA 

VP Accounting & Interim CFO 

Big Rivers Electric Corporation 

201 Third St. 

Henderson, KY 42420 

270-827-256 1 (corporate) 

270-844-6149 (office) 

270-577-681 5 (mobile) 

81 2-853-0405 (home) 

m h ite@ big rivers. com 
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A P ~ ~ I C A ~ I O ~  OF BIG RIVERS ELECTRIC CORPORATION 
VAL TO ISSU ENCES OF IN EBTEDNESS 

CASE 12-00 1 19 

Response to the Kentucky ndustrial Utility Customers9 
Initial Request for Information 

Dated April 11, 2012 

April 23,2012 

Item 15) 
prepared by BREC since January I ,  2011, for  use by or presentation to any 
credit rating agency, investment banking institution, investment advisoi y 

service, credit support institution, or institutional investment group or 
entity. 

Provide copies of  all reports or presentations that have been 

esponse) Please see the relevant documents in the responses to KITJC 1-1, 
KITJC 1-3 and KIUC 1-14 which are provided on the CD accompanying these 

responses. 

Witness) Mark A. Hite 

Case No. 2012-00119 
Response to KIUC 1-15 
Witness: Mark A. s i t e  
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS 

.2012-00119 

Response to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

April 23, 2012 

Item 16) 
Goldman Sachs, or between, BREC and any other investment banking 
instituftion or an.’ oth,er investment advisory entity, with respect to the 
possible issuance by BREC of negotiable or non-negotiable first mortgage 
bonds or oth,er evidences of lontg term indebtedness, and the terms and 
conditions, in,elu,ding pricing of such instruments, that BREC’s 
institution,al advisors believe could likely be achieved by BREC upon the 
issu,ance of such, indebtedness. 

Provide copies of all correspondence between BREC and 

Response) Please see the response to KITJC 1-4. 

Witness) Mark A. Hite 

Case No. 2012-00119 
Response to KIUC 1-16 
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ON OF RIG RIVERS ELECTRIC CORPORATION 
VAL TO ISSUE EVIDENCES OF HNDE 

CASE NO. 2012-00119 

Response to the entucky Industrial Utility Customers' 
Initial Request for Information 

Dated April 11,2012 

April 23,2012 

tern 17) Provide from your records or th,e records of your investment 
advisor, Goldman Sachs, a list that is as comprehensive as possible of all 
first mortgage bonds and pollution control bonds that have been publicly 
issu,ed or privately placed since January 1, 2010, by electric utilities in the 
TJnited States (inclusive of investor owned, municipal, or cooperative 
electric utilities) that carry credit ratings in the BRR or Baa category. 
Such list should show thre issuance date, the maturity date, the amount, 
an,d the interest rate on each debt obligation. 

Response) Please see the attached list, compiled by Goldman Sachs, of private 
placement and investor owned utility (IOTJ) first mortgage bond (FMB) issuances 
and fixed rate pollution control bond (PCR) issuances since January 1, 2010, by 
electric utilities in the BBB or Baa category, in the requested format. 

Witness) Mark A. Hite 
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As of 4.17.2012 
Credit Quality Size Maturity 

Issuer Type NAlC Moody's SBP Deal Issue Final Avg Life Offer Coupon 
FMB Private Placements 
Empire District Electric Co FMB NAIC-2 A3 BBB+ 88 88 15 15 Feb-12 3.58% 
Duquesne Light Co FMB NAIC-2 A3 BBB+ 200 200 30 30 Oct-11 4.76% 
Consumers Energy FMB NAIC-2 A3 BBB 300 50 5 5 Aug-IO 2.60% 
Consumers Energy FMB NAIC-2 A3 BBB 100 7 7 Aug-IO 3.21% 
Consumers Energy FMB NAIC-2 A3 BBB 100 10 10 Aug-IO 3.77% 
Consumers Energy FMB NAIC-2 A3 BBB 50 30 30 Aug-IO 4.97% 
Consumers Energy FMB NAIC-2 A3 BBB 300 250 12 12 Mar-IO 5.30% 
Consumers Energy FMB NAIC-2 A3 BBB 50 30 30 Mar-IO 6.17% 

FMB IOU Issuance 
Southern California Edison FMB A3 BBB+ 400 400 30 Mar-12 4.05% 
Westar Energy Inc FMB A3 BBB+ 250 250 30 Feb-12 4.13% 
Commonwealth Edison Co FMB Baal A- 600 250 5 Aug-I 1 1.95% 
Commonwealth Edison Co FMB Baal A- 600 350 10 Aug-11 3.40% 
Oglethorpe Power Corp FMB Baal A 300 300 39 Aug-11 5.25% 
Commonwealth Edison Co FMB Baal A- 600 600 3 Jan11 1.63% 
Oglethorpe Power Corp FMB Baal A 450 450 30 Nov-IO 5.38% 
Tristate Gen&Trans Association FMB Baal A 500 100 30 Oct-10 6.00% 
Entergy Gulf States FMB A3 BBB+ 250 250 10 Sep-IO 3.95% 

Fixed Rate Pollution Control Bond Issuance 

Beneficiary Type Put7 Moody's SBP Size Final Put Offer Coupon Issuer 
Tucson Electric Power Co PCB Baa3 BBB- 177 18 Mar-12 4.50% Apache Co Industrial Dev Auth 
NYS Elec & Gas PCB NR BBB+ 132 4 Sep-I 1 2.25% NYS Energy Research & Dev Auth 
Indianapolis P & L Co PCB Aa3 BBB 95 10 Aug-I 1 3.88% Indiana Finance Authority 
Appalachian Power Company PCB Yes NR BBB 65 30 1 Feb-11 2.00% West Virginia Economic Dev Auth 
Indian River Power PCB Baa3 NR 57 30 DeolO 6.00% Sussex Co-Delaware 
FirstEnergy Nuclear Gen Corp PCB Yes Baa2 BBB- 26 23 4 DeolO 3.75% Ohio Air Quality Dev Authority 
Waste Management Inc PCB Yes BBB 12 8 1 Nov-IO 2.30% Miami-Dade Co lndus Dev Auth 
Indian River Power LLC PCB Baa3 NR 190 35 Oct-IO 5.38% Delaware Economic Dev Auth 
FirstEnergy Nuclear Gen Corp PCB Yes Baa2 BBB- 8 23 5 SeplO 3.38% Ohio Air Quality Dev Authority 
FirstEnergy Nuclear Gen Corp PCB Yes Baa2 BBB- 99 23 5 SeplO 3.38% Ohio Water Development Authority 
Entergy Gulf States Inc PCB A3 BBB+ 116 18 SeplO 5.00% Louisiana Public Facs Auth (LPFA) 
Tucson Electric Power Co PCB Baa3 BBB- 100 30 SeplO 5.25% Pima Co Industrial Dev Auth 
Ohio Power Company PCB Yes Baal BBB 39 4 4 Aug-IO 2.88% Ohio Air Quality Dev Authority 
Pub Svc Co of New Mexico PCB Baa3 BB+ 344 30 JunlO 5.90% Farmington City-New Mexico 
Pub Svc Co of New Mexico PCB Yes Baa3 BB+ 60 33 10 JunlO 5.20% Maricopa Co Pollution CtI Corp 
Big Rivers Electric Corp PCB Baal BBB- 83 21 May-IO 6.00% Ohio Co-Kentucky 
Ohio Power Company PCB Yes NR BBB 79 31 4 May-10 3.25% Ohio Air Quality Dev Authority 
Tucson Electric Power Co PCB Baa3 BB+ 12 30 May-IO 6.25% Farmington City-New Mexico 
Tucson Electric Power Co PCB Baa3 BB+ 255 30 May-10 5.90% Farmington City-New Mexico 
Appalachian Power Company PCB Baa2 BBB 50 29 May-10 5.38% West Virginia Economic Dev Auth 
International Paper Company PCB Baa3 BBB 20 24 May-IO 5.70% Columbus Co Ind Fac & PC Fin Auth 
Pacific G & E PCB Yes A3 BBB+ 50 17 2 Apr-IO 2.25% California lnfrstr & Eco Dev Bank 
Ohio Power Company PCB Yes Baal BBB 86 33 5 Mar-IO 3.13% West Virginia Economic Dev Auth 
Southwestern Elec Power PCB Yes Baa3 BBB 54 9 5 Mar-10 3.25% DeSoto Parish-Louisiana 
Appalachian Power Co PCB Baa2 BBB 18 12 Mar40 4.63% Russell Co Industrial Dev Auth 
United Illuminating Co PCB Yes Baa2 BBB 28 17 5 Jan10 4.50% New Hampshire Business Fin Auth 

Credit Quality Maturity 

Sources: 
Private Placemen! Issuance - Private Placement Monitor 
FMB loll Issuance - Bloomberg, Thomson Reuters IFR 
PCB Issuance - SDC Platinum. Thomson Financial 
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ABP1,ICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAJL TO ISSUE EVIDENCES OF INDEBTEDNESS 

CASE NO. 2012-00119 

esponse to the Kentucky Industrial IJtility Customers’ 
Initial Request for Information 

Dated April 11,2012 

April 23,2012 

Item 18) Indicate whether thx interest rates contemplated to be paid by 
BREG on its term indebtedness to CoBanlz and GFC are comparable to the 
interest rates that are paid by electric utilities th,at carry comparable 
in,stitutional credit ratings. I f  the interest rates to be paid by BREG on the 
indebtedness to CoBank and CFC are higher than those of its rating peer 
group, please explain in detail the reasons for  such interest rate 
differentials. 

Response) Yes, Big Rivers’ believes the  all-in effective cost of the CoBank and 
CFC term loans are comparable, and competitive. But in reference to the response 
to KIUC 1-17, it is important to note that unlike Big Rivers, the majority of the 
issuers on the provided schedule regularly frequent the capital markets, are 
regularly followed by the investors and are generally well known credits. Their 
securities are actively traded. For the most part, they are SEC reporting entities. 
Big Rivers possesses none of those characteristics. For these reasons, and others, 
it is difficult to compare any of those issue rates to a unique credit like Big Rivers, 
and difficult to draw meaningful conclusions for Big Rivers. Also note that that 
the listed rates do not include the cost of financing, including but not limited to 
underwriting fees and fees of bond counsel. Also please see the response to KIUC 
1-19. 

Witness) Mark A. Hite 
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APPLICATION OF’ BIG RIVERS ELECTRIC CORPORATION 
FOR A VAL TQ ISSU IDENCES OF INDE 

o w e  to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

Dated April 11,2012 

April 23,2012 

Item 19) 
term debt to and throu,gh CoBank a n d  CFC rath,er than to undertake 
market based ismances of indebtedness? 

Explain. in narrative form why BREC is proposing to issue 

Response) The estimated CoBank and  CFC all-in term loan cost is competitive. 
For various other reasons, including timing, opportunity and added certainty, Big 
Rivers chose to pursue the term loans with CoBank and CFC. For a market-based 
financing, while price and capacity discovery for a credit such as Big Rivers is 
uncertain, Big Rivers’ estimates the long-term spread to U.S. Treasury for a 
company with split investment grade ratings of B a a l  from Moody’s and BBB- from 
S&P and Fitch is currently 250bp to 275bp. And, as the capital markets continue 
to be volatile, although the trend shows improvement, Big Rivers opted to defer 
pursuit of its next market-based financing. Please see the response to KIUC 1-17, 
which illustrates the competitive all-in cost of the CoBank and CFC term loans. 
Understandably, it would take considerably more time and additional expense to 
consummate a market-based financing for several reasons, including but not 
limited to developing and presenting a comprehensive presentation to educate 
investors on Big Rivers, determining best execution strategy for Big Rivers (i.e. 
private placement or public offering), preparing a disclosure document, 
negotiating documents, having the transaction rated, paying bond counsel, and 
paying underwriting fees. 

Witness) Mark A. Hite 
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equest for Information 
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April 23, 2012 

Item 20) 
proceeds from its issu,an,ce of indebtedness to CoBanlz and GFC to redme 
the outstanding balance of thx RUS Series A Mote, bearing an interest rate 
of 5.75%, instead of reducing in whole or in par t  the outstanding balance 
on th,e Series 201A Bonds, bearing a n  interest rate of 6.00%. 

Explain in narrative form wh,y BREC proposes to use the 

Response) Section 3.01 Optional Redemption, o f  the Series 2010A Bonds Trust 
Indenture sets forth July 15, 2020, as the earliest partial or whole redemption 
date for the Series 2010A Bonds. 

Witness) Mark A. Elite 
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ON OF BIG RIVERS ELECTRIC CORPORATION 
VAL TO ISSUE EVIDENCES OF INDEBTEDNESS 

CASE NO. 2012-00119 

esponse to the Kentucky Industrial Utility Customers’ 
Request for Information 
ated April 11,2012 

April 23,2012 

Item 21) 
reasons underlying such beliefs, that BREC will be able to finance its 
capital expenditures for enwironmental coinpliance and, i f  so, how BREC 
plans to structure th,at financing. 

Explain in narrative form whether BREC believes, and the 

Response) Yes, Big Rivers believes that it will be able to finance the capital 
expenditures for its 2012 Environmental Compliance Plan (“ECP”), currently 
estimated to be $283,500,000. Big Rivers has a strong balance sheet as evidenced 
by its December 31, 2011, equity to total capitalization ratio of 33%. Big Rivers 
has achieved a margins for interest ratio (MFIR) in excess of its minimum 
Indenture requirement each calendar year since the so-called “TJnwind” 
transaction closed, on July 16, 2009. At January 31, 2012, Big Rivers had 
$284,276,757 excess borrowing capacity, based on the calculation of Bondable 
Additions, as defined in the Indenture. After appropriately reducing that amount 
for the transactions proposed in this Financing Application, the excess capacity 
becomes $146,120,957. Prospective plant additions, such as capital expenditures 
for the ECP, and other routine capital expenditures in the ordinary course of 
business, serve to further increase Big Rivers’ borrowing capacity (i.e. Bondable 
Additions). Big Rivers has investment grade credit ratings of B a a l  from Moody’s, 
and BBB- from Standard & Poor’s and Fitch. 

Big Rivers has commenced efforts to finance its ECP. Those efforts 
have included discussions with the RTJS, CFC and Goldman Sachs, as well as face- 
to-face meetings with RUS and CFC. For example, Big Rivers may utilize a 
construction revolver to fund its ECP construction, bridging to permanent 
financing at a later date, perhaps following the ECP assets being placed into 
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CASE NO. 2012-00119 

Response to the Kentucky Industrial Utility Customers’ 
Initi 

April 23,2012 

service. As Big Rivers’ all-requirements contracts with its members extend 
through December 31, 2043, it is likely that Big Rivers will seek permanent ECP 
financing of an  approximate 30 year term, and generally level debt service, but 
structured to accommodate Rig Rivers’ other long-term debt obligations. Note 
that while Big Rivers is borrowing $580,155,800 from CoRank and  CFC, the long- 
term debt outstanding only increases $138,155,800, as $442,000,000 is a 

refinancing of the RTJS Series A Note. 

Witness) Mark A. Hite 
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APPLICATION OF RIG RIVERS ELECTRIC CORPORATION 
APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS 

CASE NO. 2012-00119 

Response to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

pril 11, 2012 

April 23, 2012 

Item 22) Explain in narrative form how the su,bject refinancing will 
affect WREC’s capacity to finance, or the cost to finance, its anticipated 
capital expenditures for  environmental compliance. Please include in 
you,r answer RREC’s plans for this financing. 

Response) As stated in the response to  KILJC 1-21, Big Rivers’ current Bondable 
Additions, as defined in its Indenture, provide significant borrowing capacity. 
And, net additions to Big Rivers’ total utility plant, including the 2012 
environmental compliance plan and other routine capital expenditures in the 
ordinary course of business, serve to increase borrowing capacity, as they will 
increase Bondable Additions. 

The refinancing of the RTJS Series A Note proposed in this Financing 
Application should serve to enhance Big Rivers’ future ability to borrow because it 
lowers Big Rivers’current cost of debt. In addition, the proposed refinancing meets 
the required $60,000,000 principal payment due on the RTJS Series A Note by 
October 1, 2012, and the required $200,000,000 principal payment on the RTJS 
Series A Note by January 4, 2016, and allows for a more level debt service for Big 
Rivers, which is a credit positive. 

Please see the response to KIUC 1-21, and the Direct Testimony of 
Mark A. Hite beginning at page 15 of Big Rivers’ ECP filing of April 2, 2012, Case 
No. 2012-000631, for additional information regarding Big Rivers’ plans for its 

1 Case No. 2012-00063, Application, of Big Rivers Electric C o r p o i d o n  for Approval 
of i t s  2012 Environnienlafl Conipliance Plan, for Approva,l of its Amended Environinental Cost 
Recovery Surcharge Tarriff, for Certificales of Public Convenience and Necessity, and for Authority 
to Esta,blish a Regula,tory Account, filed April 2, 2012. 

Case No. 2012-00119 
Response to KIUC 1-22 
Witness: Mark A. Hite 
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ECP financing. Again, note that while Big Rivers is borrowing $580,155,800 from 
CoBank and CFC, the long-term debt outstanding only increases $138,155,800, as 
$442,000,000 is a refinancing of the RUS Series A Note. 

Case No. 2012-00119 
Response t o  KIUC 1-22 
Witness: Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
R0VA.L To ISSUE VICDENCES OF’ INDEBTE 

CASE NO. 2012-00119 

espolnse to the Kentucky Industrial Utility G ~ s t o m e r s ~  
for Information 
il 11,2012 

April 23,2012 

Item 23) 
reasons underlying such beliefs, tha t  future issuances of debt that may be 
necessary to fund BREC’s capital expenditures for environmental 
compliance can, be obtained at an interest rate lower than  5.75%’ the 
interest rate on the RUS Series A Note. 

Explain in, narrative form wh,ether BREC believes, and the 

a. If RREC believes that  the interest rate on future debt 
issu,ances to fund environmentally related capital 
expenditures will be less than 5.75%, then explain why 
BREC believes that new environmentally related debt can 
be issued at interest rates lower than the Series 2010A 
Bonds. 

b. If RREC believes that the interest rate on future debt 
issuances to f imd environmentally related capital 
expenditures will be greater than 5.75%, then explain. whjy 
BREC intends to use the preponderance of the proceeds of 
its CoBank and CFC borrowings to reduce the prinwipal 
balance o f  the RIJS Series A Note (costing 5.75%) rath,er 
th,an to fumd environmentally related capital expenditures 
(anticipated to cast greater than 5.75%). 

Response) 
a. It cannot be known with certainty what interest rates will be at 

the time Big Rivers will be in a position to close on financing its 
2012 ECP. However, Big Rivers’ currently believes it is 

Case No. 2012-0Q119 
Response to KIUC 1-23 
Witness: Mark A. Hite 
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APPLICATION OF IG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL, TO ISSUE EVIDENCES OF IN EBTEDNESS 

CASE NO. 2012-00119 

esponse to the Kentucky Industrial Utility Customers’ 

April 23, 2012 

reasonable to assume it will be able to borrow funds for its ECP at 
an  interest rate of approximately 5.75%, as discussed beginning 
on page 17 of the Direct Testimony of Mark A. Hite in Big Rivers’ 
ECP filing of April 2, 2012, Case No. 2012-000632. As regards the 
6% fixed rate from the June 8, 2010, financing of the Series 2010A 
Bonds, the municipal and taxable interest rates have declined 
significantly since that time. 

b. As noted in the response to a. above, Big Rivers currently believes 
it is reasonable to assume it will be able to borrow funds for its 
ECP at an interest rate of approximately 5.75%. Big Rivers 
cannot know with certainty what the timing for, nor the interest 
rate of, its ECP financing will be. At  the same time, Rig Rivers 
believes the final all-in effective rates of the CoBank and CFC 
term loans proposed in this Financing Application will be less 
than the 5.75% rate on the RTJS Series A Note. Big Rivers 
believes that  the CoBank and CFC term loans present a timely 

opportunity to meet its required $60,000,000 principal payment 
by October 1, 2012, $200,000,000 principal payment by January 4, 
2016, plus refinance an additional $182,000,000, at a rate below 
the current 5.75%, and also enables Big Rivers to  achieve a more 
level debt service, a credit positive. It should also be noted that 

2 Case No. 2012-00063, Application of Big Rivers Electric Corporastion for Approva.1 
of its 2012 Environmental Con iphnce  Plan, for Approvnl of its Aniended Environnienta.1 Cost 
Recovery Surcharge Ta>riff, for Certifica,tes of Public Convenience and Necessity, a,nd for Authority 
to Establish, a Regulatory Account, filed April 2, 2012. 

Case No. 2012-00119 
Response to KIUC 1-23 
Witness: Mark  A. Hite 
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7 Witness) 
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the proposed CoBank and CFC term loans require $442,000,000 of 
the proceeds be applied to the RUS Series A Note and that the 
Maximum Debt Balance Schedule be amended t o  reflect a 
corresponding reduction. 

Mark A. Hite 

Case No. 2012-00119 
Response to KIIJC 1-23 
Witness: Mark A. Hite 
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With respect to BREC’s RtJS Series A Note: 

a. Show the stated amounts, the financial accounting 
amounts, the difference between the stated amounts and the 
financial accomting amounts, and the imputed interest 
rates for December 31, 2010 and 2011. I f  the imputed 
interest rate at December 31, 2011 was different than the 
imputed interest rate at December 31, 2010, please provide a 
complete explanation, of such change. 

b. Assuming that BREC will use $442 million in proceeds from 
the term debt to CoBanK and CFC to reduce th,e RtJS Series 
A Note to $84.603 million, show the anticipated amounts as 
of December 31, 2012, for the stated amount, the financial 
accounting amount, and the imputed in,terest rate. I f  the 
imputed interest rate at December 31, 2012 will be different 
than the imputed interest rate at December 31, 2010, please 
provide a complete explanation, of  such change. I f  the 
impu,ted interest rate is unchanged from December 31,201 1 
to December 31, 2012, please explain, wh,y the lower cost 
refunding of thje RIJS Series A Note does not cause a change 
in  th,e impu?ted interest rate for financial accounting 
p u, rp oses. 

c. Explain whpy the imputed interest rate on the New RTJS 
Promissory Note (bearing a stated interest rate of 5.75%) 
was 5.82%, while th,e imputed interest rate on the RZJS 

Case No. 2012-00119 
Response to KIUC 1-24 
Witness: Mark A. Hite 
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Series A Note (the successor instru,ment to the New RT.TS 
Promissory Note, also bearing a stated interest rate of  

Show the amount of  th,e gain or loss that will be recognized 
by RREC for financial accounting purposes when $442 
million is paid to reduce the principal balance o f  the RCJS 
Series A Note. If the impu,ted interest rate on the RTJS 
Series A Note is changed because of  the cost of  the new debt 
with CoRank and CFC or for any other reason, please 
disaggregate th,e gain or loss to show the amounts 
attributable to (i) the debt repayment amount of $442 
million, and (ii) the  change in the imputed interest rate. 
Also, explain whether this gain or loss will be expensed 
1. during 2012, 
2. over the remaining term of the RUS Series A Note, or 
3. over thte term of th,e debt issued to CoBanlz and CFC, and 

explain the reasoning for RREC’s ch,oice of  accounting 
treatment for  such gain or loss. 

5.75%) is 5.84%. 

The 5.75% stated amount, the financial accounting amount, the 
difference between the stated amount and the financial 
accounting amount, and the imputed, or effective, interest rate on  
the RTJS Series A Note as of December 31, 2010, and December 
31, 2011, were as follows: 

Case No. 2012-00119 
Response to KIUC 1-24 
Witness: Mark A. Hite 
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Initial Request for Information 
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Apri l  23,2012 

Imputed 
Year End Stated GAAP Difference Rate 
2010 $561,06 1,340 $558,731,205 $2,330,135 5.84% 
2011 $523,192,168 $521,249,857 $1,942,311 5.85% 

Because the RUS Series A Note fair value for GAAP and RUS 
accounting purposes differs from its stated value, a n  imputed 
interest rate is determined that differs from its 5.75% stated 
interest rate. The imputed interest rate is a function of the note’s 
actual debt service, or cash flow. Accordingly, a change in cash 
flow, timing or amount, may result in a prospective change in the 
effective interest rate. As shown in the table above, the difference 
in the imputed interest rate of 5.84% at December 31, 2010, vs. 
5.85% at December 31, 2011, was due to three cash flow changes 
during 2011. The first cash flow change occurred January 3, 

2011, when Rig Rivers “clawed back” a prepayment that  had been 
made in 2010. The second cash flow change occurred April 1, 
2011, when Rig Rivers utilized the $35,000,000 Transition 
Reserve to prepay the RTJS Series A Note. The third cash flow 
change occurred October 3, 2011, when Big Rivers made a 
prepayment. 

b. Please see the chart below which shows the stated amount, the 
financial accounting amount, and the imputed interest rate on the 
5.75% RTJS Series A Note as of December 31, 2012: 

Case No. 2012-00119 
Response to KIUC 1-24 
Witness: Mark A. Hite 
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1 
Imputed 

Year End Stated GAAP Difference Rate 
2012 $84,603,000 $84,094,227 $508,773 5.85% 
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RTJS Bulletin Section 1767.15(q)(3) states “When the redemption 
of one issue or series of bonds or other long-term obligations is 
financed by another issue or series before the maturity date of the 
first issue, the difference between the amount paid upon 
refunding and the face value; plus any unamortized premium less 
related debt expense or less any unamortized discount and related 
debt expense, applicable to the debt refunded, shall be included in 
Account 189, TJnamortized Loss on Reacquired Debt, or Account 
257, TJnamortized Gain on Reacquired Debt, as appropriate.” 
This section goes on to say that “The Utility may elect to account 
for such amounts as  follows: (A) Write them off immediately when 
the amounts are insignificant; (B) Amortize them by equal 
monthly amounts over the remainder of the original life of the 
issue retired; or (C) Amortize them by equal monthly amounts 
over the life of the new issue.” 

Big Rivers will utilize option (C) and amortize the loss due 
to refinancing $442,000,000 of the RUS Series A Note in equal 
monthly amounts over the life of the CoBanlc and CFC Term 
Loans. This option most accurately matches the cost of the 
refinancing with the benefit of the refinancing. This is also 

Case No. 2012-00119 
Response to KIUC 1-24 
Witness: Mark A. Hite 

Page 4 of 6 



RS ELECTRIC CORPORATION 

1 
2 

3 
4 

5 
6 
7 

8 

9 
10 
11 
12 

13 
14 
15 

16 

17 

18 

19 
20 

21 

22 
23 

24 

2.5 

A ~ ~ ~ ~ C A ~ ~ O ~  OF BIG IVERS ELECTRIC CORPORATION 
S OF INDEBTEDNESS 
19 

cky Industrial Utility Customers’ 
uest for ‘Information 
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April 23,2012 

historically consistent with previous and similar Big Rivers’ 
transactions. 

Because this transaction is a reacquisition of debt with 
refunding rather than an ordinary prepayment or “claw back’, 
and because the loss due to refinancing the RIJS Series A Note 
will be amortized over the life of the new debt issued, there will be 
no resulting change in the imputed interest rate for GAAP and 
RUS accounting purposes when compared to December 31, 2011. 
December 31, 2011, vs. December 31, 2010, was described in the 
response to part a. above. 

c. As stated in the response to part a. above, a change in the cash 
flow on the 5.75% RIJS Series A Note may necessitate a 
prospective change in the imputed interest rate. The most 
notable cash flow change occurred July 16, 2009, when a portion 
of the “Unwind” transaction proceeds were applied to the note. 
None of the cash flow changes in the note from 2009 to the 
present were the result of a refinancing accompanied by the 
issuance of new debt, which is a distinguishing factor in 
determining the accounting treatment for the RTJS Series A Note 
in this Financing Application. 

d. The loss resulting from refinancing $442,000,000 of the RTJS 
Series A Note on June 29, 2012 is $1,225,589, which, as described 
in the response to b. above, will be amortized in equal monthly 
amounts over the term of the CoBank and CFC term loans. Such 
accounting treatment most accurately matches the cost of the 

Case No. 2012-00119 
Response to K W C  1-24 
Witness: Mark A. Hite 
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refinancing to the benefit of the refinancing. Similarly, the cost of 
issuing the new debt, including closing fees, will also be amortized 
over the life of the associated debt. 
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6 Witness) Mark A. Hite 
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Case No. 2012-00119 
Response to KIUC 1-24 
Witness: Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
APPROVAL TO ISSUE EVIDENCES OF INDE 

Response to the Kentucky Industr ia l  Utility Customers' 
Initial Request for Information 

ated April 11,2012 

Item 25) Please explain wheth,er the lower cost refunding that BEEC 
intends to obtain from CoBanlz and CFC, in part  to make a significant 
reduction to th,e RIJS Series A Note, will h,awe any effect on the imputed 
interest rate u,sed to calcu,late the  balance of the RZJS Series I3 Note for 
financial accounting purposes. I f  so, what change will occur in the 
financial accounting balance of  the RUS Series B Note, and how will the 
gain or loss upon such chrange be h!andled for  financial accounting 
purposes? I f  there will be no change, please explain why no change will 
occur to the imputed interest rate of th,e RZJS Series B Note. 

Response) The proposed refinancing of $442,000,000 of the 5.75% RTJS Series A 
Note has no effect on the financial accounting treatment for the non-interest 

bearing RUS Series B Note. 

Witness) Mark A. Hite 

Case No. 2012-00119 
Response to KIUC 1-25 
Witness: Marl: A. Rite 
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Dated April 11,2012 

April 23, 2012 

Item 26) 
once financing is closed and for the next five years. 

Provide a calculation of  the net redu,ction in the smelter rate 

Response) The specific timing and amount of Rig Rivers next request to the 
Commission for a general adjustment in base tariff rates is unknown. Inevitably, 
a reduction in Big Rivers’ revenue requirement resulting from refinancing a 
portion of the RTJS Series A Note with the term loans from CoBank and CFC will 
serve to reduce member rates below what they would otherwise be. Any reduction 
in Big Rivers’ fixed costs could improve Big Rivers’ TIER, and improve the 
smelters’ chances for a reduction in the TIER Adjustment Charge. 

Witness) Mark A. Hite 

Case No. 2012-00119 
Response to KIUC 1-26 
Witness: Mark A. Hite 
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