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ATTORNEYS AT LAW

February 11, 2013

=)
Via Federal Express FEB ; 2 701
oLy J
PUB| [0 oy
Mr. Jeff DeRouen Con o SL Iy CE
Executive Director OMvii SSION

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

Re: In the Maitter of: The Application of Big Rivers Electric
Corporation for Approval to Issue Evidences of
Indebtedness, PSC Case No. 2012-00492

Dear Mr. DeRouen:

Enclosed are an original and ten copies of responses of Big Rivers Electric
Corporation to Alcan Primary Products Corporation’s Supplemental
Request for Information and to Kentucky Industrial Utility Customers,
Inc.’s Supplemental Data Requests. 1 certify that copies of this letter and
responses have been served this day on each person shown on the attached
service list by delivering the same to an overnight courier service, prepaid,
for delivery on February 12, 2013.

Sincerely yours,

James M. Miller
JMM/GJ
Enclosures

ce: Billie J. Richert



Service List
PSC Case No. 2012-00492

Michael L. Kurtz, Esq.
BOEHM, KURTZ & LOWRY
36 E. Seventh Street

Suite 1510

Cincinnati, Ohio 45202

David C. Brown, Esq.

Stites & Harbison

1800 Providian Center

400 West Market Street
Louisville, Kentucky 40202

Donald P. Seberger

Rio Tinto Alcan

8770 West Bryn Mawr Avenue
Chicago, Illinois 60631

Jennifer Hans Black

Dennis G. Howard, I1
Lawrence W. Cook
Assistant Attorneys General
1024 Capital Center Dr.
Suite 200

Frankfort, KY 40601

Mr. David Brevitz
3623 SW Woodvalley Terrace
Topeka, KS 66614



BIG RIVERS ELECTRIC CORPORATION
APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS
CASE NO. 2012-00492

VERIFICATION

I, Billie J. Richert, 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 knowledge, information, and belief formed after a reasonable inquiry.

A e

/ Billie J. elt

COMMONWEALTH OF KENTUCKY )
COUNTY OF HENDERSON )

SUBSCRIBED AND SWORN TO before me by Billie J. Richert on this the I_[%ay of
February, 2013.

Mioan . S. Beudes

Notary Pl@hc Ky. State at Large
My Commission Expuesjl_q_g.o Jo
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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 0049.2
EVIDENCES OF INDEBTEDNESS ) )

Response to Kentucky Industrial Utility Customers’
Supplemental Request for Information
dated February 5, 2012

FILED: February 12, 2013
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS
CASE NO. 2012-00492

Response to the Kentucky Industrial Utility Customers’
Supplemental Request for Information
dated February 5, 2013

February 12, 2013

Item 1) Provide a copy of all correspondence and documents between
and among BREC and the three rating agencies since January 1, 2013.
This data request remains active throughout the proceeding. If BREC
obtains any further or supplemental documents or information
subsequent to the preparation and service of BREC’s responses hereto,
please provide such documents or information as part of a supplemental

response.

Response) Please see the attached correspondence and documents between and

among Big Rivers and the three rating agencies.

Witness)  Billie J. Richert

Case No. 2012-00492
Response to KIUC 2-1
Witness: Billie J. Richert
Page 1l of 1



Billie Richert

From: Billie Richert
Sent: Tuesday, February 05, 2013 6:25 PM

e 'Dennis.Pidherny@fitchratings.com’

c: 'Alan.Spen@fitchratings.com’; Ralph Ashworth
Subject: RE: Press Release

Dennis/Alan,

| want to note one other item. Part of our mitigation plan, and also built into our 2013 budget, is the temporary idling of
a plant. Our mitigation plan includes the idling of one or more plants upon the exiting of the smelter(s). Just wanted to
make sure to clarify the mitigation plan includes this action as well.

Thanks,
Billie

From: Billie Richert

Sent: Tuesday, February 05, 2013 6:22 PM

To: 'Dennis.Pidherny@fitchratings.com’

Cc: Alan.Spen@fitchratings.com; Ralph Ashworth
Subject: RE: Press Release

Dennis/Alan,
Couple of items:

1) Sales Dominated by Smelters — not sure about the 65% and 70%. I'm getting 61% and 64% for 2012.

2) Abundant Low Cost Resources - Please confirm source of $39.07/MWh in 2011, net of credits.

3) Under Alcan Follows with Termination Notice ~ paragraph 3 — please remove the word ‘emergency’ preceding
‘rate relief’. We are filing a general rate case and not an emergency rate case.

4) Under Alcan Follows with Termination Notice — paragraph 4 —add after ‘with Century to ‘ enter into an
agreement’ ....to assist Century; and remove the words ‘alter the terms of its agreement, and’. We are
negotiating a new agreement. The existing smelter agreement terminates upon the end of the 12 month
termination notice.

I'm out of the office tomorrow until around 9:30 CST and will not have access to a computer or email. 1will call you as
soon as | get in the office.

Thanks,
Billie

From: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.com]
Sent: Tuesday, February 05, 2013 3:57 PM

To: Billie Richert

Cc: Alan.Spen@fitchratings.com

Subject: Press Release

Billie,

Attached is a draft of the Fitch Press Release. Please review it for factual accuracy and to ensure that we have not
~luded any confidential information. Please provide any comments to me in writing as soon as you have had the chance

review the release.
Case No. 2012-00492
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Thank you again for your assistance.

sennis M. Pidherny

Managing Director, Sector Head
Public Finance - U.S. Public Power
Fitch Ratings

One State Street Plaza

New York, NY 10004

+1(212) 908-0738

+1 (516) 659-2428 (mobile)
dennis.pidherny@fitchratings.com

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit
http://www.messagelabs.com/email.

Case No. 2012-00492
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Billie Richert

From: Billie Richert
Sent: Tuesday, February 05, 2013 6:22 PM
Y '‘Dennis.Pidhermy@fitchratings.com’
c: Alan.Spen@fitchratings.com; Ralph Ashworth
Subject: RE: Press Release
Dennis/Alan,

Couple of items:

1) Sales Dominated by Smelters — not sure about the 65% and 70%. I'm getting 61% and 64% for 2012.

2) Abundant Low Cost Resources - Please confirm source of $39.07/MWh in 2011, net of credits.

3) Under Alcan Follows with Termination Notice — paragraph 3 — please remove the word ‘emergency’ preceding
‘rate relief’. We are filing a general rate case and not an emergency rate case.

4) Under Alcan Follows with Termination Notice — paragraph 4 — add after ‘with Century to ‘ enter into an
agreement’ ....to assist Century; and remove the words ‘alter the terms of its agreement, and’. We are
negotiating a new agreement. The existing smelter agreement terminates upon the end of the 12 month
termination notice.

I'm out of the office tomorrow until around 9:30 CST and will not have access to a computer or email. | will call you as
soon as | get in the office.

Thanks,
Billie

~vom: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.com]
2nt: Tuesday, February 05, 2013 3:57 PM

To: Billie Richert

Cc: Alan.Spen@fitchratings.com

Subject: Press Release

Billie,

Attached is a draft of the Fitch Press Release. Please review it for factual accuracy and to ensure that we have not
included any confidential information. Please provide any comments to me in writing as soon as you have had the chance
to review the release.

Thank you again for your assistance.

Dennis M. Pidherny

Managing Director, Sector Head
Public Finance - U.S. Public Power
Fitch Ratings

One State Street Plaza

New York, NY 10004

+1(212) 908-0738

+1 (516) 659-2428 (mobile)
~annis.pidherny@fitchratings.com

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is equfidegtiahgndfproe
the use of the addressee(s) only. If you are not the intended recipient ofithisknieail fin-10é dyplisate®KIUC 2-1

1 Witness: Billie J. Richert
Page 3 of 167


mailto:Dennis.Pidherny@fitchratings.com
mailto:Dennis.Pidherny@fitchratings.com
mailto:Alan.Spen@fitchratings.com
mailto:hernv@fitchratinas.com

redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
*o retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the Messagelabs Email Security System. For more information, please visit
http://www.messagelabs.com/email.
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Billie Richert

From: Dennis.Pidherny@fitchratings.com
Sent: Tuesday, February 05, 2013 3:57 PM
¥ Billie Richert
S Alan.Spen@fitchratings.com
Subject: Press Release
Attachments: Big Rivers RAC 2-5-13.pdf
Billie,

Attached is a draft of the Fitch Press Release. Please review it for factual accuracy and to ensure that we have not
included any confidential information. Please provide any comments to me in writing as soon as you have had the chance
to review the release.

Thank you again for your assistance.

Dennis M. Pidherny

Managing Director, Sector Head
Public Finance - U.S. Public Power
Fitch Ratings

One State Street Plaza

New York, NY 10004

+1(212) 908-0738

+1 (516) 659-2428 (mobile)
dennis.pidherny@fitchratings.com

onfidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for
whe use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit
http://www.messagelabs.com/email.
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FITCH DOWNGRADES BIG RIVERS ELECTRIC CORP, KY's 2010A POLLUTION
CONTROL RFDG REV BONDS TO ‘BB’; OUTLOOK TO NEGATIVE

Fitch Ratings—New York-5, February 2013: Fitch Ratings has
downgraded the rating on Big Rivers Electric Corporation’s
$83.3 million County of Ohio, KY’s pollution control refunding
revenue bonds series 2010A to ‘BB’ from ‘BBB~‘.

The Outlook is revised to Negative.
SECURITY

The bonds are secured by a mortgage lien on substantially all
of the Big Rivers’ owned tangible assets, which include the
revenue generated from the sale or transmission of electricity.

KEY RATING DRIVERS/SENSITIVITIES

SPECULATIVE GRADE RISK: The rating downgrade and Outlook
revision reflect Fitch’s view that the credit quality of Big
Rivers has become increasingly speculative, following the
recent decisions by Alcan Primary Products Corporation (Alcan)
and Century Aluminum Co. (Century) to terminate their
respective power supply agreements with Big Rivers.

SALES DOMINATED BY SMELTERS: Alcan and Century both own and
operate large aluminum smelting facilities served by Big
Rivers, through its largest member Kenergy Corp. Together the
two facilities account for approximately 65% and 70% of Big
Rivers'’ total energy sales and revenues, respectively.

INCREASED RELIANCE ON WHOLESALE MARKET: Long-term stability at
Big Rivers is likely to become increasingly reliant on less
predictable off-system sales and related margins following
closure of the smelting facilities. The use of cash reserves
will partially mitigate this risk, but prevailing low power
prices will stress results.

ABUNDANT LOW COST RESOURCES: Big Rivers benefits from abundant
low-cost coal-fired power resources and an average wholesale
system rate ($39.07/MWh in 2011, net of credits) that is
regionally competitive and among the lowest in the nation.

SUBJECT TO RATE REGULATION: The electric rates charged by Big
Rivers and its members are regulated by the Kentucky Public
Service Commission (KPSC), which could limit the cooperative’s
financial flexibility and may delay the timing or amount of
necessary rate increases.

Case No. 2012-00492

Attachment for Response to KIUC 2-1
Witness: Billie J. Richert
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LIQUIDITY SOLID BUT FINANCIAL RESULTS UNCERTAIN: Big Rivers
reported cash of $113.25 million at Sept. 30, 2012, excluding
restricted funds available for member rate mitigation. Funds
are available to support operations and may be used to meet the
cooperative’s June 2013 scheduled debt maturity ($58.8
million). Longer-term financial forecasts are being developed.

WHAT COULD TRIGGER A RATING ACTION

INABILITY TO FIND ACCEPTABLE PURCHASERS: Extended overreliance
on short-term power sales as a replacement for the Century and
Alcan agreements to meet debt service payments.

INSUFFICIENT REGULATORY SUPPORT: Inadeguate or untimely support
by the KPSC would be viewed negatively.

IMPLEMENTATION OF REASONABLE MITIGATION PLAN: Implementation of
a mitigation plan that maintains reasonable financial and
operating stability would be supportive of credit quality.

CREDIT PROFILE

Big Rivers provides wholesale electric and transmission service
to three electric distribution cooperatives. These distribution
members provide service to a total of about 112,500 retail
customers located in 22 western Kentucky counties. Kenergy
Corporation, the largest of the three systems, is unique in
that its electric load is dominated by two aluminum smelting
facilities, owned and operated by Alcan and Century.

CENTURY AGREEMENT TERMINATED AUGUST 2012

Under the power supply agreements between Kenergy and the
smelters, which expire in 2023, the smelters are required to
take-or-pay for specific quantities of energy, irrespective of
their needs. The contracts further provide for termination on
one years’ notice without penalties subject to certain
conditions including the termination and cessation of all
aluminum smelting operations at the relevant facilities.

On August 20, 2012, Century issued a notice to terminate its
power agreement with Big Rivers and stated its intent to close
its Hawesville, KY smelter. Century claimed that the smelter
was not economically viable despite electric rates well below
the national average.

Case No. 2012-00492
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Witness: Billie J. Richert
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BIG RIVERS IMPLEMENTS MITIGATION PLAN

Big Rivers began looking into alternative arrangements with
other power purchasers to redeploy its excess generating
capacity immediately after the Century notice, consistent with
the mitigation plan previously developed by management to
address the potential loss of aluminum smelter load. In
addition, Big Rivers has also filed for an increase in rates
with the Kentucky Public Service Commission to eliminate
anticipated short-falls in revenue as a result of the loss of
the Century smelting load. The filing, submitted on Jan. 15,
2013, requests an increase in total revenue of $74.5 million or
21.4%.

ALCAN FOLLOWS WITH TERMINATION NOTICE

Alcan delivered notice to Big Rivers’ on Jan. 31, 2013 of its
decision to terminate its power supply agreement noting, in
particular, the Jan. 15, 2013 rate filing and anticipated
increase in electric rates. Similar to the Century notice,
Alcan stated that the planned rate increase would make the
smelting facility in Robards, KY unprofitable, and that all
smelting operations would be ceased at the end of the one-year
notice period.

Closure of the smelting facilities has significant potential
implications for Big Rivers, which has acknowledged that the
termination notices are valid. Besides the impact of the loss
of some 1,400 plant workers, the remaining residential and
commercial customers of Big Rivers will most likely have to
absorb meaningfully higher rates, with the increase reflecting
the amount, pricing and contractual provisions of surplus power
sold to new customers.

Big Rivers has redoubled its efforts to secure alternative
power supply customers in the wake of the Alcan notice, but
future firm contractual arrangements are unlikely over the near
term. As a result, it is expected that Big Rivers will seek to
modify its request for emergency rate relief from the KPSC to
reflect the loss of the full smelter locad over time.

Fitch notes that Big Rivers and Kenergy have also reportedly
entered into negotiations with Century to alter the terms of
its agreement, and to assist Century to access market power in
order to keep the smelting operations open beyond Aug. 20,
2013. Alcan has requested a similar accommodation. Fitch
expects that any such accommodation would be part of broader

Case No. 2012-00492
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plan to address the operating and financial effect on Big
Rivers

FUTURE FINANCIAL RESULTS UNCLEAR

Big Rivers margins are expected to remain adequate to service
financial obligations through at least August 2013 since both
Century and Alcan remain obligated to make all required
payments to Kenergy. For the nine months ended September 30,
2012, Big Rivers reported operating revenue, earnings before
interest, taxes and depreciation and net margins, that were all
largely in line with budget, and the same nine month period
through 2011.

Positively, Big Rivers reported cash and cash equivalents of
$113.25 million at Sept. 30, 2012, excluding additional amounts
held as special, restricted funds available for member rate
mitigation. Big Rivers’ unrestricted funds are available to
support operations and may be used to meet the cooperative’s
June 2013 scheduled debt maturity ($58.8 million).

As time passes, however, it will be necessary for Big Rivers’
to develop and implement a revised business and financial plan
that captures the related regulatory decisions, contractual
negotiations and anticipated revenue volatility, and for Fitch
to assess the impact on the cooperative’s ability to meet
scheduled debt service payments.

For additional information on the rating, see Fitch’s report,
‘Big Rivers Electric Corporation’, dated Aug. 31, 2011.

Primary Analyst

Alan Spen

Senior Director
+1-212-908~-0594

Fitch, Inc.

One State Street Plaza
New York, NY 10004

Secondary Analyst
Dennis Pidherny
Managing Director
+1-212-908-0738

Committee Chairperson
Senior Director

Case No. 2012-00492
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Media Relations: Elizabeth Fogerty, New York, Tel: +1-212-908-
0526, Email: elizabeth.fogerty@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 and U.S. Public Power Rating
Criteria, this action was informed by information from
CreditScope.

Applicable Criteria and Related Research:

-~*‘U.S8. Public Power Rating Criteria’, Dec. 18, 2012;
-~ 'Revenue-Supported Rating Criteria’, June 12, 2012.
~~‘Big Rivers Electric Corporation’, Aug. 31, 2012.

Case No. 2012-00492
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Billie Richert

From: Dennis.Pidherny@fitchratings.com

“eont: Tuesday, February 05, 2013 3:39 PM
: Billie Richert

~C: alan.spen@fitchratings.com

Subject: Re: I'm in my office until 4:00 CST

Billie,

We are both around for the rest of the day.

Dennis M. Pidherny

Managing Director, Sector Head
Public Finance - U.S. Public Power
Fitch Ratings

One State Street Plaza

New York, NY 10004

+1(212) 908-0738

+1 (516) 659-2428 (mobile)
dennis.pidherny@fitchratings.com

From: Billie Richert <Billie.Richert@bigrivers.com>

To: "Dennis M. Pidhemy (Dennis.Pidhemy@fitchratings.com)” <Dennis.Pidherny@fitchratings.com>, "alan.spen@fitchratings.com”
<alan.spen@fitchratings.com>

Date:  02/05/2013 04:32 PM
Subject: I'm in my office until 4:00 CST

Dennis/Alan,
Sorry | missed your call. |left a message for Dennis. Alan, | don’t seem to have your phone number. Please let me know when | may

call you.

Billie Richert, CPA, CITP

VP Accounting, Rates and CFO
Big Rivers Electric Corporation
201 Third Street

Henderson, KY 42420

Corporate: (270) 827-2561
Office Direct: (270) 844-6190
Mobile: {270) 577-6221

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.
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The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
Aglete the material from your/any storage medium.

This email has been scanned by the Symantec Email Security.cloud service.
For more information please visit http://www.symanteccloud.com

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit
http://www.messagelabs.com/email.
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Billie Richert

From: Billie Richert
Rent: Tuesday, February 05, 2013 3:32 PM
: Dennis M. Pidherny (Dennis.Pidherny@fitchratings.com); alan.spen@fitchratings.com
Jabject: 'm in my office until 4:00 CST

Dennis/Alan,
Sorry | missed your call. | left a message for Dennis. Alan, | don’t seem to have your phone number. Please let me know

when | may call you.

Riflie Richert, CPA, CITP

VP Accounting, Rates and CFO
Big Rivers Electric Corporation
201 Third Street

Henderson, KY 42420

Corporate: (270) 827-2561
Office Direct: (270) 844-6190
Mobile: (270) 577-6221

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not aliowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.
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Billie Richert

From: Billie Richert

“ent: Tuesday, February 05, 2013 10:27 AM
" ‘Dennis.Pidherny@fitchratings.com'

wubject: RE: Committee Today at 3 PM

Dennis,

Yes. in the meantime, let me know if you need any additional information.
Billie

From: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.com]
Sent: Tuesday, February 05, 2013 9:52 AM

To: Billie Richert

Cc: Alan.Spen@fitchratings.com

Subject: Committee Today at 3 PM

Billie
We have a rating committee scheduled today at 3 PM. Will you be available later today to discuss the outcome?

Thank you

Dennis M. Pidherny
Managing Director, Sector Head
Public Finance - U.S. Public Power
“itch Ratings

ne State Street Plaza
New York, NY 10004
+1 (212) 908-0738
+1 (516) 659-2428 (mobile)
dennis.pidherny@fitchratings.com

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit
http://www.messagelabs.com/email.
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Billie Richert

From: Dennis.Pidherny@fitchratings.com

“ent: Tuesday, February 05, 2013 9:52 AM
: Billie Richert

~C: Alan.Spen@fitchratings.com

Subject: Committee Today at 3 PM

Billie

We have a rating committee scheduled today at 3 PM. Will you be available later today to discuss the outcome?

Thank you

Dennis M. Pidherny

Managing Director, Sector Head
Public Finance - U.S. Public Power
Fitch Ratings

One State Street Plaza

New York, NY 10004

+1(212) 908-0738

+1 (516) 659-2428 (mobile)
dennis.pidherny@fitchratings.com

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any

milar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
10 retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit
http://www.messagelabs.com/email.
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Billie Richert

From: Billie Richert
Sent: Monday, February 04, 2013 11:58 AM
i 'Dennis.Pidherny@fitchratings.com’
.C: alan.spen@fitchratings.com
Subject: RE: Rate Request
Attachments: BREC RUS Part A - 1212 Preliminary.pdf

Copy of December preliminary results.

From: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.com]
Sent: Monday, February 04, 2013 11:21 AM

To: Billie Richert

Subject: Rate Request

Billie,

Do you have a copy of the most recent rate request/filing related to the $74 million? | can't seem to find it on any of the
relevant websites.

Dennis M. Pidherny

Managing Director, Sector Head

Public Finance - U.S. Public Power

Fitch Ratings

One State Street Plaza

New York, NY 10004

+1 (212) 908-0738

+1 (516) 659-2428 (mobile)
nnis.pidherny@fitchratings.com

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit
http://www.messagelabs.com/email.
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Gasliinany,
UNITED STATES DEPARTMENT OF AGRICULTURE BORROWER DESIGNATION
RURAL UTILITIES SERVICE KY0062
FINANCIAL AND OPERATING REPORT
ELECTRIC POWER SUPPLY
, PERIOD ENDE
PART A - FINANCIAL De?-lg ENDED
INSTRUCTIONS - See help in the online application.
SECTION A, STATEMENT OF OPERATIONS
YEAR-TO-DATE
LAST YEAR THIS YEAR BUDGET THIS MONTH
ITEM (a) (b) {c) (d)
1. Electric Energy Revenues 558,372,354.13 563,385,131.72 614,725,050.00 47,925,748.49
2. Income From Leased Property (Net) 0.00 0.00 0.00 0.00
3. Other Operating Revenue and Income 3,616,877.57 4,957,104,01 4,011,500.00 361,084.00
4. Total Operation Revenues & Patronage
Capital(1 thru 3) 561,989,231.70 568,342,235.73 618,736,550,00 48,286,832.49
5. Operating Expense - Production - Excluding
Fuel 50,410,485.54 48,054,670.68 54,962,438.00 3,943,267.47
6. _Operating Expense - Prodyction - Fuel 226,229.049,99 226,368,922.34 240,841,163.00 21,249,081.05
7. Operating Expense - Other Power Supply 112,261,892,16 111,465,356.58 126,165,163.00 8,645,660.67
8. Operating Expense - Transmission 9,183,058.45 10,118,765.89 10,722,952.00 1,034,389.25
9. Operating Expense - RTO/ISO 2,529.531,67 2.262,434,76 2,470,652.00 193,126.93
10. Operating Expense - Distribution 0.00 0.00 0.00 000
11. Operating Expense - Customer Accounts 0.00 297,191.47 0.00 297,191.47
12. Operating Expense - Customer Service &
Information 631,534.63 886,167.75 723,774.00 255,808.72
13. Operating Expense - Sales 185,003.78 191,205.48 1,101,600.00 44,997.07
14, Operating Expense - Administrative & General 26,557,241.89 26,428,744 85 25,925,640.00 2,622,045.28
15. Total Operation Expense (5 thru 14) 427,987,798.11 426,073,459.80 462,913,382.00 38,285,567.91
16. Maintenance Expense - Production 42,896,418.40 41,169,861.77 58,889,721.00 3,284,826.73
17. Mainienance Expense - Transmission 4,680,625.01 4,607,997.64 3,933,069.00 301,844.41
18. Maintenance Expense - RTO/SO 0.00 0:00 0.00 0.00
19, Maintenance Expense - Distribution 0.00 0.00 0.00 0.00
20. Maintenance Expense - General Plant _ 140,534.11 184,303.57 101,538.00 31,439.55
"21. Total Maintenance Expense (16 thru 20) 47,717,571,52 45,962,160.98 62,924,328.00 3,618,110.69
22. Depreciation and Amortization Expense 35,406,805.68 41,090,390.70 41,910,892.00 3,425,585,83
23. Taxes 98,389.00 3,810.88 885.00 0.00
24. Intereston Long-Term Debt 45,715,143.94 45,032,787.47 44,647,132.00 3,798,588.59
25, Interest Charged to Construction - Credit <548,206.00> <766,677.00= <678,117.00> <44,584.00>
26. Other Interest Expense 59,249.64 147,499.02 0.00 46,672.91
27. Asset Retirement Obligations 0.00 0.00 0.00 0,00
28. Other Deductions ‘ 220,434.26 546,328.23 415,812.00 121,400,56
29, Total Cost Of Electric Service
(15 + 21 thru 28) 556,657,192.15 558,089,760.08 612,134,314.00 49,251,342.49
30. Operating Margins (4 Tess 29) 5,332,039.55 10,252,475.65 6,602,236.00 <964,510.00>
31. Interest income 150,516.18 963,130.32 61,860.00 213,475.84
32. Allowance For Funds Used During Construction 0.00 0.00 0.00 0.00
33. Income (Loss) from Equity Investments 0.00 0.00 0,00 0.00
34. Other Non-operaling Income (Net) 9,288.48 0.00 0.00 0.00
35. Generation & Transmission Capital Credits 0.00 0.00 0.00 0.00
36. Other Capital Credits and Patronage Dividends 108,536.38 61,485.01 33,000.00 2,810.97
37. Extraordinary ltems 0.00 0.00 0.00 0.00
38. Net Patronage Capital Or Margins
(30 thru 37) 5,600,380.59 11,277,090.98 6,697,096.00 <748,223.19>
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Sseliminary

UNITED STATES DEPARTMENT OF AGRICULTURE
RURAL UTILITIES SERVICE

FINANCIAL AND OPERATING REPORT
ELECTRIC POWER SUPPLY

PART A - FINANCIAL

BORROWER DESIGNATION
KY0062

PERIOD ENDED
Dec-12

‘INSTRUCTlONS - See help in the online application.

SECTION B. BALANCE SHEET

(5+14+27 thru 31)

1,546,677,921.05

(39 + 46 + 49 + 58 thru 60)

ASSETS AND OTHER DEBITS LIABILITIES AND OTHER CREDITS
1. Total Utility Plant in Service ‘ 1,999,408,055.99 | 33. Memberships 75.00
2. Construction Work in Progress 50,813,642.99 34. Patronage Capital
3. Total Utility Plant {1 + 2) 2,050,221,698.98 &a. Assigned and Assignable
4. Accum. Provision for Depreciation and b. Retired This year
Amort, . 962,994,277.56 ¢. Retired Prior years
5. Net Utility Plant (3 - 4) 1,087,227,421.42 4. Net Patronage Capital (a-b-c) 0.00
6. Non-Ulility Property (Net) 0.00 | 35. Operating Margins - Prior Years <241,898,352.19>
7. investmerits jn Subsidiary Comparies 0.00 | 36. Operating Margin - Current Year 10,313,960.66
8. Invest. in Assoc. Org. - Patronage Capital 3,682,912.51 | 37. Non-Operating Margins 639,960,667.52
9. Invest, in Assoc. Org. - Other - General
Funds 43,840,793.00 | 38. Other Margins and Equities <5,494,663.80>
10. Invest. in Assoc. Org. - Other -
Nongeneral 39. Total Margins & Equities
Funds 0.00 (33 + 34d thru 38) 402,881,687.19
11. Investments in Economic Development 40._Long-Term Debt - RUS {Net) , 210,359,050.37
Projects 10,000.00 | 41. Long-Term Debt - FFB - RUS Guaranteed 0.00
42. Long-Term Debt - Other - RUS
12. Other Investments 5,333.85 | Guaranteed 0.00
13. Special Funds 180,633,438.55 | 43. Long-Term Debt - Other (Net) 634,958,421,53
14. Total Other Property And Investments 44. Long-Term Debt - RUS - Econ. Devel. (Net) 0.00
(6 thru 13) 228,172,477.91 | 45, Payments - Unapplied 0.00
15. Cash - General Funds 7,311.28 | 46. Total Long-Term Debit (40 thru 44-45) 845,317,471.90
16. Cash - Consiruction Funds - Trustee 0.00 | 47, Obligations Under Capital Leases -
17. Special Deposits ' 598,486.43 Noncurrent 0.00
18. Temporary Investments 110,165,436.23 | 48, Accumulated Operating Provisions
19. Notes Receivable (Net) 0.00 and Asset Retirement Obligations 21,571,186.78
20. Accounts Receivable - Sales of 49. Total Other NonCurrent Liabilities
Energv (Net) 44,758,033.34 (47 +48) 21,571,186.78
21. Accounts.Receivable - Other (Net) 2,345,619.29 | 50. Notes Payable 0.00
29, Fuel Stock 34,145,612.19 | 51. Accoutits Payable 33,012,925.09
23. Renewable Energy Credits 0.00
24, Materials and Supplies - Other 24,957,072.86 | 52. Current Maturities Long-Term Debt 79,926,462.99
25. Prepayments 4,175,473.96 | 53. Current Maturities Long-Term Debt
26. ‘Other Current and Accrued Assets 1,276,192.74 - Rural Development 0.00
27. Total Current And Accrued Assets 54. Current Maturities Capital Leases 0.00
(15 thru 26) 222,429,238.32 | 55. Taxes Accrued 967,205.68
28. Unamortized Debt Discount & Extraor. 66, _Interest Accrued _ 4,925,038.44
Prop. Losses 4,163,614.81 | 57. Other Cumrent and Accrued Liabilities 9,987,629.09
29, Regulatory Assels 704,087.08 '
58, Total Current & Accrued Liabilities
30. Other Deferred Debits 3,981,081.51 (50 thru 57) 128,819,261.29
31. Accumulated Deferred Income Taxes 0.00 | 59. Deferred Credits _ 148,088,313.89
) i 60. Accumulated Deferred Income Taxes 0.00
32. Total Assets And Other Debits 61. Total Liabilities and Other Credits

1,546,677,921.05

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

Revision Date 2010
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Billie Richert

From: Billie Richert

Sent: Monday, February 04, 2013 11:56 AM
‘o: 'Dennis.Pidherny@fitchratings.com’
ubject: RE: Rate Request

http://psc.y.gov/Home/Library?type=Cases&folder=2012 cases/2012-00535

Dennis,
The above is the link to the website and our case. It is up to 8 volumes.

From: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.com]
Sent: Monday, February 04, 2013 11:21 AM

To: Billie Richert

Subject: Rate Request

Billie,

Do you have a copy of the most recent rate request/filing related to the $74 million? | can't seem to find it on any of the
relevant websites.

Dennis M. Pidherny
Managing Director, Sector Head
Public Finance - U.S. Public Power
Fitch Ratings
One State Street Plaza

aw York, NY 10004
-1(212) 908-0738
+1 (516) 659-2428 (mobile)
dennis.pidherny@fitchratings.com

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the Messagel.abs Email Security System. For more information, please visit
http://www.messagelabs.com/email.
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Billie Richert

From: Dennis.Pidherny@fitchratings.com
Sent: Monday, February 04, 2013 11:21 AM
2 Billie Richert
Aubject: Rate Request
Billie,

Do you have a copy of the most recent rate requestffiling related to the $74 million? | can't seem to find it on any of the
relevant websites.

Dennis M. Pidherny

Managing Director, Sector Head
Public Finance - U.S. Public Power
Fitch Ratings

One State Street Plaza

New York, NY 10004

+1 (212) 908-0738

+1 (516) 659-2428 (mobile)
dennis.pidherny@fitchratings.com

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
to retain, monitor and intercept e-mail messages both to and from its systems.

[his e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit
http://www.messagelabs.com/email.
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Billie Richert

From: Billie Richert

Sent: Friday, February 01, 2013 12:55 PM
" '‘Dennis.Pidherny@fitchratings.com’
St Alan.Spen@fitchratings.com

Subject: RE: Call on Monday

Good. 've confirmed. Speak with you then.

From: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.com]
Sent: Friday, February 01, 2013 11:46 AM

To: Billie Richert

Cc: Alan.Spen@fitchratings.com

Subject: RE: Call on Monday

Alan and | are both in early. Why don't we say 7:30-8:30, which is 8:30-9:30 NY time.

Thank you

Dennis M. Pidherny

Managing Director, Sector Head
Public Finance - U.S. Public Power
Fitch Ratings

One State Street Plaza

New York, NY 10004

+1 (212) 908-0738

+1 (516) 659-2428 (mobile)
Aennis.pidherny@fitchratings.com

Frony. Billie Richert <Billie.Richert@bigrivers.com>

To: "Dennis.Pidherny@fitchratings.com” <Dennis.Pidhemy@fitchratings.com>
Cc: "Alan.Spen@fitchratings.com” <Alan.Spen@fitchratings.com>

Date: 02/01/2013 12:44 PM

Subject: RE: Cali on Monday

| can do 7:30 to 8:30 CST on Monday or 11:30 to 1:00 CST or 4:00 — 5:00 CST.

From: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.com]
Sent: Friday, February 01, 2013 10:39 AM

To: Billie Richert

Cc: Alan.Spen@fitchratings.com

Subject: Call on Monday

Billie,
Would you have time on Monday morning to speak with Alan Spen and me? Alan is the primary analyst and | want him to
have the benefit of hearing the update.

“Ne are available all morning.
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Managing Director, Sector Head
Public Finance - U.S. Public Power
Fitch Ratings
One State Street Plaza
“Mew York, NY 10004

I (212) 908-0738
+1 (516) 659-2428 (mobile)
dennis.pidherny@fitchratings.com

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit
http://www.messagelabs.com/email.

This email has been scanned by the Symantec Email Security.cloud service.
For more information please visit http://www.symanteccloud.com

.onfidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the Messagel.abs Email Security System. For more information, please visit
http://www.messagelabs.com/email.
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Biillie Richert

From: Dennis.Pidherny@fitchratings.com

Sent: Friday, February 01, 2013 11:46 AM
) Billie Richert
c: Alan.Spen@fitchratings.com
Subject: RE: Call on Monday

Alan and | are both in early. Why don't we say 7:30-8:30, which is 8:30-9:30 NY time.

Thank you

Dennis M. Pidherny

Managing Director, Sector Head
Public Finance - U.S. Public Power
Fitch Ratings

One State Street Plaza

New York, NY 10004

+1 (212) 908-0738

+1 (516) 659-2428 (mobile)
dennis.pidherny@fitchratings.com

From: Billie Richert <Billie.Richert@bigrivers.com>

To: "Dennis.Pidherny@fitchratings.com” <Dennis.Pidherny@fitchratings.com>
Cc: "Alan.Spen@fitchratings.com” <Alan.Spen@fitchratings.com>

Date: 02/01/2013 12:44 PM

Subject: RE: Call on Monday

| can do 7:30 to 8:30 CST on Monday or 11:30 to 1:00 CST or 4:00 — 5:00 CST.

From: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.com]
Sent: Friday, February 01, 2013 10:39 AM

To: Billie Richert

Cc: Alan.Spen@fitchratings.com

Subject: Call on Monday

Billie,

Would you have time on Monday morning to speak with Alan Spen and me? Alan is the primary analyst and | want him to
have the benefit of hearing the update.

We are available all morning.

Dennis M. Pidherny
Managing Director, Sector Head
Public Finance - U.S. Public Power
Fitch Ratings
One State Street Plaza

3w York, NY 10004
-1 (212) 908-0738

+1 (5_16).659-2428 _(mobi{e) Case No. 2012-00492
dennis.pidherny@fitchratings.com Attachment for Response to KIUC 2-1
1 Witness: Billie J. Richert
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Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or
<distribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.

snauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit
http://www.messagelabs.com/email.

This email has been scanned by the Symantec Email Security.cloud service.
For more information please visit http://www.symanteccloud.com

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the Messagel.abs Email Security System. For more information, please visit
http://www.messagelabs.com/email.
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Billie Richert

From: Billie Richert

Sent: Friday, February 01, 2013 11:45 AM
2 'Dennis.Pidherny@fitchratings.com'
c: Alan.Spen@fitchratings.com

Subject: RE: Call on Monday

Attachments: Alcan Termination Notice0001.pdf

Alcan notice of termination attached.

From: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.com]
Sent: Friday, February 01, 2013 10:39 AM

To: Billie Richert

Cc: Alan.Spen@fitchratings.com

Subject: Call on Monday

Billie,

Would you have time on Monday morning to speak with Alan Spen and me? Alan is the primary analyst and | want him to
have the benefit of hearing the update.

We are available all morning.

Dennis M. Pidherny
Managing Director, Sector Head
Public Finance ~ U.S. Public Power
Fitch Ratings
One State Street Plaza

aw York, NY 10004
+1(212) 908-0738
+1 (516) 659-2428 (mobile)
dennis.pidherny@fitchratings.com

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit
http://www.messagelabs.com/email.
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ALCAN PRIMARY PRODUCTS CORPORATION

OIUT] O1Y]

January 31, 2013

Mr. Gregory Starheim
President and CEO

Kenergy Corp.-

Post Office Box 18
Henderson, Kentucky 42419

Mr. Mark Bailey

President and CEO

Big Rivers Electric Corporation
201 Third Street. ,
Henderson, Kentucky 42420

Re: Retail Electric Service Agreement
NOTICE OF TERMINATION

Gentlemen:

This letter constitutes written Notice of Termination, in accordarice with Section 7.3.1 of
the Retail Electric Service Agreement, dated July 1, 2009 (‘“Agreement’), between Alcan
anary Praoducts Corporation (“APPC”) a wholly-awned subsidiary of Alcan Corporation, and
Kenergy Corp. ("Kenergy”). APPC is the owner and operator of {he aluminum smelter located
in Robards, Kentucky (the “Sebree Smelter”).

On Jariuary 15, 2013, Big Rivers Electric Corporation (‘Big Rlvers") filed an Application
with the Kentucky Public. Service Commission (the *KPSC”) for an increase in base rates (the
“Appl!catlon”) According to Big Rivers, the Application, if approved, would result in a rate
increase of nearly 16%. There is already substantial doubt that the Sebree Smelter is
sustainable at the current rate being charged to APPC. The increase contemplated by
Application would remove all doubt whatsoever and ensure that the Sebree Smelter is
unprofitable and therefore unsustainable. Under the circumstances, APPC has no ¢choice but to

furnish'this Notice of Termination.

As you are aware, Section 7. 3.1 of the Agreement requires the President of Alcan
Corporation, the corporate parent of APPC, o represent and warrant that (i) the decision to: give
this Notice of Termination reflects a business judgment made in good faith to terminate and
cease all aluminum smelting ‘operations at the Sebree Smelter, and (n) it has no current
intention of re-commencing smelting operations at the Sebree Smelter. Under thé present
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circumstances, Mr. Timothy Guerra, the President of Alcan Corporation, makes those
representations and warranties in the Certificate attached hereto.

[ am advised that, notwithstanding the notice of Century Aluminum of Kentucky
(*Century”) on August 20, 2012 to terminate its Retail Electric Service Agreement, dated July 1,
2009, Big Rivers and Kenergy have entered into negotiations with Century to waive the
obligations of Section 7.3.1 of the Agreement and to otherwise assist Century to access market
power in ofder to keep Century’s Hawesville, Keritucky sinelter open beyond August 20, 2013.
Big Rivers and Kenergy have consistently and routinely indicated that they would keep the
Sebree Smelter and Century's Hawesville smelter on equal footing in terms of their respective
agreements. Therefore, in the event APPC decides in the future that market power might be an
option to keep the Sebree Smelter operational, APPC would expect the samie accommodations
from Big Rivers and Kenergy on terms no less favorable than those offered to Century.

APPC appreciates the recent efforts of Big Rivers in offering proposals that would
restructure ‘the rate formula and other basic terms and conditions of the Agreement. While we
are not in-agreement at the present time, we welcome continuation of those discussions during
the pendency of the rate case in hopes of reaching a mutually acceptable accord. We believe
that further discussions would not be inconsistent with this Notice of Termination and indeed are
appropriate in order to find ways to retain the jobs and preserve the ecoriomic benefits of those
jobs for the Commonwealth of Kentucky.

Should you have any guestions about this Notice of Termination, please do not hesitate
to contact me or any of my colleagues listed below.

ALCAN PRIMARY PRODUCTS CORPORATION

GC: Mr. Serge Gosselin
Mr. Donald P. Seberger
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ALCAN CORPORATION
8770 West Bryn Mawr Avenue
Chicags, lllinois 60631

Office of the President

CERTIFICATE

The undersigned, Timothy Guerra, a resident of the State of lllinois, hereby represents
ahd warrants that:

1. He is the duly elected President of Alcan Corporation, a Texas corporatfion (the

2. The Company is the owner of 100% of the issued and outstanding stock of Alcan
Primary Products Corporation, a Texas corporation (“APPC”). APPC is the owner
and operator of the aluminum smelter located in Robards, Kentucky (the “Sebree
Smelter”).

3. By letter dated and delivered concurrently herewith; APPC has furnished written
Notice of Termination in accordance with Section 7.3,1 of the Retail Electric Service
Agreement, dated July 1, 2009 (° Agreemenl’) between APPC and Kenergy Corp.
(the “Notice-of Termmatron”)

4. The decision to furnish the Notice of Termination reflects APPC'’s and the Company’s
business judgment made in good faith to terminate and cease all aluminum smelting
operations at the Sebree Smelter and that they have nho current intention of
recornmencing operations at that location.

By: ,/@ : /‘{M

Timothy Guerra |
President
ALCAN CORPORATION

Dated as of the 31st:day of January, 2013.
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Billie Richert

From: Billie Richert
[ent: Friday, February 01, 2013 11:45 AM
¥ ‘Dennis.Pidherny@fitchratings.com'
.C: Alan.Spen@fitchratings.com
Subject: RE: Call on Monday

[ can do 7:30 to 8:30 CST on Monday or 11:30 to 1:00 CST or 4:00 - 5:00 CST.

From: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.com]
Sent: Friday, February 01, 2013 10:39 AM

To: Billie Richert

Cc: Alan.Spen@fitchratings.com

Subject: Call on Monday

Billie,

Would you have time on Monday morning to speak with Alan Spen and me? Alan is the primary analyst and | want him to
have the benefit of hearing the update.

We are available all morning.

Dennis M. Pidherny
Managing Director, Sector Head
Public Finance - U.S. Public Power
Fitch Ratings
One State Street Plaza
“‘ew York, NY 10004

i (212) 908-0738
+1 (516) 659-2428 (mobile)
dennis.pidherny@fitchratings.com

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit
http://www.messagelabs.com/email.
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Billie Richert

From: Dennis.Pidherny@fitchratings.com
[ent: Friday, February 01, 2013 10:39 AM
: Billie Richert
S Alan.Spen@fitchratings.com
Subject: Call on Monday
Billie,

Would you have time on Monday morning to speak with Alan Spen and me? Alan is the primary analyst and | want him to
have the benefit of hearing the update.

We are available all morning.

Dennis M. Pidherny

Managing Director, Sector Head
Public Finance - U.S. Public Power
Fitch Ratings

One State Street Plaza

New York, NY 10004

+1 (212) 908-0738

+1 (516) 659-2428 (mobile)
dennis.pidherny@fitchratings.com

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately.

nauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any
_.milar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law,
to retain, monitor and intercept e-mail messages both to and from its systems.

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit
http://www.messagelabs.com/email.
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Billie Richert

From: Bodek, David <david_bodek@standardandpoors.com>
Sent: Monday, February 04, 2013 3:00 PM
2 Billie Richert
.ubject: S&P Rating Report Attached
Attachments: S&P Rating Report - Big Rivers Electric - Downgraded 20130204, pdf
David Bodek
Director
Standard & Poor’'s Ratings Services
55 Water Street
New York, NY 10041
(v) 212 438 7969
(f) 212 438 2154

david_bodek@standardandpoors.com

SAVE THE DATE!!

Tuesday, May 7, 2013

S&P's Electric Cooperative and Public Power Hot Topics Conference
1221 Avenue of the Americas — 2™ Floor Auditorium

New York, New York

For more information, click on the link below:

http://now.elogua.com/es.asp?s=302554805&e=87706&elg=dd80381d9a924dd4a79d02fa7bb6cdb4

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have
received this communication in error, please immediately notify us by replying 1o the message and deleting it from your computer. The McGraw-Hill Companies.
Inc. reserves the right, subject to applicable local law, 1o monitor, review and process the content of any electronic message or information sent o or from
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hilt e-mail

addresses you, as the sender, are consenting to McGraw-Hili processing any of your personal data therein.
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Primary Credit Analyst:
David N Bodek, New York (1) 212-438-1000; david_bodek@standardandpoors.com

Secondary Contact:
Jeffrey M Panger, New York (1) 212-438-1000; jeff_panger@standardandpoors.com

Table Of Contents

Rationale
Outlook

Related Criteria And Research

Case No. 2012-00492

WWW.STANDARDANDPOORS.COM/RATINGSDIRECI chment for ReEpawmany o KBUC 2-1
Witness: Billie dodbighert

Page 32 of 167


mailto:david-bodek@standardandpoors.com
mailto:jeff-panger@standardandpoors.com

Summary:
Big Rivers Electric Corp., Kentucky
Ohio County; Rural Electric Coop

F { , BBf/Negative e : : « . Downgraded

,’ Ohm Cnty, Kentucky ' - : )
Big vaers Elecmc Corp Kentucky :

'Ohlo Cnty (Bxg Rivers Electric Corp.) po]l ctrl rfdg rev bnds (Bxg R1vers Elec Corp Proj) ser 2010A s
Long Term Rating BB-/Negative Downgraded

Rationale

Standard & Poor's Ratings Services has lowered to 'BB-' from 'BBB-' its rating on Big Rivers Electric Corp., Ky, (BREC)
and Ohio County, Ky.'s $83.3 million pollution control refunding revenue bonds, series 2010A (Big Rivers Electric
Corp. Project) issued for Big Rivers' benefit. The outlook is negative.

The downgrade reflects our assessments of the issuer's obligations' heightened vulnerability to nonpayment after the
following developments that we view as eroding the strength and stability of the utility's revenue stream:

¢ In August 2012, BREC's leading customer issued a 12-month notice to terminate its contract. The notice covers
Century Aluminum Co.'s Hawesville, Ky., smelter. During the 12 months, Century is required to pay a base energy
charge that covers its share of Big Rivers' fixed and variable costs. If it does not operate the plant during the notice
period, it must still pay its share of fixed costs. The utility has accepted the termination notice. Century accounted
for 36% of BREC's 2012 operating revenues.

o After the utility filed a rate case with the Kentucky Public Service Commission (KPSC) Jan. 15, 2013, and requested
rate relief that would, among other things, reallocate costs borne by Century to its remaining customers, a second
smelter, Rio Tinto Alcan Inc. (Alcan), issued a 12-month notice to terminate its power contract with BREC. Alcan's
Jan. 31, is effective January 2014. The notice covers the company’s Sebree smelter, which accounted for 28% of
BREC's 2012 operating revenues. BREC's rate filing proposed raising Alcan's rates 16%.

o We believe that losing these two loads will deprive the utility of the substantial anchors that have supported much of
its fixed costs. Moreover, we view the extent to which the KPSC will approve reallocating costs to remaining
customers as uncertain.

e We believe it might be too onerous for remaining customers to assume the fixed costs that the smelters have
historically borne, particularly because many of the counties that BREC serves have income levels that are 20%-30%
below the national median household effective buying income.

e If BREC looks to competitive market sales to mitigate load losses, it is our view that sales in competitive wholesale
markets could expose the utility to substantial price and volume uncertainty, which is inconsistent with sound credit
quality. Moreover, BREC depends almost exclusively on coal units, which also could constrain market sales
opportunities. Coal has accounted for close to 90% of its power sales and its coal units are not as economical as
competing natural gas-fired resources that are benefiting from the fuel's low prices.

Case No. 2012-00492
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e Although the utility has about $60 million of unexpended bond proceeds available to retire its $58.5 million of
pollution control bonds that are maturing in June, an eroding customer base might frustrate access to capital
markets to replenish those funds. The utility reports the speculative grade rating will not lead to an acceleration of
obligations outstanding.

¢ Big Rivers reports it deferred maintenance in 2012 to control expenses. Although it does not plan to defer
maintenance in 2013, it is revisiting its capital program pending more certainty as to the timing and extent of rate
relief.

Henderson, Ky.-based Big Rivers is a generation and transmission cooperative that produces and procures electricity
for sale to three distribution cooperative members and their 112,900 retail customers. One member, Kenergy Corp.,
serves the two smelters. In 2011, Kenergy's 9.4 million megawatt-hour (MWh) sales were 8x greater than the sum of
the other two members' MWh sales. About 86% of Kenergy's 2011 MWh sales were to industrial customers. Nearly
three-quarters of its sales were to the two smelters. They accounted for more than 70% of Kenergy's operating
revenues. BREC's other member distribution cooperatives--Jackson Purchase Energy and Meade County Rural Electric

Cooperative--principally serve residential custorners.

The smelters entered take-or-pay power contracts with Kenergy. However, the contracts allow the smelters to
terminate their obligations to the distribution utility and BREC without penalty if they provide one-year's notice and

cease operations.

Because the KPSC must approve requests for rate adjustments, the utility and its member distribution cooperatives are
distinguishable from many other cooperative utilities that have autonomous ratemaking authority. The KPSC also
regulates BREC's members' rates.

The utility is evaluating idling power plants as part of its response to losing loads. Closing plants could reduce costs,
reduce market exposure and mitigate the financial impact on remaining customers. Big Rivers might also temper the
burdens of cost reallocation if it can remarket some or all of the generation output that had been sold to the smelters.
However, market or contract demand and prices would need to be sufficient to recoup the smelters’ share of costs. We
believe that market sales could transform the utility into a principally merchant generator that faces the risks inherent
in being subject to market demand and prices.

BREC sells electricity to the smelters under contracts at prices that are about 30% above the 3.3 cents it earned from
sales of surplus energy in wholesale markets in 2011. It sold 3 million MWh of surplus wholesale power into the
market for $100.4 million in 2011.

Big Rivers' concentration in coal resources also expose the utility to potentially higher production costs as
Environmental Protection Agency (EPA) regulation of power plant emissions progresses. A recent appellate decision
that vacated the EPA's Cross-State Air Pollution rule could provide the utility with at least a temporary reprieve from
emissions-related capital spending while the EPA revisits its rules.

The utility reported $794 million of debt as of June 30, 2012. Debt consisted of Rural Utilities Service loans and the
Ohio County bonds. Big Rivers closed a $537 million loan with CoBank ACB and National Rural Utilities Cooperative
Finance Corp. in July. In addition to replenishing $35 million of transition reserve funds, proceeds restructured a
portion of the utility's RUS borrowing to eliminate some of the spikes in debt service requirements.
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The debt portfolio exhibits uneven amortization. BREC repaid $14.2 million of principal in 2010. In 2011, it was
required to repay $7.3 million of principal, but also used $35.0 million of transition reserve money to accelerate
principal reduction. The utility replenished the transition reserve in 2012 with proceeds of July's borrowing from
CoBank and National Rural Utilities. Loan proceeds also facilitated debt restructuring that reduced 2012's $72.1 million
scheduled maturity to $12.1 million, with the remaining $60 million to be amortized later. However, 2013's maturity
remains at $79.3 million, and that will likely need to be restructured. The utility forecasts about $22 million of 2014 and
2015 principal payments.

Ohio County sold bonds for the benefit of BREC, 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 the utility's assets under its mortgage
indenture. The county's bonds' security interest is on par with the utility's senior-secured debt.

Debt service coverage of 1.45x in 2010 and 1.65x in 2011 was strong for a cooperative utility, in our opinion. We
believe strong excess coverage margins provide a cushion against the potential for revenue stream variability.

The strength of 2011's coverage ratio partially reflects the year's very low scheduled principal payment of $7.3 million.
We calculated the ratio using scheduled debt service in the denominator, compared to the $46 million of principal the
utility elected to repay.

The utility maintains $152.6 million of reserves that it uses for rate stabilization to reduce rates. Because it already
projects depleting these reserves by the first quarter of 2018 under a steady-state scenario, we do not view these
reserves as adding value under a scenario in which the smelters close.

Outlook

The negative outlook reflects our view that the largest customers' termination notices could degrade BREC's financial
performance and credit quality during our one-year outlook horizon. We believe there is significant uncertainty
vis-a-vis the extent and timeliness of rate relief, particularly as substantial blocks of fixed costs need to be reallocated.
We will monitor the progress of the rate case to assess whether further rating action is appropriate. We believe the
customers' notice could expose the utility to the vicissitudes of merchant markets and creates the potential for
substantial cost shifting to remaining customers, who might resist such efforts or find that reallocated costs are too
onerous to absorb. If these risks, whether in isolation or combination, weaken BREC's business risk profile and erode
financial metrics, including the strong debt service coverage that compensated for business risks in recent years, we
could further lower the ratings. We do not expect to raise the ratings during our outlook period.

Related Criteria And Research
"USPF Criteria: Applying Key Rating Factors To U.S. Cooperative Utilities, Nov. 21, 2007

Temporary telephone contact information: David Bodek (917-992-6466); Jeffrey Panger (646-369-4067).
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Complete ratings information is available to subscribers of RatingsDirect on the Global Credit Portal at
www.globalcreditportal.com. All ratings affected by this rating action can be found on Standard & Poor's public Web
site at www.standardandpoors.com. Use the Ratings search box located in the left column.
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Billie Richert

From: Billie Richert
Sent: Monday, February 04, 2013 11:46 AM
3 '‘Bodek, David'
.ubject: RE: | need to schedule a call with you this morning, please let me know when you are available and | will call you.
David,

Are you available to speak?

Billie

Sent: Monday, February 04, 2013 9:08 AM

To: Billie Richert

Subject: I need to schedule a call with you this morning, please let me know when you are available and I will call you.
Importance: High

David Bodek

Director

Standard & Poor’s Ratings Services
55 Water Street

New York, NY 10041

(v) 212 438 7969

(f) 212 438 2154

'avid bodek@standardandpoors.com

SAVE THE DATE!!!

Tuesday, May 7, 2013

S&P's Electric Cooperative and Public Power Hot Topics Conference

1221 Avenue of the Americas ~ 2" Floor Auditorium

New York, New York

For more information, click on the link below:
http://now.eloqua.com/es.asp?s=3025549058e=87706&elg=dd8038 1d9a824dd4a79d02fa7bbBc4b4

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for
delivering this message to the inlended recipient, please be aware that any dissemination or capying of this communication is strictly prohibited. If you have
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies.
Inc. reserves the right, subject to applicable focal faw, to monitor. review and process the content of any electronic message or information sent to or from
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein.
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Billie Richert

From: Bodek, David <david_bodek@standardandpoors.com>
“ent: Monday, February 04, 2013 10:05 AM

= Billie Richert
subject: S&P Confidential Draft Rating Report Attached
Attachments: Sent to Big Rivers 20130104.doc
Importance: High

“Standard & Poor’s Ratings Services is sending you this draft so that you can call our attention to any
factual errors or the inadvertent inclusion of confidential information in the draft. If you have any
questions or comments on the analysis that are not factual in nature, we ask that you discuss these
matters with us. We will use our sole discretion in making editorial changes to the document, which
represents our independent opinion. We will finalize and release our report after a period of up to two
business hours from the time we have sent this email regardless of whether we have received a reply.
The report will supersede the information in the draft; the information in the draft is confidential and
remains confidential after the issuance of a report and should not be disclosed or released at any
time before or dfter the report is published.”

The information contained in this message is intended only {or the recipient. and may be a confidential attorney-client communication or may otherwise be
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies,
Inc. reserves the right, subject to applicable local faw, to monitor, review and process the content of any electronic message or information sent to or from
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein.
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Big Rivers Electric Corp., Kentucky
Ohio County

Rationale

Standard & Poor's Ratings Services has lowered to ‘BB-' from ‘BBB-' its rating on Big
Rivers Electric Corp., Ky., (BREC) and Big Rivers Electric Corp. Ohio County, Ky.'s
$83.3 million pollution control refunding revenue bonds, series 2010A (Big Rivers Electric
Corp. Project) issued for Big Rivers' benefit. The outlook is negative

The lower rating and negative outlook reflects our assessments of the issuer’s obligations’
heightened vulnerability to nonpayment after the following developments that we view as
eroding the strength and stability of the utility's revenue stream:

> In August 2012, BREC’s leading customer issued a 12-month notice to terminate its
BREC power contract. The notice covers Century Aluminum Co.'s (B/Stable/--)
Hawesville, Ky., smelter. During the 12 months, Century is required to pay a base
energy charge that covers its share of Big Rivers' fixed and variable costs. If it does
not operate the plant during the notice period, it must still pay its share of fixed
costs. BREC has accepted the termination notice. Century accounted for 36% of
BREC'’s 2012 operating revenues.

> After BREC filed a rate case with the Kentucky Public Service Commission (KPSC)
on January 15, 2013, and requested rate relief that would, among other things,
reallocate costs borne by Century to its remaining customers, a second smelter, Rio
Tinto Alcan Inc. (Alcan; A-/Stable/A-2), issued a 12-month notice to terminate its
power contract with BREC. Alcan’s January 31, is effective January 2014. The
notice covers Alcan’s Sebree smelter, which accounted for 28% of BREC’s 2012
operating revenues. BREC’s rate filing proposed raising Alcan’s rates 16%.

» We believe that losing these two loads will deprive BREC of the substantial anchors
that have supported much of its fixed costs. Moreover, we view the extent to which
the KPSC will approve reallocating costs to remaining customers as uncertain.

» We believe it might be too onerous for remaining customers to assume the fixed
costs that the smelters have historically borne, particularly because many of the
counties that BREC serves have income levels that are 20%-30% below the
national median household effective buying income.

> |f BREC looks to competitive market sales to mitigate load losses, it is our view that
sales of surplus power in competitive wholesale markets could expose the utility to
substantial price and volume uncertainty, which is inconsistent with sound credit
quality. Moreover, BREC depends almost exclusively on coal units, which also
could constrain market sales opportunities. Coal has accounted for close to 90% of
its power sales and its coal units are not as economical as competing natural gas-
fired resources that are benefitting from the fuel's low prices.

» Although BREC has about $60 million of unexpended bond proceeds available to
retire its $58.5 million of pollution control bonds that are maturing in June, an
eroding customer base might frustrate access to capital markets to replenish those
funds. The utility reports its speculative grade rating will not lead to an acceleration
of outstanding obligations.
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> Big Rivers reports that pending receiving rate relief, it is deferring maintenance to
control expenses. Depending on the tenor of the deferrals, they might have
operational implications.

Henderson, Ky.-based Big Rivers is a generation and transmission cooperative that
produces and procures electricity for sale to three distribution cooperative members and
their 112,900 retail customers. One member, Kenergy Corp., serves the two smelters. In
2011, Kenergy's 9.4 million MWh sales were 8x greater than the sum of the other two
members' MWh sales. About 86% of Kenergy's 2011 MWh sales were to industrial
customers. Nearly three-quarters of its sales were to the two smelters. They accounted for
more than 70% of Kenergy’s operating revenues. BREC's other member distribution
cooperatives--Jackson Purchase Energy and Meade County Rural Electric Cooperative--
principally serve residential customers.

The smelters entered into take-or-pay power contracts with Kenergy. However, the
contracts allow the smelters to terminate their obligations to the distribution utility and
BREC without penalty if they provide one-year's notice and cease operations.

Because the KPSC must approve requests for rate adjustments, the utility and its member
distribution cooperatives are distinguishable from many other cooperative utilities that have
autonomous ratemaking authority. BREC’s members’ rates are also regulated by the
KPSC.

BREC is evaluating idling power plants as part of its response to losing loads. Closing
plants could reduce costs, reduce market exposure and mitigate the financial impact on
remaining customers. The utility might also temper the burdens of cost reallocation if it can
remarket some or all of the generation output that had been sold to the smelters. However,
market or contract demand and prices would need to be sufficient to recoup the smelters’
share of costs. We believe that market sales could transform the utility into a principally
merchant generator that faces the risks inherent in being subject to market demand and
prices.

BREC sells electricity to the smelters under contracts at prices that are about 30% above
the 3.3 cents it earned from sales of surplus energy in wholesale markets in 2011. It sold 3
million MWh of surplus wholesale power into the market for $100.4 million in 2011.

BREC'’s concentration in coal resources also expose the utility to potentially higher
production costs as Environmental Protection Agency (EPA) regulation of power plant
emissions progresses. A recent appellate decision that vacated the EPA's Cross-State Air
Pollution rule could provide the utility with at least a temporary reprieve from emissions-
related capital spending while the EPA revisits its rules.

The utility reported $794 million of debt as of June 30, 2012. Debt consisted of Rural
Utilities Service loans and the Ohio County bonds. Big Rivers closed a $537 million loan
with CoBank ACB and National Rural Utilities Cooperative Finance Corp. in July. In
addition to replenishing $35 million of transition reserve funds, proceeds restructured a
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portion of the utility's RUS borrowing to eliminate some of the spikes in debt service
requirements.

The debt portfolio exhibits uneven amortization. BREC repaid $14.2 million of principal in
2010. In 2011, it was required to repay $7.3 million of principal, but also used $35 million of
transition reserve monies to accelerate principal reduction. The utility replenished the
transition reserve in 2012 with proceeds of July's borrowing from CoBank and National
Rural Utilities. Loan proceeds also facilitated debt restructuring that reduced 2012's $72.1
million scheduled maturity to $12.1 million, with the remaining $60 million to be amortized
in later years. However, 2013's maturity remains at $79.3 million, and that will likely need
to be restructured. The utility forecasts about $22 million of 2014 and 2015 principal
payments.

Ohio County sold bonds for the benefit of BREC, 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 the utility's assets under its mortgage
indenture. The county's bonds' security interest is on par with the utility's senior-secured
debt.

Debt service coverage of 1.45x in 2010 and 1.65x in 2011 was strong for a cooperative
utility, in our opinion. We believe strong excess coverage margins provide a cushion
against the potential for revenue stream variability.

The strength of 2011's coverage ratio partially reflects the year's very low scheduled
principal payment of $7.3 million. We calculated the ratio using scheduled debt service in
the denominator, compared to the $46 million of principal the utility elected to repay.

The utility maintains $152.6 million of reserves that it uses for rate stabilization to reduce
rates. Because it already projects depleting these reserves by the first quarter of 2018
under a steady-state scenario, we do not view these reserves as adding value under a
scenario in which the smelters close.

Outlook

The negative outlook reflects our view that the largest customers' termination notices could
degrade BREC's financial performance and credit quality during our two-year outlook
horizon. We believe there is significant uncertainty vis-a-vis the extent and timeliness of
rate relief, particularly as substantial blocks of fixed costs need to be reallocated. We will
monitor the progress of the rate case to assess whether further rating action is appropriate.
We believe the customers' notice could expose the utility to the vicissitudes of merchant
markets and creates the potential for substantial cost shifting to remaining customers, who
might resist such efforts or find that reallocated costs are too onerous to absorb. If these
risks, whether in isolation or combination, weaken BREC's business risk profile and erode
financial metrics, including the strong debt service coverage that compensated for
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business risks in recent years, we could further lower the ratings. We do not expect to
raise the ratings during our outlook period.

Related Criteria And Research
USPF Criteria: Applying Key Rating Factors To U.S. Cooperative Utilities, Nov. 21, 2007
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Billie Richert

From: Billie Richert
Sent: Monday, February 04, 2013 9:13 AM
N '‘Bodek, David'
abject: RE: | need to schedule a call with you this morning, please let me know when you are available and | will call you.

'm available now. 270-844-6190.

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Monday, February 04, 2013 9:08 AM

To: Billie Richert

Subject: 1 need to schedule a call with you this morning, please let me know when you are available and I will call you.
Importance: High

David Bodek

Director

Standard & Poor's Ratings Services
55 Water Street

New York, NY 10041

(v) 212 438 7969

(f) 212 438 2154

david_bodek@standardandpoors.com

SAVE THE DATE!N!
Tuesday, May 7, 2013
\P’s Electric Cooperative and Public Power Hot Topics Conference
221 Avenue of the Americas — 2™ Floor Auditorium
New York, New York
For more information, click on the link below:
http://now.elogua.com/es.asp?s=302554905&e=87706&elq=dd80381d9a924dd4a79d02fa7bbbcdb4

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is sirictly prohibited. If you have
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies.
inc. reserves the right, subject to applicable Jocal law, to monitor. review and process the content of any electronic message or information sent to or from
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein.
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Billie Richert

From: Bodek, David <david_bodek@standardandpoors.com>
“ant: Monday, February 04, 2013 9:08 AM
: Billie Richert
~ubject: I need to schedule a call with you this morning, please let me know when you are available and | will call you.
Importance: High
David Bodek
Director
Standard & Poor's Ratings Services
55 Water Sireet
New York, NY 10041
(v) 212 438 7969
(f) 212 438 2154

david_bodek@standardandpoors.com

SAVE THE DATE!!

Tuesday, May 7, 2013

S&P's Electric Cooperative and Public Power Hot Topics Conference

1221 Avenue of the Americas — 2™ Floor Auditorium

New York, New York

For more information, click on the link below:
hitp://fnow.eloqua.com/es.asp?s=302554905&e=87706&ela=dd80381d2a024dd4a79d02fa7bbbc4b4

‘g information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be

vileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for
uelivering this message to the intended recipient. please be aware that any dissemination ar copying of this communication is strictly prohibited. If you have
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies,
Inc. reserves the right. subject fo applicable local law, to monitor, review and precess the content of any electronic message or information sent to or from
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending eleclronic message or information to McGraw-Hill e-mail
addresses you, as the sender, are consenting {o McGraw-Hill processing any of your personal data therein.
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Billie Richert

From: Billie Richert
Sent: Friday, February 01, 2013 3:50 PM
‘o: '‘Bodek, David'

ubject: RE: Are you available for a call?

Under RUS loan, if we fail to have two investment grade ratings, we must implement a corrective plan satisfactory to
RUS or it is an Event of Default. Lockbox arrangement may be imposed by RUS. Under CoBank Revolver, higher interest
rates are assessed but we have no outstanding borrowings under CoBank’s revolver.

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Friday, February 01, 2013 2:12 PM

To: Billie Richert

Subject: RE: Are you available for a call?

What if the rating falls below investment grade, do any financial obligations accelerate?

David Bodek

Director

Standard & Poor’s Ratings Services
55 Water Street

New York, NY 10041

(v) 212 438 7969

(f) 212 438 2154

david bodek@standardandpoors.com

SAVE THE DATE!!
iesday, May 7, 2013
S&P's Electric Cooperative and Public Power Hot Topics Conference
1221 Avenue of the Americas — 2™ Floor Auditorium
New York, New York
For more information, click on the link below: ‘
hitp://now.elogua.com/es.asp?s=302554905&e=877068&elg=dd80381d9a924dd4a79d02fa7bbb6c4b4

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 2:56 PM

To: Bodek, David

Subject: RE: Are you available for a call?

David,
The receipt of notification from Alcan does not result in any acceleration of debt.

Billie

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
<ent: Friday, February 01, 2013 11:43 AM

» Billie Richert
subject: RE: Are you available for a call? Case No. 2012-00492
Attachment for Response to KIUC 2-1
1 Witness: Billie J. Richert
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Could July’s $537 million loan accelerate? Is there any other debt that could accelerate?

"avid Bodek
‘ector
standard & Poor’'s Ratings Services
55 Water Street
New York, NY 10041
(v) 212 438 7969
(f) 212 438 2154
david bodek@standardandpoors.com

SAVE THE DATE!!!

Tuesday, May 7, 2013

S&P’s Electric Cooperative and Public Power Hot Topics Conference

1221 Avenue of the Americas — 2™ Floor Auditorium

New York, New York |

For more information, click on the link below:
http://now.elogua.com/es.asp?s=302554905&e=87706&¢clq=dd80381d9a924dd4a79d02fa7bbbc4b4

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 12:32 PM

To: Bodek, David

Subject: RE: Are you available for a call?

vid,
wone under CoBank; approximately $5.4 million of committed letters of credit against CFC; no draws. Also, please see
attached Alcan notice. It is public knowledge.

Billie

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Friday, February 01, 2013 10:25 AM

To: Billie Richert

Subject: RE: Are you available for a call?

Are there any draws outstanding under the liquidity facilities? Are there triggers for their acceleration?

David Bodek

Director

Standard & Poor’s Ratings Services
55 Water Street

New York, NY 10041

(v) 212 438 7969

(f) 212 438 2154

david bodek@standardandpoors.com

SAVE THE DATE!!
esday, May 7, 2013
+P's Electric Cooperative and Public Power Hot Topics Conference
1221 Avenue of the Americas — 2" Floor Auditorium

NeW York’ New York Case NO. 2012'00492
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From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 9:04 AM

To: Bodek, David

Subject: Are you available for a call?

David,
| need to speak with you. Do you have time for a call?

Thanks,
Billie

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. it may contain material of
confidential and/or private nafure. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be

privileged and confidential and protected from disclosure. if the reader of this message is not the intended recipient, or an employee or agent responsible for

delivering this message to the Intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have

received this communication in error, please immediately notify us by replying to the message and deleting it from your computer, The McGraw-Hill Companies,

Inc. reserves the right, subject to applicable focal law, to monitor, review and process the content of any electronic message or infonnation sent to or from

McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail
fresses you, as the sender. are consenting to McGraw-Hill processing any of your personal data therein.
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Billie Richert

From: Bodek, David <david_bodek@standardandpoors.com>
“ent: Friday, February 01, 2013 2:12 PM

) Billie Richert
subject: RE: Are you available for a call?

What if the rating falls below investment grade, do any financial obligations accelerate?

David Bodek

Director

Standard & Poor's Ratings Services
55 Water Street

New York, NY 10041

(v) 212 438 7969

(f) 212 438 2154

david bodek@standardandpoors.com

SAVE THE DATEIN

Tuesday, May 7, 2013

S&P's Electric Cooperative and Public Power Hot Topics Conference

1221 Avenue of the Americas — 2™ Floor Auditorium

New York, New York

For more information, click on the link below:
hitp:/now.elogua.com/es.asp?s=3025549058e=87706&elg=dd80381d9a924dd4a79d02fa7bb6c4b4

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 2:56 PM

To: Bodek, David

Subject: RE: Are you available for a call?

David,
The receipt of notification from Alcan does not result in any acceleration of debt.

Billie

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Friday, February 01, 2013 11:43 AM

To: Billie Richert

Subject: RE: Are you available for a call?

Could July’s $537 million loan accelerate? Is there any other debt that could accelerate?

David Bodek

Director

Standard & Poor's Ratings Services
5 Water Street

New York, NY 10041

(v) 212 438 7969
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(f) 212 438 2154
david bodek@standardandpoors.com

SAVE THE DATE!N!
yesday, May 7, 2013
.&P's Electric Cooperative and Public Power Hot Topics Conference
1221 Avenue of the Americas — 2™ Floor Auditorium
New York, New York
For more information, click on the link below:
hitp:/inow.eloqua.com/es.asp?s=302554905&e=87706&elg=dd80381d92924dd4a79d02fa7bbbcdb4

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 12:32 PM

To: Bodek, David

Subject: RE: Are you available for a call?

David,
None under CoBank; approximately $5.4 million of committed letters of credit against CFC; no draws. Also, please see

attached Aican notice. It is public knowledge.

Billie

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Friday, February 01, 2013 10:25 AM

“o: Billie Richert

.bject: RE: Are you available for a call?

Are there any draws outstanding under the liquidity facilities? Are there triggers for their acceleration?

David Bodek

Director

Standard & Poor’s Ratings Services
55 Water Street

New York, NY 10041

(v) 212 438 7969

(f) 212 438 2154

david bodek@standardandpoors.com

SAVE THE DATE!!!

Tuesday, May 7, 2013

S&P’s Electric Cooperative and Public Power Hot Topics Conference

1221 Avenue of the Americas — 2™ Floor Auditorium

New York, New York

For more information, click on the link below:
http://now.elogua.com/es.asp?s=3025549058e=877068&elg=dd80381d9a924dd4a79d02fa7bbBc4b4

From: Billie Richert [mailto:Billie.Richert@bigrivers.com] Case No. 2012-00492
Sent: Friday, February 01, 2013 9:04 AM Attachment for Response to KIUC 2-1
2 Witness: Billie J. Richert
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To: Bodek, David
Subject: Are you available for a call?

Navid,
aeed to speak with you. Do you have time for a call?

Thanks,
Billie

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. it may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this message is intended only for the recipient, and may be a confidential atlorney-client communication or may otherwise be
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsibie for
delivering this message to the intended recipient. please be aware that any dissemination or copying of this communication is strictly prohibited. If you have
received this communication in error, please immediaiely nolify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies,
Inc. reserves the right. subject to applicable local law, to monitor, review and process the content of any electronic message or information sent to or from
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information {0 McGraw-Hill e-mail
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein.

Case No. 2012-00492

Attachment for Response to KIUC 2-1

3 Witness: Billie J. Richert
Page 51 of 167



Billie Richert

From: Billie Richert
Rent: Friday, February 01, 2013 1:56 PM
: '‘Bodek, David'
bject: RE: Are you available for a call?
David,

The receipt of notification from Alcan does not result in any acceleration of debt.

Billie

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Friday, February 01, 2013 11:43 AM

To: Billie Richert

Subject: RE: Are you available for a call?

Could July’s $537 million loan accelerate? s there any ather debt that could accelerate?

David Bodek

Director

Standard & Poor’s Ratings Services

55 Water Street

New York, NY 10041

(v) 212 438 7969

(f) 212 438 2154
vid_bodek@standardandpoors.com

SAVE THE DATE!N!

Tuesday, May 7, 2013

S&P’s Electric Cooperative and Public Power Hot Topics Conference

1221 Avenue of the Americas — 2™ Floor Auditorium

New York, New York

For more information, click on the fink below;
hitp://inow.elogua.com/es.asp?s=302554905&e=87706&elg=dd80381d9a924dd4a79d02fa7bbbcdbd

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 12:32 PM

To: Bodek, David

Subject: RE: Are you available for a call?

David,

None under CoBank; approximately $5.4 million of committed letters of credit against CFC; no draws. Also, please see
attached Alcan notice. It is public knowledge.

Billie

. .om: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Friday, February 01, 2013 10:25 AM Case No. 2012-00492
Attachment for Response to KIUC 2-1
1 Witness: Billie J. Richert
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To: Billie Richert
Subject: RE: Are you available for a call?

Are there any draws outstanding under the liquidity facilities? Are there triggers for their acceleration?

David Bodek

Director

Standard & Poor’'s Ratings Services
55 Water Sireet

New York, NY 10041

(v) 212 438 79869

(f) 212 438 2154

david bodek@standardandpoors.com

SAVE THE DATE!N!

Tuesday, May 7, 2013

S&P’s Electric Cooperative and Public Power Hot Topics Conference

1221 Avenue of the Americas — 2™ Floor Auditorium

New York, New York

For more information, click on the link below:
hittp://now.elogua.com/es.asp?s=3025549058e=87706&elq=dd80381d9a924dd4a79d02fa7bb6cdb4

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 9:04 AM

v Bodek, David
_dbject: Are you available for a call?

David,
I need to speak with you. Do you have time for a call?

Thanks,
Billie

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this message is intended only for the recipient. and may be a confidential attorney-client communication or may otherwise be
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient. or an employee or agent responsible for
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies,
inc. reserves the right, subject to applicable tocal law, to monitor, review and process the content of any electronic message or information sent to or from
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein.
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Billie Richert

From: Bodek, David <david_bodek@standardandpoors.com>
Sent: Friday, February 01, 2013 11:43 AM
: Billie Richert
.dbject: RE: Are you available for a call?

Could July’s $537 million loan accelerate? Is there any other debt that could accelerate?

David Bodek

Director

Standard & Poor's Ratings Services
55 Water Street

New York, NY 10041

(v) 212 438 7969

(f) 212 438 2154

david bodek@standardandpoors.com

SAVE THE DATEI!

Tuesday, May 7, 2013

S&P’s Electric Cooperative and Public Power Hot Topics Conference

1221 Avenue of the Americas — 2™ Floor Auditorium

New York, New York

For more information, click on the link below:
http://now.elogua.com/es.asp?s=3025549058e=87706&elq=dd80381d2a924dd4a79d02fa7bbbcdb4

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 12:32 PM

To: Bodek, David

Subject: RE: Are you available for a call?

David,

None under CoBank; approximately $5.4 million of committed letters of credit against CFC; no draws. Also, please see
attached Alcan notice. It is public knowledge.

Billie

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Friday, February 01, 2013 10:25 AM

To: Billie Richert

Subject: RE: Are you available for a call?

Are there any draws outstanding under the liquidity facilities? Are there triggers for their acceleration?

David Bodek

Director

Standard & Poor’s Ratings Services

) Water Street
New York, NY 10041
(v) 212 438 7969 Case No. 2012-00492
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(f) 212 438 2154
david bodek@standardandpoors.com

SAVE THE DATE!!!
“uesday, May 7, 2013
&P's Electric Cooperative and Public Power Hot Topics Conference
1221 Avenue of the Americas — 2™ Floor Auditorium
New York, New York
For more information, click on the link below:
http://now.elogua.com/es.asp?s=302554905&e=87706&elq=dd80381d9a924dd4a79d02fa7bbBcdb4

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 9:04 AM

To: Bodek, David

Subject: Are you available for a call?

David,
| need to speak with you. Do you have time for a call?

Thanks,
Billie

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
“ities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and

lete the material from your/any storage medium.

The information contained in this message is intended only for the recipient, and may be a confidential atlorney-client communication or may otherwise be
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is striclly prohibited. if you have
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies,
inc. reserves the right, subject o applicable local law, to monitor, review and process the content of any electronic message or information sent to or from
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein.
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Billie Richert

From: Billie Richert

“ent: Friday, February 01, 2013 11:43 AM
: '‘Bodek, David'

-ubject: RE: Are you available for a call?

Triggers for acceleration for CFC can be a remedy upon the termination of a smelter wholesale agreement. There are
no draws on CoBank.

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Friday, February 01, 2013 10:25 AM

To: Billie Richert

Subject: RE: Are you available for a call?

Are there any draws outstanding under the liquidity facilities? Are there triggers for their acceleration?

David Bodek

Director

Standard & Poor's Ratings Services
55 Water Street

New York, NY 10041

(v) 212 438 7969

(f) 212 438 2154

david_bodek@standardandpoors.com

SAVE THE DATE!
“1esday, May 7, 2013
4P's Electric Cooperative and Public Power Hot Topics Conference
1221 Avenue of the Americas — 2™ Floor Auditorium
New York, New York
For more information, click on the link below:
http://now.elogua.com/es.asp?s=302554805&e=87706&elq=dd80381d9a924dd4a79d02fa7bbBcib4

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 9:04 AM

To: Bodek, David

Subject: Are you available for a call?

David,
I need to speak with you. Do you have time for a call?

Thanks,
Billie

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
fities other than the intended recipient is not aliowed. If you receive this message and the information contained therein by error, please contact the sender and

slete the material from your/any storage medium.
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The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be
privileged and confidential and protected from disclosure. if the reader of this message is not the intended recipient, or an employee or agent responsible for
delivering this message tfo the infended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies,
Inc. reserves the right, subject o applicable local law, to monitor, review and process the cantent of any elecironic message or information sent to or from
“~Graw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail
resses you. as the sender, are consenting to McGraw-Hill processing any of your personal data therein.
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Billie Richert

From: Billie Richert
Sent: Friday, February 01, 2013 11:32 AM
: '‘Bodek, David'
.bject: RE: Are you available for a call?
Attachments: Alcan Termination Notice0001.pdf
David,

None under CoBank; approximately $5.4 million of committed letters of credit against CFC; no draws. Also, please see
attached Alcan notice. It is public knowledge.

Billie

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Friday, February 01, 2013 10:25 AM

To: Billie Richert

Subject: RE: Are you available for a call?

Are there any draws outstanding under the liquidity facilities? Are there triggers for their acceleration?

David Bodek

Director

Standard & Poor's Ratings Services

55 Water Street

New York, NY 10041

(v) 212 438 7969

™ 212 438 2154
/id_bodek@standardandpoors.com

SAVE THE DATE!!!

Tuesday, May 7, 2013

S&P’s Electric Cooperative and Pubhc Power Hot Topics Conference

1221 Avenue of the Americas — 2™ Floor Auditorium

New York, New York

For more information, click on the link below:
http://now.elogua.com/es.asp?s=302554905&e=87706&elg=dd80381d9a924dd4a79d02fa7bbbc4b4g

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 9:04 AM

To: Bodek, David

Subject: Are you available for a call?

David,
I need to speak with you. Do you have time for a call?

Thanks,
Billie

The information contained in this transmission is intended only for the person or entity to which it is d l ad ressed or c pie lt may con glg métU A
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or takm SHOMEAR rgor%‘c]f
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entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

e information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be
ileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for
ivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies,
Inc. reserves the right, subject 1o applicabie local law. to monitor, review and process the content of any electronic message or information sent to or from
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein.
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Billie Richert

From: Bodek, David <david_bodek@standardandpoors.com>
Sent: Friday, February 01, 2013 10:25 AM

n Billie Richert
.ubject: RE: Are you available for a call?

Are there any draws outstanding under the liquidity facilities? Are there triggers for their acceleration?

David Bodek

Director

Standard & Poor's Ratings Services
55 Water Street

New York, NY 10041

(v) 212 438 7969

(f) 212 438 2154

david bodek@standardandpoors.com

SAVE THE DATE!N!

Tuesday, May 7, 2013

S&P’s Electric Cooperative and Public Power Hot Topics Conference

1221 Avenue of the Americas ~ 2™ Floor Auditorium

New York, New York

For more information, click on the link below:
http://now.eloqua.com/es.asp?s=3025549058e=87706&elq=dd80381d9a924dd4a79d02fa7bbBc4bd

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 9:04 AM

To: Bodek, David

Subject: Are you available for a call?

David,
| need to speak with you. Do you have time for a call?

Thanks,
Billie

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this message is intended only for the recipient, and may be a confidential attormey-client communication or may otherwise be
privileged and confidential and protected from disclosure. If the reader of this message is nol the intended recipient, or an employee or agent responsible for
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibiled. If you have
received this communication in error, please immediately notify us by replying to the message and deleting it fram your compuler. The McGraw-Hill Companies,
inc. reserves the right, subject to applicable local law, to monitor, review and process the content of any electronic message or information sent to or from
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail
addresses you. as the sender, are consenting to McGraw-Hill processing any of your personal data therein.
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Billie Richert

From: Bodek, David <david_bodek@standardandpoors.com>
“ent: Friday, February 01, 2013 9:36 AM

) Billie Richert
subject: RE: Are you available for a call?

Yes. | will call you.

David Bodek

Director

Standard & Poor's Ratings Services
55 Water Street

New York, NY 10041

(v) 212 438 7969

(f) 212 438 2154

david bodek@standardandpoors.com

SAVE THE DATE!!

Tuesday, May 7, 2013

S&P’s Electric Cooperative and Public Power Hot Topics Conference

1221 Avenue of the Americas — 2™ Floor Auditorium

New York, New York

For more information, click on the link below:
hitp://now.eloqua.com/es.asp?s=3025549058e=87706&elg=dd80381d9a924dd4a79d02fa7bbbc4b4

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 10:35 AM

To: Bodek, David

Subject: RE: Are you available for a call?

Can we speak 10:45 your time; in about 15 minutes?

Thanks.

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Friday, February 01, 2013 8:22 AM

To: Billie Richert

Subject: RE: Are you available for a call?

I tried calling you, but reached your voice mail. When are you available to speak?

David Bodek
Director
Standard & Poor’s Ratings Services
55 Water Street
New York, NY 10041
Y212 438 7969
) 212 438 2154

david bodek@standardandpoors.com
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SAVE THE DATE!!
Tuesday, May 7, 2013
S&P’s Electric Cooperative and Public Power Hot Topics Conference
1221 Avenue of the Americas - 2™ Floor Auditorium
New York, New York
or more information, click on the link below:
attp:/inow.elogua.com/es.asp?s=302554905&e=87706&elq=dd80381d9a924dd4a79d02fa7bbbBc4b4

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 9:04 AM

To: Bodek, David

Subject: Are you available for a call?

David,
I need to speak with you. Do you have time for a call?

Thanks,
Billie

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

1e information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise he
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies,
inc. reserves the right, subject to applicable local law, to monitor, review and process the content of any electronic message or information sent to or from
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mait
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein
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Billie Richert

From: Billie Richert

~apt: Friday, February 01, 2013 9:35 AM
: '‘Bodek, David'

_Jbject: RE: Are you available for a call?

Can we speak 10:45 your time; in about 15 minutes?

Thanks.

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Friday, February 01, 2013 8:22 AM

To: Billie Richert

Subject: RE: Are you available for a call?

| tried calling you, but reached your voice mail. When are you available to speak?

David Bodek

Director

Standard & Poor's Ratings Services
55 Water Street

New York, NY 10041

(v) 212 438 7969

(f) 212 438 2154

david bodek@standardandpoors.com

\VE THE DATE!!!
Jesday, May 7, 2013
S&P's Electric Cooperative and Public Power Hot Topics Conference
1221 Avenue of the Americas ~ 2™ Floor Auditorium
New York, New York
For more information, click on the link below:
http://now.eloqua.com/es.asp?s=302554905&e=877068&elq=dd8038 1d9a824dd4a79d02fa7bbbcdb4

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 9:04 AM

To: Bodek, David

Subject: Are you available for a call?

David,
I need to speak with you. Do you have time for a call?

Thanks,
Billie

“e information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
rfidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
«ntities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and

delete the material from your/any storage medium. Case No. 2012-00492
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The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is striclly prohibited. If you have
~ceived this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies.
reserves the right. subject to applicable local law, to monitor. review and process the content of any electronic message or information sent to or from
Graw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein.
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Billie Richert

From: Bodek, David <david_bodek@standardandpoors.com>
“ant: Friday, February 01, 2013 8:22 Al

: Billie Richert
wubject: RE: Are you available for a call?

| tried calling you, but reached your voice mail. When are you available to speak?

David Bodek

Director

Standard & Poor's Ratings Services
55 Water Street

New York, NY 10041

(v) 212 438 7969

(f) 212 438 2154

david bodek@standardandpoors.com

SAVE THE DATE!!

Tuesday, May 7, 2013

S&P's Electric Cooperative and Public Power Hot Topics Conference

1221 Avenue of the Americas ~ 2™ Floor Auditorium

New York, New York

For more information, click on the link below:
http://now.elogua.com/es.asp?s=3025549058e=87706&elq=dd8038 1d9a924dd4a79d02fa7bbbcdb4

Sent: Friday, February 01, 2013 9:04 AM
To: Bodek, David
Subject: Are you available for a call?

David,
I need to speak with you. Do you have time for a call?

Thanks,
Billie

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. it may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this message is intended only for the recipient, and may be a confidential attomey-client communication or may otherwise be
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have
received this communication in error, please immediately notify us by replying 1o the message and deleting it from your computer. The McGraw-Hill Companies,
inc. reserves the right, subject to applicable local law, to monitor, review and process the content of any electronic message or information sent to or from
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail
addresses you. as the sender, are consenting to McGraw-Hill processing any of your personal data therein.
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Billie Richert

From: Billie Richert
Sent: Tuesday, January 22, 2013 3:15 PM
: ‘Bodek, David'
abject: RE: Friday call
David,

One more thing | wanted to mention is that we have also filed a financing case for our 1983 Pollution Controi Bonds
which are due June 1, 2013 for $58.8 million. We are pursuing various options but until the rate case is finalized and
there is more certainty we may not go to market (to refund the bonds) as we originally intended, but instead pay off the
bonds on June 1. I'll keep you posted on this activity as well.

Billie

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Tuesday, January 22, 2013 10:48 AM

To: Billie Richert

Subject: RE: Friday call

Can we speak at 2:30 Eastern? If so, | will call you.

David Bodek
Director
Standard & Poor's Ratings Services
55 Water Street
Mew York, NY 10041
212 438 7969
v) 212 438 2154
david bodek@standardandpoors.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Tuesday, January 22, 2013 11:41 AM

To: Bodek, David

Subject: RE: Friday call

David,
What time works for you today?

Thanks,
Billie

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Monday, January 21, 2013 10:26 AM

To: Billie Richert

Subject: RE: Friday call

'm sorry you are not well. | hope that you have a speedy recovery. We can speak tomorrow.

vavid Bodek
Director Case NO. 2012-00492
Attachment for Response to KIUC 2-1
1 Witness: Billie J. Richert
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Standard & Poor’s Ratings Services
55 Water Street
New York, NY 10041
(v) 212 438 7969
‘§ 212 438 2154
avid bodek@standardandpoors.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Monday, January 21, 2013 8:35 AM

To: Bodek, David

Subject: Friday call

David,

I've been ill and out of the office. I will return your call later this afternoon when I get in.
Billie

Sent via the Samsung Galaxy S™IIL, an AT&T 4G LTE smartphone

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be
privileged and confidential and protected from disclosure. if the reader of this message is not the intended recipient, or an employee or agent responsible for
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have
sjved this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies,
reserves the right, subject to applicable local law, to monitor, review and process the content of any electronic message or information sent to or from
wicGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein.
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Billie Richert

From: Billie Richert
Sant: Tuesday, January 22, 2013 10:49 AM
‘Bodek, David'
Lbject: RE: Friday call

Yes. That works. Speak with you then.

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Tuesday, January 22, 2013 10:48 AM

To: Billie Richert

Subject: RE: Friday call

Can we speak at 2:30 Eastern? If so, 1 will call you.

David Bodek

Director

Standard & Poor's Ratings Services
55 Water Street

New York, NY 10041

(v) 212 438 7969

(f) 212 438 2154

david_bodek@standardandpoors.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
nt: Tuesday, January 22, 2013 11:41 AM

+ 05 Bodek, David

Subject: RE: Friday call

David,
What time works for you today?

Thanks,
Billie

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Monday, January 21, 2013 10:26 AM

To: Billie Richert

Subject: RE: Friday call

'm sorry you are not well. 1 hope that you have a speedy recovery.

David Bodek
Director
Standard & Poor’s Ratings Services
55 Water Street
New York, NY 10041
1\ 212 438 7969
212 438 2154
gavid bodek@standardandpoors.com

We can speak tomorrow.
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From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Monday, January 21, 2013 8:35 AM
; Bodek, David
.bject: Friday call

David,

I've been ill and out of the office. I will return your call later this afternoon when I get in.
Billie

Sent via the Samsung Galaxy ST™ITI, an AT&T 4G LTE smartphone

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. it may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this message is intended only for the recipient, and may be a confidential attormey-client communication or may otherwise be
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. if you have
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies,
Inc. reserves the right, subject o applicable focal law, to monitor, review and process the content of any electronic message or information sent to or from
McGraw-Hill e-mail addresses without informing the sender or recipient of the message By sending electronic message or information to McGraw-Hill e-mail
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein.
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Billie Richert

From: Bodek, David <david_bodek@standardandpoors.com>
Sent: Tuesday, January 22, 2013 10:48 AM

I Billie Richert

ubject: RE: Friday call

Can we speak at 2:30 Eastern? {f so, | will call you.

David Bodek

Director

Standard & Poor's Ratings Services
55 Water Street

New York, NY 10041

(v) 212 438 7969

(f) 212 438 2154

david bodek@standardandpoors.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Tuesday, January 22, 2013 11:41 AM

To: Bodek, David

Subject: RE: Friday call

David,
What time works for you today?

“anks,
illie

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Monday, January 21, 2013 10:26 AM

To: Billie Richert

Subject: RE:; Friday call

I'm sorry you are not well. | hope that you have a speedy recovery.

David Bodek

Director

Standard & Poor’s Ratings Services
55 Water Street

New York, NY 10041

(v) 212 438 7969

(f) 212 438 2154

david bodek@standardandpoors.com

We can speak tomorrow.

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Monday, January 21, 2013 8:35 AM
To: Bodek, David

bject: Friday call

David,
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I've been ill and out of the office. I will return your call later this afternoon when I get in.
Billie

:nt via the Samsung Galaxy S™III, an AT&T 4G LTE smartphone

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be
privileged and confidential and protected from disclosure. Jf the reader of this message is not the intended recipient, or an employee or agent responsible for
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies,
inc. reserves the right, subject to applicable lacal law. to monitor, review and process the content of any elecironic message or information sent to or from
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein.
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Billie Richert

From: Billie Richert
“ent: Tuesday, January 22, 2013 10:41 AM
: '‘Bodek, David'
4bject: RE: Friday call
David,

What time works for you today?

Thanks,
Biliie

From: Bodek, David [mailto:david_bodek@standardandpoors.com]
Sent: Monday, January 21, 2013 10:26 AM

To: Billie Richert

Subject: RE: Friday call

I'm sorry you are not well. | hope that you have a speedy recovery. We can speak tomorrow.

David Bodek
Director
Standard & Poor’s Ratings Services
55 Water Street
New York, NY 10041
(v) 212 438 7969
(f) 212 438 2154
vid bodek@standardandpoors.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Monday, January 21, 2013 8:35 AM

To: Bodek, David

Subject: Friday call

David,

I've been ill and out of the office. I will return your call later this afternoon when I get in.
Billie

Sent via the Samsung Galaxy ST™III, an AT&T 4G LTE smartphone

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this message is intended only for the recipient, and may be a confidential atiomey-client communication or may otherwise be
privileged and confidential and protected from disclosure. if the reader of this message is not the intended recipient, or an employee or agent responsible for
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have
~elved this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies,
. reserves the right, subject to applicable local law, to monitor, review and process the content of any electronic message or information sent to or from
.cGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail

addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein. Case No. 2012-00492
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Billie Richert

From: Bodek, David <david_bodek@standardandpoors.com>
Sent: Monday, January 21, 2013 10:26 AM

o: Billie Richert
subject: RE: Friday call

I’'m sorry you are not well. 1hope that you have a speedy recovery. We can speak tomorrow.

David Bodek

Director

Standard & Poor’s Ratings Services
55 Water Street

New York, NY 10041

(v) 212 438 7969

(212 438 2154

david bodek@standardandpoors.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Monday, January 21, 2013 8:35 AM

To: Bodek, David

Subject: Friday call

David,

I've been ill and out of the office. I will return your call later this afternoon when I get in.
Billie

Sent via the Samsung Galaxy ST™III, an AT&T 4G LTE smartphone

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature, Any review, retransmission, dissemination or other use of, or taking of any action in refiance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for
delivering this message 1o the intended recipient. please be aware that any dissemination or copying of this communication is strictly prohibited. !If you have
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hifl Gompanies,
inc. reserves the right. subject to applicable local law, to monitor, review and process the content of any electronic message or information sent to or from
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information {o McGraw-Hill e-mail
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein.
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Billie Richert

From: Billie Richert

“ent: Thursday, February 07, 2013 5:14 PM
: 'Rose, Kevin'

~ubject: RE: Credit Opinion Published

Thanks.

From: Rose, Kevin [mailto:Kevin.Rose@moodys.com]
Sent: Thursday, February 07, 2013 4:50 PM

To: Billie Richert

Subject: Credit Opinion Published

Billie:

Attached for your files is the research we published earlier today.
Regards,

Kevin

Kevin Rose
Global Infrastructure and Finance Group
212.553.0389 tel
646.256.2741 mobile
*2.298.6466 fax
svin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.
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Billie Richert

From: Rose, Kevin <Kevin.Rose@moodys.com>
nt: Thursday, February 07, 2013 4:50 PM
: Billie Richert
wubject: Credit Opinion Published
Attachments: Big Rivers Credit Opinion Feb 7 2013.pdf
Bitlie:

Attached for your files is the research we published earlier today.

Regards,

Kevin

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

"ww.moodys.com

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.
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issuer Comment: Big Rivers Electric Corporation - Credit Opinion

Global Credit Research - 07 Feb 2013

Rating Drivers

» Increased need for rate increases and dependence on off-system sales following contract
termination notices from two aluminum smelters

» Rates subject fo regulation by the Kentucky Public Service Commission (KPSC)

» Revenues from electricity sold under long-term wholesale power contracts with member
owners

» Ownership of generally competitive coal-fired generation plants; pursuing environmental
compliance plan approved by regulators; environmental cost surcharge in place

Corporate Profile

Big Rivers Electric Corporation (Big Rivers) is an electric generation and transmission
cooperative (G&T) 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 about 113,000 residential, commercial, and
industrial customers in 22 Western Kentucky counties.

Recent Events

Effective February 6, 2013 we downgraded the senior secured rating of $83.3 million of
County of Ohio, Kentucky (the county) Pollution Control Refunding Revenue Bonds (Big
Rivers Electric Corporation Project) to Ba1 from Baa2 and the rating remains under review
for downgrade, The rating action primarily reflects significantly increased financial and
operating risks for Big Rivers due to the January 31, 2013 announcement by Alcan
Corporation that ifs subsidiary, Alcan Primary Products Corporation (Alcan) issued a 12-
month notice to terminate its power contract with BREC. This announcement came on the
heels of the August 20, 2012 announcement by Century Aluminum Company that its
subsidiary, Century Aluminum of Kentucky (Century) issued a 12-month notice to terminate
its power contract with Big Rivers for its Hawesville, Kentucky smelter. See press release of
February 6, 2013 posted to moodys.com for further details refating to this action.

Rating Rationale

The Ba1 senior secured rating considers credit risk related to the fact that Big Rivers' largest
member owner, Kenergy Corp., makes a high concentration of its sales to two aluminum
smelters (Century and Alcan), both of whom face credit challenges due to the significant
volatifity in both metal prices and demand. In addition, these smelters have served notice of
intent to terminate their respective power purchase arrangements with Big Rivers, consistent
with requirements for a one-year notice period and meeting other conditions to do so. Big
Rivers' rating is further constrained because its rates are regulated by the KPSC, which is

atypical for the G&T coop sector. Big Rivers' credit profile also reflects the financial benefits of

several steps it took 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.
Detailed Rating Considerations

High Smelter Load Concentration; Credit Challenge Tied to Anticipated Loss Of Smelter Load
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Under historical operating conditions, the two smelters served by Kenergy have been
consuming approximately 7 million MWh of energy annually, representing a substantial load
concentration risk (e.g. about two-thirds of member energy load and close to 60% of member
revenues for Big Rivers in 2011). This risk is a significant constraint to Big Rivers' rating,
making its financial and operating risk profile unique compared to peers. This risk was
magnified in August 2012 and most recently in January 2013 when each of the two smelters
(Century and Alcan), gave notice to terminate the power purchase contract with Big Rivers.
Under the terms of the contract, termination of the contract requires the terminating party to
give notice to Big Rivers of their decision twelve months prior to the planned termination date.
During the twelve month period, each of the terminating parties (Century and Alcan, in this
case) must continue to make payments to Big Rivers over the 12 month period. Under the
Century contract, the 12 month period ends in August 2013 while the 12 month period ends in
January 2014 under the Alcan contract. Although Century and Alcan are required to pay base
energy charges as defined in their respective agreements with Big Rivers) for power (482
MW and 368 MW, respectively, at 98% capacity factor) during the 12-month notice periods,
neither one is required to continue operating their smelter plants.

Following this development, Big Rivers is evaluating a number of options to mitigate the
substantial loss in smelter load. While challenges exist for the cooperative to implernent
some of the mitigation strategies, the near completion of several of Big Rivers' multiple
fransmission capacity upgrade projects undertaken in recent years will enhance Big Rivers'
ability to sell electric output in the wholesale market. To that end, Big Rivers became a
transmission owning member of the Midwest Independent Transmission System Operator
(MISO) in December 2010. As a result, Big Rivers has enhanced its reliability and
transmission capability helping to ensure compliance with mandated emergency reserve
requirements established by regulators. Also, these steps along with legislation that permits
sales to non-members provide additional flexibility for Big Rivers to move excess power off
system following termination notices from Century and Alcan.

Improved Balance Sheet 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 other long-term transactions previously
involving E.ON U.S. LLC and Western Kentucky Energy Corp. At the same time, Big Rivers
terminated other agreements and entered into various new arrangements whereby it has
been selling to Kenergy 850 MW in aggregate for resale to the two aluminum smelters. This
arrangement represents a concentration of load risk for Big Rivers, which is now exacerbated
by the contract termination notices served by the two aluminum smelters. Still, there were key
credit positives resulting from consummation of all the unwind transactions as follows:
elimination of Big Rivers' deficit net worth, with equity of $379.4 million at December 31, 2009,
which increased to $389.8 million as of December 31, 2011 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 to repay about $140.2 milfion of debt owed to the Rural Utilities Service (RUS) 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.

Under a contract times interest earned ratio (TIER) arrangement with the two smelters,
Rivers targets a minimum TIER of 1.24 times, which is above the level required under its
financial covenants. Under current market conditions and given contract termination notices
from the two aluminum smelters, Big Rivers has filed for rate relief as it anticipates that the
TIER will otherwise drop below the 1.24 times target should the contracts with Century and
Alcan be terminated.

Coal-Fired Plants Represent Valuable Assets Even As Environmental Costs Loom

Big Rivers owns generating capacity of about 1,444 megawatts (MW) in four substantially
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coal-fired plants. Total power capacity is about 1,824 MW, including rights to about 197 MW of
coal-fired capacity from Henderson Municipal Power and Light (HMP&L) 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
reasonable competitive advantage in the Southeast and even more so when compared to
other regions around the country. The consistently high capacity factors and efficient
operations of the assets results in average system wholesale rates to members around 4.7
cents per kWh (including the beneficial effects of the member rate stability mechanism). This
compares to the average wholesale rate of 4.4 cents per kWh to serve the two smelter loads
in 2011.

Because Big Rivers is substantially dependent on coal-fired generation, it faces uncertainty
with regard to future environmental regulations, including the final 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 sefting 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. Big Rivers received KPSC
approval for a $26.7 million (6.17%) base rate increase effective November 17, 2011. We
consider this a reasonably good outcome versus the approximate $30 million rate increase
that was requested. The net effects of various appeals in this case decision resulted in the
Kentucky PSC largely reaffirming its decision in January 2013; importantly, some corrections
to calculations resulted in an approximately $1 million increase to the previously approved
revenue amount. The rate increase is intended to bolster wholesale margins, address
increased depreciation costs, administrative costs tied to joining the MISO, and maintenance
costs incurred during generation plant outages.

Following this rate case outcome, Big Rivers filed a rate case with the KPSC on January 15,
2013, seeking approval for a $74.5 million rate increase. While the substantial majority of this
sizable request is due fo impending load loss when Century's notice period expires, additional
amounts would make up for declining margins from off system sales and other cost
pressures. The actual percentage rate impact would vary by customer class and we note the
availability of funds in the economic and rural economic reserve accounts that can be used to
offset the significant impact for the non-smelter customer classes through credits to the fuel
adjustment clause and the environmental surcharge. Since filing its rate case in January, Big
Rivers has responded to additional data requests from the KPSC and is requesting that new
rates become effective August 20, 2013, If the case is not decided by then, Big Rivers would
be permitted under state statutes to implement the rate increase, subject to refund, pending a
final KPSC decision in the rate case. Given the recent contract termination notice from Alcan,
we expect that Big Rivers will file another rate case later this year for rate increases to take
effect by January 31, 2014,

Wholesale Power Contracts Support Big Rivers' Credit Profile

The revenues derived under Big Rivers' long-term wholesale contracts with its members for
sales to non-smelter customers 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.
From a historical perspective, the relatively low cost power provided under the contracts
mitigated the credit risk that would typically stem from member disenchantment. However, we
believe going forward the pending rate case filed in January and another case likely to follow
raise the specter for member unrest as the level of requested increases is quite substantial in
the January filing alone. The currently overall sound member profile helps provide a degree of
assurance of this revenue stream, which is integral to servicing Big Rivers' debt.

Liquidity
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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 NRUCFC and CoBank facilities
expire on July 16, 2014 and July 27, 2017, respectively. The $50 million NRUCFC facility
provides for issuance of up to $10 million of letters of credit. As of September 30, 2012 Big
Rivers had approximately $113 million of cash and temporary investments and it had about
$45 million of unused capacity available under the NRUCFC facility. The NRUCFC facility has
a condition that precludes use of the facility upon termination of a contract with either of the
smeliers, so Big Rivers is negotiating amendment and extension of this facility ahead of
August 20, 2013, to ensure it maintains access to the facility. The CoBank facility has a
condition that precludes use of the facility when termination notice is provided, so Big Rivers
plans to address this through negotiation of an amendment to re-establish access. Some of
the cash on hand will be used to repay the impending $58.8 million tax-exempt debt maturity
due June 1, 2013. We anticipate that Big Rivers will internally fund its maintenance capex and
management indicates that there may be some flexibility in that budget; however, we
understand that the cooperative is arranging funding for environmental related capex, which is
currently estimated to be about $60 million during 2013-2014. Beyond the June 2013 maturity,
long-term debt maturities are very modest amortizations of existing debt around $21 million to
be paid in quarterly installments.

The quality of the alternate liquidity provided by the bank revolvers benefits from the multi-year
tenors 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.
Additionally, the NRUCFC facility benefits from no ongoing material adverse change (MAC)
clause; however, the CoBank facility is considered of lesser quality because of the ongoing
nature of its MAC clause related to each drawdown and as noted above is currently
unavailable given the contract termination notices served. 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. We understand that Big Rivers will pursue steps to amend
and extend existing bank credit facilities to shore up liquidity as it copes with credit challenges
going forward.

Structural Considerations

As part of the unwinding of various transactions completed in 2009, Big Rivers replaced the
previously existing RUS morigage with a new senior secured indenture. Under the current
senior secured indenture RUS and all senior secured debt holders are on equal footing in
terms of priority of claim and fien on assets. The current senior secured indenture provides
Big Rivers with the flexibility to access public debt markets without first obtaining a case
specific RUS lien accommodation, while retaining the right to request approval from the RUS
for additional direct borrowings under the RUS loan program, if they choose fo do so. Given
persistent questions ahout the availability of funds under the federally subsidized RUS loan
program, we consider the added flexibility of the current senior secured indenture to be credit
positive.

Rating Outlook

The rating is under review for downgrade as we assess the financial and operating effects
and what mitigating strategies Big Rivers will pursue following contract termination notices
from the two aluminum smelters.

What Could Change the Rating - Up

In light of the rating review for possible downgrade and the uncertainty at Big Rivers that
persists following the announcements by Century and Rio Tinto, the rating is not likely to be
upgraded or stabilized in the near term.

What Could Change the Rating - Down

Several factors are likely to cause us to further lower Big Rivers' rating including our
assessment of the likelihood of success in implementing the numerous mitigation strategies
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on the drawing board. Of particular interest to the rating review is the degree to which Big
Rivers' future financial results will depend upon the margins from the unregulated wholesale
power market through both short-term and long-term off-system sales as weli as our
assessment of the cooperative's ability to secure needed rate increases from the non-
smelter member load. The rating could also be negatively affected should efforts to shore up
external liquidity sources fail to meet our understanding of Big Rivers' near-term objectives.
Further, downward rating pressure could occur should environmental capital requirements
increase substantially particularly with the lack of a clear regulatory mechanism in place.

Other Considerations

Mapping To Moody's U.S. Electric Generation & Transmission Cooperatives Rating
Methodology

Big Rivers' mapping under Moody's U.S. Electric Generation &Transmission Cooperative
rating Methodology is based on historical data through December 31, 2011. 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. The Indicated
Rating under the Methodology largely reflects better scores for the factors relating to
dependence on purchased power and financial metrics such as equity as a percentage of
capitalization, FFO to debt and FFO to interest, all of which improved upon completion of the
unwind transactions in 2009, Notwithstanding the current A2 Indicated Rating for Big Rivers
under the Methodology, its actual senior secured rating of Ba1 reflects the unique risks
relating to Big Rivers' load concentration to the smelters, the smelter termination notices and
the fact receipt of the notices will not impact cash flow until August 2013 (Century) and untif

January 2014 (Alcan).

Contacts Phone
Kevin G. Rose/New York 12125530389
Walter J. Winrow/New York 12125537943
Chee Mee Hu/New York 12125533665
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ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT
LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND
MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR
HISTORICAL FACT. CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND
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NEITHER CREDIT RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN
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MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT
LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED,
FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR
SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, INANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All information
contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable. Because of the
possibility of human or mechanical error as well as other factors, however, all information contained herein is provided
"AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that the information it uses in
assigning a credit rating is of sufficient quality and from sources Moody's considers to be reliable, including, when
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in every instance
independently verify or validate information received in the rating process. Under no circumstances shall MOODY'S have
any liability to any person or entity for (a) any loss or damage in whole or in part caused by, resutting from, or relating to,
any error (negligent or otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any
of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis,
interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special,
consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if
MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such
information. The ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the
information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or
recommendations to purchase, sell or hold any securities. Each user of the information contained herein must make its
own study and evaluation of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS
OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPRINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S INANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCQO"), hereby discloses that most issuers
of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred
stock rated by MIS have, prior to assignment of any rating, agreed to pay to MiS for appraisal and rating services
rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and
procedures to address the independence of MIS's ratings and rating processes. Information regarding certain affiliations
that may exist between directors of MCO and rated entities, and between entities who hold ratings from MIS and have
also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and Shareholder
Affiliation Policy.”

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License
of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody's Analytics
Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended to be provided only to
"wholesale clients" within the meaning of section 761G of the Corporations Act 2001, By continuing to access this
document from within Australia, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a "wholesale client” and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations Act
2001, MOODY'S credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity
securities of the issuer or any form of security that is available to retail clients. it would be dangerous for retail clients to
make any investment decision based on MOODY'S credit rating. If in doubt you should contact your financial or other
professional adviser.
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Billie Richert

From: Billie Richert
Sent: Thursday, February 07, 2013 4:05 PM
i 'Rose, Kevin'
Jbject: RE: Confidential: Moody’s Draft Credit Opinion for your review

Thanks, Kevin.

From: Rose, Kevin [mailto:Kevin.Rose@moodys.com]

Sent: Thursday, February 07, 2013 4:04 PM

To: Billie Richert

Subject: FW: Confidential: Moody's Draft Credit Opinion for your review
Importance: High

Billie:

Thank you for the time you took to discuss some factual points this afternoon. 1 believe the additional file attached in
this follow up e-mail to go with the original sent earlier today captures those points. We will proceed from here to
publish the updated credit apinion. | will provide you a pdf version once it is posted to our moodys.com website.

Regards,
Kevin

Kevin Rose

“lobal Infrastructure and Finance Group
2.553.0389 tel

646.256.2741 mobile

212.298.6466 fax

kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

From: Rose, Kevin

Sent: Thursday, February 07, 2013 9:02 AM

To: Billie Richert (billie.richert@bigrivers.com)

Subject: Confidential: Moody's Draft Credit Opinion for your review
Importance: High

Dear Billie:
Attached is the draft research for your review, to give you the opportunity to draw attention to any factual errors and/or

idvertent disclosure of confidential information. However, please note that under our policies, MIS retains ultimate
<ditorial control over the form and content of all its publications. MIS will not accept other changes from an issuer that

would alter the meaning or tone of our opinions or credit rating announcements, Case No. 2012-00492
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Please note that this draft research is strictly confidential and you may not disclose it to any other person except: (i) to
your legal counsel acting in their capacity as such; (i) to your other authorized agents acting in their capacity as such; and
(iif) as required by law or regulation.

‘ould appreciate if you could revert with your comments by 2:00 P.M. today.

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax

kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, yvou are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
-ttachment thereto, in whole or in part, is strictly prohibited. If you have received

1is message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.

Case No. 2012-00492

Attachment for Response to KIUC 2-1

2 Witness: Billie J. Richert
Page 83 of 167


mailto:kevin.rose@moodvs.com
http://www.inoodvs.COm

Billie Richert

From: Rose, Kevin <Kevin.Rose@moodys.com>
“nt: Thursday, February 07, 2013 4:04 PM
: Billie Richert

wubject: FW: Confidential: Moody's Draft Credit Opinion for your review

Attachments: Big Rivers Draft Credit Opinion Feb 7 2013 to Big Rivers for review.docx.docm; Big Rivers Draft Credit Opinion Feb 7 2013
with Big Rivers factual points noted.docm

Importance: High

Billie:

Thank you for the time you took to discuss some factual points this afternoon. | believe the additional file attached in
this follow up e-mail to go with the original sent earlier today captures those points. We will proceed from here to
publish the updated credit opinion. | will provide you a pdf version once it is posted to our moodys.com website.

Regards,
Kevin

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

cody's Investors Service
; World Trade Center
250 Greenwich St.
New York, NY 10007

www.moodys.com

From: Rose, Kevin

Sent: Thursday, February 07, 2013 9:02 AM

To: Billie Richert (billie.richert@bigrivers.com)

Subject: Confidential: Moody's Draft Credit Opinion for your review
Importance: High

Dear Billie:

Attached is the draft research for your review, to give you the opportunity to draw attention to any factual errors and/or
inadvertent disclosure of confidential information. However, please note that under our policies, MIS retains ultimate
editorial confrol over the form and content of all its publications. MIS will not accept other changes from an issuer that
would alter the meaning or tone of our opinions or credit rating announcements.

Please note that this draft research is strictly confidential and you may not disclose it to any other person except: (i) to
aur fegal counsel acting in their capacity as such; (i) to your other authorized agents acting in their capacity as such; and
1) as required by law or regulation.

Would appreciate if you could revert with your comments by 2:00 P.M. today. Case No. 2012-00492
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Kevin Rose
Global Infrastructure and Finance Group
212.553.0389 tel
646.256.2741 mobile
12.298.6466 fax
svin.rose@moodys.com

Moody's Investors Service
7 World Trade Center

250 Greenwich St.

New York, NY 10007

www.moodys.com

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, 1s strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.
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Big Rivers Electric Corporation

Credit Opinion "‘is

Rating Drivers qi"'il"‘ l|. !lh

» Increased need for rate increases and dependence on off-system sales f; owmé\ P 't'l’aq\ﬁmnnmatlon notices from
two aluminum smelters !, “
» Rates subject to regulation by the Kentucky Public Service Con;ﬁﬁ }&% b
» Revenues from electricity sold under long-term wholesale pojve l}&ltracltlég ﬂﬁ;;ﬂ!&mber owners

» Ownership of generally competitive coal-fired generationflan i\]i éﬁmg vironmental compliance plan
approved by regulators; environmental cost surcharge in paeice 4 ﬂ ‘

Corporate Profile Wy,

i
Big Rivers Electric Corporation (Big Rivers) i ﬁxﬁelg 1Bige iﬁfugh and transmission cooperative (G&T)
fne 1t§i ee member system distribution cooperatives— Jackson

d Meﬁﬁ; bunty Rural Electric Cooperative Corporation. These

headquartered in Henderson, Kentucky and
Purchase Energy Corporation; Kenergy
member system cooperatives provide r ele
industrial customers in 22 Western Ke cky co ﬁ@ﬁ.,

W
Recent Events il‘lm!d
Effective February 6, 29} ' e dmﬂmgraded the senior secured rating of $83.3 million of County of Ohio,

Kentucky (the coun ’Pollut!l Control Refunding Revenue Bonds (Big Rivers Electric Corporation
Project) to Bal from an fiﬁ rating remains under review for downgrade. The rating action
primarily reﬂecf s tly mcreased financial and operating risks for Big Rivers due to the January
31,2013 apy unc ﬁg A;lcan Corporation that its subsidiary, Alcan Primary Products Corporation
(Alcan) idsne nth'hotice to terminate its power contract with BREC. This announcement came
ont glhgsls‘ éhﬁﬁ@ust 20, 2012 announcement by Century Aluminum Company that its subsidiary,
Centgry A i ﬁhg{n of Kentucky (Century) issued a 12-month notice to terminate its power contract with
Big Rﬁiprs fo 'ltS ilawesvnlle Kentucky smelter. See press release of February 6, 2013 posted to
moodys. c&i’qﬂ for further details relating to this action.

and energy to about 113,000 residential, commercial, and
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Rating Rationale
The Bal senior secured rating considers credit risk related to the fact that Big Rivers’ largest member owner,
Kenergy Corp., makes a high concentration of its sales to two aluminum smelters (Century and Al ) both of

whom face credit challenges due to the significant volatility in both metal prices and demand. In a ; ion, these
smelters have served notice of intent to terminate their respective power purchase arrangemen‘tﬁ ith Rlvers

consistent with requirements for a one-year notice period and meeting other conditions to do !
is further constrained because its rates are regulated by the KPSC, which is atypical fo B@;‘Oi‘ Blg
Rivers’ credit profile also reflects the financial benefits of several steps it took to a le other
transactions in 2008 and 2009 wherein its prior deficit net worth turned substanti f ive, c:fé ré&elpts were
utilized to reduce debt, and two committed bank credit facilities aggregating $100 hon e estelbhshed to
improve liquidity. o l‘i ““ lll h
My, Ml

Detailed Rating Considerations 4 fr {‘

;um, l‘{“ W
High Smelter Load Concentration; Credit Challenge Tied to é! tlclp Smelter Load

Under historical operating conditions, the two smelters served en consuming approximately 7
million MWh of energy annually, representing a substanu& fbad% ceﬁ at1 rlsk (e.g. about two-thirds of member
energy load and close to 60% of member revenues for ver his risk is a significant constraint to
Big Rivers’ rating, making its financial and operatmg i k ﬁk umql}é!compared to peers. This risk was
magnified in August 2012 and most recently in Jan‘iﬁ each of the two smelters (Century and Alcan),
gave notice to terminate the power purchase contr gct ‘Bg gzx 5. Under the terms of the contract, termination
of the contract requires the terminating party Q Rivers of their decision twelve months prior to the
planned termination date. During the tw Ye onth pehic ;;ach of the terminating parties (Century and Alcan, in
this case) must continue to make paymgiits to Rivergjover the 12 month period. Under the Century contract, the
12 month period ends in August 2013 wWjile the lﬁmg f period ends in January 2014 under the Alcan contract.
Although Century and Alcan are requiredjg pay byse energy charges as defined in their respective agreements with
Big Rivers) for power (482 and 368 1gBpectively, at 98% capacity factor) during the 12-month notice
periods, neither one is req‘\#f ato conlimiue operating their smelter plants.

Following this develof} ent Blg Iers is evaluating a number of options to mitigate the substantial loss in smelter
load. While chall nges fdr the chipperative to implement some of the mitigation strategies, the near completion

of several of Blg if@ ple transmission capacity upgrade projects undertaken in recent years will enhance
Big Rivers’ S F Jec ic output in the wholesale market. To that end, Big Rivers became a transmission
owning m F Wast Independent Transmission System Operator (MISO) in December 2010. Asa
result Blg ! anced its reliability and transmission capability helping to ensure compliance with
l% ilh;(g rve requirements established by regulators. Also, these steps along with legislation that
pe sale -members provide additional flexibility for Big Rivers to move excess power off system

follow te: atlon notices from Century and Alcan.

Improved ]&lﬂance Sheet 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 other long-term transactions previously involving E.ON U.S. LLC and Western
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Kentucky Energy Corp. At the same time, Big Rivers terminated other agreements and entered into various new
arrangements whereby it has been selling to Kenergy 850 MW in aggregate for resale to the two aluminum smelters.
This arrangement represents a concentration of load risk for Big Rivers, which is now exacerbated.,le the contract
termination notices served by the two aluminum smelters. Still, there were key credit positives resu g from
consummation of all the unwind transactions as follows: elimination of Big Rivers’ deficit neﬂ}gwph Alieqmty of
$379.4 million at December 31, 2009, which increased to $389.8 million as of December

negative $155 million at 12/3 1/2008 and partial utilization of the $505.4 million in ca

E.ON to repay about $140.2 million of debt owed to the Rural Utilities Service (R s@ld to ab h $252 9
million of reserves. The reserves were comprised of: a $157 million Economic Rq? bironmental
and fuel cost increases; a $35 million Transition Reserve to mitigate potentlal costs 'ib‘{the srh ters tcide to
terminate their agreements or otherwise curtail their load due to reduced al rh l‘lCtIO i;and a $60.9 million
Rural Economic Reserve, which would be used over two years to provxdﬂ lLadlt stomers upon full
utilization of the Economic Reserve. 4

om

l
m;, ‘lx ” ‘i;,

Under a contract times interest earned ratio (TIER) arrangement iét is Rivers targets a minimum

TIER of 1.24 times, which is above the level required under 1ts' coveénants. Under current market

conditions and given contract termination notices from th % lters, Big Rivers has filed for rate
target should the contracts with

relief as it anticipates that the TIER will otherwise drop be Q ttﬁ,l
Century and Alcan be terminated.

Coal-Fired Plants Represent Valuable Asse? 511 l 'J %&y ‘lhental Costs Loom
Big Rivers owns generating capacity of aboui 441 W) in four substantially coal-fired plants. Total
power capacity is about 1,824 MW, incl flgh botiy,202 MW of coal-fired capacity from Henderson
Municipal Power and Light (HMP&L) ation nﬁ/o anciibbout 178 MW of contracted hydro capacity from
Southeastern Power Administration. Thg econo quﬁ ower produced from these sources enables Big Rivers to
maintain a reasonable competitive advantage m th ,Southeast and even more so when compared to other regions
around the country. The congistently hlgh cg factors and efficient operations of the assets results in average
system wholesale rates to h@bers ar ;md 4.7 cents per kWh (including the beneficial effects of the member rate
stability mechanism). f} COIE Fres o the average wholesale rate of 4.4 cents per kWh to serve the two smelter
loads in 2011. }T ) ‘it
}

Because Big Rlvé ig ubs{!ﬁmally dependent on coal-fired generation, it faces uncertainty with regard to future
envnronmeni.ixalll re E) §1 lgdmg the final form and substance those will take, the timing for implementation,
and the a Te #@e} 3ts to comply. We note that the Economic Reserve should help mitigate some of the
need for in gq ses to cover future compliance costs.

ﬂ“l]“ f "lh
Reél( ory slé XlStS, However, Offsets Are Present
Big R1 aﬁs is ec’t to regulation for rate setting purposes by the KPSC, which is atypical for the sector and can
pose chal 1n 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. Big Rivers received
KPSC approval for a $26.7 million (6.17%) base rate increase effective November 17, 2011. We consider this a
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reasonably good outcome versus the approximate $30 million rate increase that was requested. The net effects of
various appeals in this case decision resulted in the Kentucky PSC largely reaffirming its decision in January 2013;
importantly, some corrections to calculations resulted in an approximately $1 million increase to tb{a previously
approved revenue amount. The rate increase is intended to bolster wholesale margins, address i mcr Aged
depreciation costs, administrative costs tied to joining the MISO, and maintenance costs inc ﬁﬁ@ eneration
plant outages. (l‘ ii;}l N ‘lu]w
\ Uy

Following this rate case outcome, Big Rivers filed a rate case with the KPSC on J !l;d('% lﬁl@ 3, kmé approval

st S\

for a $74.5 million rate increase. While the substantial majority of this sizable reqP e to hg\é) iding load loss
when Century’s notice period expires, additional amounts would make up for ecl E; gg& I off system

sales and other cost pressures. The actual percentage rate impact would v 'éug, 0! and we note the
availability of funds in the economic and rural economic reserve account a o offset the significant
impact for the non-smelter customer classes. Since filing its rate case m ve ! has responded to
additional data requests from the KPSC and is requesting that new e effec e August 20, 2013, Ifthe
case is not decided by then, Big Rivers would be permitted under‘ﬁgi sta ses Wy iggBlement the rate increase,
subject to refund, pending a final KPSC decision in the rate caéé ﬁk{gn the

?ge contract termination notice from

Rio Tinto, we expect that Big Rivers will file another rate ﬁ e la lthl r rate increases to take effect by

J 31,2014. { by, l
g
1

Wholesale Power Contracts Support Big Rlvers?( @‘Pro iﬁ

The revenues derived under Big Rivers’ long- Qgéy tratts with its members for sales to non-smelter
customers will continue as the contracts wer m}d n alidfitional 20 years to December 31, 2043 when the
unwind of transactions were completed i Fro tprlcal perspective, the relatively low cost power
provided under the contracts mitigated {hie cre 1sk t would typically stem from member disenchantment.
However, going forward the pending ratg case fil &aﬂ nary and another case likely to follow raise the specter for
member unrest as the level of requested eases qu1te substantial in the January filing alone. The currently
overall sound member proﬁl .ig,elps prov1de e of assurance of this revenue stream, which is integral to
servicing Big Rivers’ deb !

! l‘l

Liquidity

B1g Rivers supp le ents iémallykgenerated funds with $100 million of unsecured committed revolver capacity,
with National Ruf ht1 ooperatlve Finance Corporation NRUCFC) and CoBank providing $50 million each.
The NRU(‘FR 'ties expire on July 16, 2014 and July 27, 2017, respectively. The $50 million
NRUCFG{ il ypr 1ssuance of up to $10 million of letters of credit. As of September 30, 2012 Big

Rivers had $1 13 million of cash and temporary investments and it had about $45 million of unused
capy a!v 11 m’l«igr; e NRUCFC facility. The CoBank facility has a condition that precludes use of the facility

whe! ; ermm &;Ptlce is provided, so Big Rivers plans to address this through negotiation of an amendment to re-
estabhék\ cc ‘ _ Some of the cash on hand will be used to repay the impending $58.8 million tax-exempt debt
maturity b, gn e 1,2013. We anticipate that Big Rivers will internally fund its maintenance capex and
managemedl dlcates that there may be some flexibility in that budget; however, we understand that the cooperative

is arranging funding for environmental related capex, which is currently estimated to be about $60 million during
2013-2014. Beyond the June 2013 maturity, long-term debt maturities are very modest amortizations of existing
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debt around $21 million to be paid in quarterly installments.

The quality of the alternate liquidity provided by the bank revolvers benefits from the multl-year t ors and the
absence of any onerous financial covenants, which largely mirror the financial covenants in existing! tiebt
documents. Big Rivers is in compliance with those covenants. Additionally, the NRUCFC fal %ik be ts from no

ongoing material adverse change (MAC) clause; however, the CoBank facility is consxdeg érl ua ’ﬂ
because of the ongoing nature of its MAC clause related to each drawdown and as no

unavailable given the contract termination notices served. There are no apphcable % tr1g the
facilities that could cause acceleration or puts of obligations; however, a ratings bg {0

hes We
understand that Big Rivers will pursue steps to amend and extend existing bank cr fac ?s to giore up liquidity
as it copes with credit challenges going forward. ! 'lu“ l‘
!’;) ll N“ %
¢

W,
i'"‘i il
ﬂm“ ‘i(!!i *h)
As part of the unwinding of various transactions completed in 204 Blg € §l§ ted the previously existing
RUS mortgage with a new senior secured indenture. Under ign %}ﬁn h‘g seniofjsectired indenture RUS and all senior

-

Structural Considerations

secured debt holders are on equal footing in terms of prio d lieh on assets. The current senior secured

indenture provides Big Rivers with the flexibility to acci bh ts without first obtaining a case

specific RUS lien accommodation, while retaining the r gkﬁc t&lf g‘uest liproval from the RUS for additional direct

borrowings under the RUS loan program, if they c ixg] l; iven persistent questions about the availability of
l

funds un.der the federally sul.)sidizgc.i RUS lo l?ﬁ?l%r il‘%‘#iﬁ the added flexibility of the current senior
secured indenture to be credit positive. Wy N
b

Rating Outlook q "" “ J,
LT

The rating is under review for downgradc!l we assess the financial and operating effects and what mitigating
strategies Big Rivers will puriye fol]owmg éb;gti‘q@ termination notices from the two aluminum smelters.

What Could Change { pllat g U&)

In light of the rati revi fé’r possﬁé Je downgrade and the uncertainty at Big Rivers that persists following the
announcements b f L d Rio Tinto, the rating is not likely to be upgraded or stabilized in the near term.

W

é‘l‘?ﬁqg rgf%ﬁ% mabj’to cause us to further lower Big Rivers’ rating including our assessment of the likelihood
of siigcess ni p Wentmg the numerous mitigation strategies on the drawing board. Of pamcular interest to the
rating reyjew 1§ithe degree to which Big Rivers’ future financial results will depend upon the margins from the
unregulati Ql‘ lesale power market through both short-term and long-term off-system sales as well as our
assessment Of the cooperative’s ability to secure needed rate increases from the non-smelter member load. The
rating could also be negatively affected should efforts to shore up external liquidity sources fail to meet our
understanding of Big Rivers’ near-term objectives. Further, downward rating pressure could occur should
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environmental capital requirements increase substantiaily particularly with the lack of a clear regulatory mechanism
in place.

Other Considerations

4 4

Mapping To Moody’s U.S. Electric Generation & Transmission Cooperatives Ratinglli\’le‘tl\;%?&‘? !:lu"lﬂ)

» 4 W
Big Rivers’ mapping under Moody’s U.S. Electric Generation & Transmission Cooj "ve n‘a‘&'m? ﬂf{%‘hodglogy is
based on historical data through December 31, 2011. The Indicated Rating for Big,Kive L?l enioﬁtgo  obligations
under the Methodology is currently A2 and relies on the aforementioned historical Fntita%ﬁy datd’and qualitative
assessments. The Indicated Rating under the Methodology largely reflects be i‘lsﬁ(‘)r?ﬁ‘for thdlfactors relating to
dependence on purchased power and financial metrics such as equity asg érceﬂ@aﬁelﬁﬁéégitalizaﬁon, FFO to debt
and FFO to interest, all of which improved upon completion of the unwi bltr sactiqns in 2009. Notwithstanding
the current A2 Indicated Rating for Big Rivers under the Methodo gw‘p}t‘s agllal senichsecured rating of Bal
reflects the unique risks relating to Big Rivers’ load concentratio| 2 the sh‘; 1 ﬁlﬁ% smelter termination notices
and the fact receipt of the notices will not impact cash flow unt‘ﬁl;r?ugp‘st 203j ’( é tury) and until January 2014

» l
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Big Rivers Electric Corporation

Credit Opinion At

. i
“hl, ‘l‘h 11)
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Rating Drivers '“‘lh .ll
» Increased need for rate increases and dependence on off-system sales @3 owmé\qgn‘t‘ﬁﬂﬁﬁmmaﬂon notices from
two aluminum smelters

» Rates subject to regulation by the Kentucky Public Service Congfﬂs’s‘?n@ ‘

» Revenues from electricity sold under long-term wholesale pqwe ¢9ntrac w1t}tff,ember owners
» Ownership of generally competitive coal-fired generatlo pian S f mg }}mronmental compliance plan
approved by regulators; environmental cost surcharge i in ;4 i“ ‘ii

i W,
Corporate Profile ‘i(l.
Big Rivers Electric Corporation (Big Rivers) i ﬁ el 1@ atn’dn and transmission cooperative (G&T)
headquartered in Henderson, Kentucky and ree émber system distribution cooperatives— Jackson
Purchase Energy Corporation; Kenerg nd e Chunty Rural Electric Cooperative Corporation. These
member system cooperatlves provide rgtai ele&{hm and energy to about 113,000 residential, commercial, and
industrial customers in 22 Western Ken t.lcky cou

Recent Events ll( ‘
Effective February 6, 2 ﬁ! e do graded the senior secured rating of $83.3 million of County of Ohio,

Kentucky (the count Pollu 1@ Control Refunding Revenue Bonds (Big Rivers Electric Corporation
Project) to Bal from a?.‘gmd i i@‘ratmg remains under review for downgrade. The rating action
primarily reﬂec ls & tly increased financial and operating risks for Big Rivers due to the January
31,2013 in fl}? l;’(§1can Corporation that its subsidiary, Alcan Primary Products Corporation
(Alcan) 1 eé 12-&*¥onth‘notxce to terminate its power contract with BREC. This announcement came
on thgheglsty iﬁ\i u.gust 20, 2012 announcement by Century Aluminum Company that its subsidiary,
Cel t\fjry AR r\l‘m of Kentucky (Century) issued a 12-month notice to terminate its power contract with
Big Ri rs fontits hawesvﬂle, Kentucky smelter. See press release of February 6, 2013 posted to
moodys. c&m or further details relating to this action.
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Rating Rationale
The Bal senior secured rating considers credit risk related to the fact that Big Rivers’ largest member owner,
Kenergy Corp., makes a high concentration of its sales to two aluminum smelters (Century and Algan), both of
whom face credit challenges due to the significant volatility in both metal prices and demand. In a‘?ia ition, these
smelters have served notice of intent to terminate their respective power purchase arrangementiwg‘sh i Rivers,
consistent with requirements for a one-year notice period and meeting other conditions tQ‘dO so.‘i 'gil’livéi{ fﬁﬁng
is further constrained because its rates are regulated by the KPSC, which is atypical fo hei(i&T & i) éé;:{p;. Big
Rivers’ credit profile also reflects the financial benefits of several steps it took to unwipd a 165& axg other
transactions in 2008 and 2009 wherein its prior deficit net worth turned substantiailg pos’itive, cash rebeipts were
utilized to reduce debt, and two committed bank credit facilities aggregating $100 'ﬂion \Ms{e estgblished to
improve liquidity. ;’)‘ {:"*l".‘i W
h, Ny

Detailed Rating Considerations qzu p “l“ ‘h‘

jig,, Y4 v
High Smelter Load Concentration; Credit Challenge Tied to A! ticip‘zﬂg L\ﬁz\ i@f Smelter Load
Under historical operating conditions, the two smelters served 'By‘ hergy haye s@en consuming approximately 7
million MWh of energy annually, representing a substantiil ﬁéad (%pceht{ati risk (e.g. about two-thirds of member
energy load and close to 60% of member revenues for fiig %{'ve in 291 m his risk is a significant constraint to
Big Rivers’ rating, making its financial and operating 11 lq%roﬁ uniqu‘:%compared to peers. This risk was
magnified in August 2012 and most recently in Janl( ERY QQ each of the two smelters (Century and Alcan),
gave notice to terminate the power purchase c m%ct v %HBi é?vegas Under the terms of the contract, termination
of the contract requires the terminating party §p gi é{qo izﬁ to é Rivers of their decision twelve months prior to the
planned termination date. During the twi h_e onth pé?{‘ ,i@ach of the terminating parties (Century and Alcan, in
this case) must continue to make payméiits to Big Rivergjover the 12 month period. Under the Century contract, the
12 month period ends in August 2013 while the ﬁltgm peried ends in January 2014 under the Alcan contract.
Although Century and Alcan are required ¥y pay bpse energy charges as defined in their respective agreements with
Big Rivers) for power (482 Mii and 368 afghpectively, at 98% capacity factor) during the 12-month notice
periods, neither one is reqtﬂ'é gi‘to cor\xﬁgue operating their smelter plants.

) i
Following this develop ,ent, Big‘ ki ers is evaluating a number of options to mitigate the substantial loss in smelter
load. While challgnges ?ﬁjﬁ)r the Xé,operative to implement some of the mitigation strategies, the near completion
of several of Big 1y !/@is’ nl‘iple transmission capacity upgrade projects undertaken in recent years will enhance
Big Rivers’ lgih’ty sl ecﬁ{i;: output in the wholesale market. To that end, Big Rivers became a transmission
owning mggn &hiof % Wast Independent Transmission System Operator (MISO) in December 2010. Asa
result, Big {le ¢ has anced its reliability and transmission capability helping to ensure compliance with
mapddiditemel ‘fnc&lz drve requirements established by regulators. Also, these steps along with legislation that
pe "s salgsr;krf ;members provide additional flexibility for Big Rivers to move excess power off system
followfﬁ termimation notices from Century and Alcan
o

Improved Q&‘ ance Sheet 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 other long-term transactions previously involving EON U.S. LLC and Western
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Kentucky Energy Corp. At the same time, Big Rivers terminated other agreements and entered into various new
arrangements whereby it has been selling to Kenergy 850 MW in aggregate for resale to the two aluminum smelters
This arrangement represents a concentration of load risk for Big Rivers, which is now exacerbated:}?l the contract
termination notices served by the two aluminum smelters. Still, there were key credit positives res {l g from
consummation of all the unwind transactions as follows: ehmmatxon of Big Rivers’ deficit net equity of
$379.4 million at December 31, 2009, which increased to $389.8 million as of December 31 b’q bl f
negative $155 million at 12/31/2008, and partial utilization of the $505.4 million in ca; (za& Eﬁ;
E.ON to repay about $140.2 million of debt owed to the Rural Utilities Service (RU?D g ab h $252 9
million of reserves. The reserves were comprised of: a $157 million Economic f'“ 1ronmental
and fuel cost increases; a $35 million Transition Reserve to mitigate potentlal cos !f the sn% ters Becide to
terminate their agreements or otherwise curtail their load due to reduced al iim r ctionttand a $60.9 million
Rural Economic Reserve, which would be used over two years to provndﬁi‘)i'edlt r stomers upon full
utilization of the Economic Reserve.

piy il P ‘*)

Under a contract times interest earned ratio (TIER) arrangement \SJ% h the }é Rivers targets a minimum
TIER of 1.24 times, which is above the level required under xts‘ Q al co " Under current market
conditions and given contract termination notices from th ‘.Iﬁnl ters Bxg Rivers has filed for rate
relief as it anticipates that the TIER will otherwise dropi be b‘w th tu’riérg target should the contracts with

Century and Alcan be terminated.

l
Coal-Fired Plants Represent Valuable Asse? eli s‘iiqgw&?r&e)ntal Costs Loom
Big Rivers owns generating capacity of abo in four substantially coal-fired plants. Total
power capacity is about 1,824 MW, mcl ghts bo 202197 MW of coal-fired capacity from Henderson
Municipal Power and Light (HMP&L)(%Katmn 0 anﬂgbout 178 MW of contracted hydro capacity from
Southeastern Power Administration. Thg econo fﬁs;q ower produced from these sources enables Big Rivers to
maintain a reasonable competitive advan ige in thg Southeast and even more so when compared to other regions
around the country. The consistently high é?ibgc; factors and efficient operations of the assets results in average
system wholesale rates to %}ers ar p,nd 4.7 cents per kWh (including the beneficial effects of the member rate
stability mechanism). ;1;1 co p{zres‘ o the average wholesale rate of 4.4 cents per kWh to serve the two smelter
loads in 2011. <-E 1‘
" b,

Because Big R1v ubs! tlally dependent on coal-fired generation, it faces uncertainty with regard to future
environmen reg tl kqdmg the final form and substance those will take, the timing for implementation,
and the a ﬁ\%ﬁa Yis to comply. We note that the Economic Reserve should help mitigate some of the
need for mx { I ?ses to cover future compliance costs.

y
Re l!l! tory sﬂlg ists; However, Offsets Are Present
Big RiVigrs is s Ject to regulation for rate setting purposes by the KPSC, which is atypical for the sector and can
pose chal‘ in getting timely rate relief if and when needed. We view the existence of certain fuel and
purchased ptwer 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. Big Rivers received
KPSC approval for a $26.7 million (6.17%) base rate increase effective November 17,2011. We consider this a
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reasonably good outcome versus the approximate $30 million rate increase that was requested. The net effects of
various appeals in this case decision resulted in the Kentucky PSC largely reaffirming its decision in January 2013;
importantly, some corrections to calculations resulted in an approximately $1 million increase to tlgf prevmusly
approved revenue amount. The rate increase is intended to bolster wholesale margins, address incr
depreciation costs, administrative costs tied to joining the MISO, and maintenance costs mcur{'iﬁ:k ‘iurljg eneranon
plant outages. { ‘ll

h ‘ l|

Following this rate case outcome, Big Rivers filed a rate case with the KPSC on Jari{ '%ekmg approval
for a $74.5 million rate increase. While the substantial majority of this sizable reqyl 5t is e to hding load loss
when Century’s notice period expires, additional amounts would make up for dech i mal g S frgh off system
sales and other cost pressures. The actual percentage rate impact would va & g c]a and we note the
availability of funds in the economic and rural economic reserve accouan xElat caﬂ beltddito offset the significant
impact for the non-smelter customer classes through credits to the fuel a use a d the environmental

urcharge Since filing its rate case in January, Big Rivers has respgi 3 t \ dmon \data requests from the KPSC
and is requesting that new rates become effective August 20, 201£{iJ If the kas ig ﬂdemded by then, Big Rivers
would be permitted under state statutes to implement the rate iy ea’sﬁ subje to refund, pending a final KPSC
decision in the rate case. Given the recent contract termm o Tinto, we expect that Big Rivers
will file another rate case later this year for rate mcrease‘s aker,fﬁbﬁby‘.{ uary 31, 2014,

Wholesale Power Contracts Support Big Rlversi dl Lﬁj
The revenues derived under Big Rivers’ long- ‘L‘ﬁq tracts with its members for sales to non-smelter

customers will continue as the contracts wer xte monal 20 years to December 31, 2043 when the
unwind of transactions were completed i in, ro h’§§grlcal perspective, the relatively low cost power
provided under the contracts mmgated e cre 2 isk th would typically stem from member disenchantment.
However, we believe g Qleg@r_w_ar_dm ending rdfpegse _ﬁl_ec_l in January and another case likely to follow raise the __
specter for member unrest as the level o ueste mcreases is quite substantial in the January filing alone. The
currently overall sound mem Fr profile hel e a degree of assurance of this revenue stream, which is integral

to servicing Big Rivers’ dﬁ:&

PN
Liquidity ‘ ‘i
Big Rivers suppl(@ents i‘tigpiemally;!generated funds with $100 million of unsecured committed revolver capacity,
iti

Y

with National Rurgitijtilitichy ooperatnvc Finance Corporation (NRUCFC) and CoBank providing $50 million each.
The NRUC‘ and dnk f &umes expire on July 16, 2014 and July 27, 2017, respectively. The $50 million
NRUCFCgdcr 1 pr s ‘s issuance of up to $10 million of letters of credit. As of September 30, 2012 Big
Rivers had dp $113 million of cash and temporary investments and it had about $45 million of unused
cap, é '&vgllg uﬁ!i’qx; e NRUCFC facility._The NRUCFC facility has a condition that precludes use of the

faciiily u ation of a contract with either of the smelters, so Big Rivers is negotiating amendment and
faclht ahead of Aupust 20, 2013, to ensure it maintains access to the facility. The CoBank facility
at precludes use of the facility when termination notice is provided, so Big Rivers plans to address
this through Yegotiation of an amendment to re-establish access, Some of the cash on hand will be used to repay the
impending $58.8 million tax-exempt debt maturity due June 1, 2013. We anticipate that Big Rivers will internally
fund its maintenance capex and management indicates that there may be some flexibility in that budget; however,
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we understand that the cooperative is arranging funding for environmental related capex, which is currently
estimated to be about $60 million during 2013-2014. Beyond the June 2013 maturity, long-term debt maturities are
very modest amortizations of existing debt around $21 million to be paid in quarterly installments. “

The quality of the alternate liquidity provided by the bank revolvers benefits from the mulh-y enorh d the
absence of any onerous financial covenants, which largely mirror the financial covenants bt l ﬂ -
documents. Big Rivers is in compliance with those covenants. Additionally, the NRU Z'rom no
ongoing material adverse change (MAC) clause; however, the CoBank facility is co red es quahty
because of the ongoing nature of its MAC clause related to each drawdown and ag ove :3 itntly
unavailable given the contract termination notices served. There are no applxcab}eg’q;(ng fripgers m‘ any of the
facilities that could cause acceleration or puts of obligations; however, a ratin iﬁag ing brid applies. We
understand that Big Rivers will pursue steps to amend and extend existlrl%] ank }t‘fagﬂ ties to shore up liquidity
as it copes with credit challenges going forward. \‘

"l:i“

!;‘ ‘\ \"5‘

il’
As part of the unwinding of various transactions completeﬁﬂx ZOB ﬁ gﬁs replaced the previously existing
RUS mortgage with a new senior secured indenture. Upd e senidf secured indenture RUS and all senior
secured debt holders are on equal footing in terms of pr ﬁ aim ahd lien on assets. The current senior secured
indenture provides Big Rivers with the flexibility téld@gfs ebt markets without first obtaining a case
specific RUS lien accommodation, while retaxgxﬂ th g 3 qu bt approval from the RUS for additional direct
borrowings under the RUS loan program, if t ‘g’ }Given persistent questions about the aval]abllny of
funds under the federally subsidized RUf .prograr\“ éponmder the added flexibility of the current senior
)

Stractural Considerations ‘

secured indenture to be credit positive. ( ‘
LY

ll, {,

The rating is under rev1ew owngr e as we assess the financial and operating effects and what mitigating
strategies Big Rivers wtl;h urs foll ng contract termination notices from the two aluminum smelters.

Rating Outlook

What Could C‘lu‘ ge t q‘l'!zihng—

In light of th atmé fh t!(}xipossxble downgrade and the uncertainty at Big Rivers that persists following the
announceré 'éﬁd Rio Tinto, the rating is not likely to be upgraded or stabilized in the near term.

Whﬂf%ﬁ[il éhﬂl!! Rating - Down

Severa.ﬂf cto re xke]y to cause us to further lower Big Rivers’ rating including our assessment of the likelihood
of succesdi lementing the numerous mitigation strategies on the drawing board. Of particular interest to the
rating revie ‘3’ s the degree to which Big Rivers’ future financial results will depend upon the margins from the
unregulated wholesale power market through both short-term and long-term off-system sales as well as our
assessment of the cooperative’s ability to secure needed rate increases from the non-smelter member load. The
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rating could also be negatively affected should efforts to shore up external liquidity sources fail to meet our
understanding of Big Rivers’ near-term objectives. Further, downward rating pressure could occur should
environmental capital requirements increase substantially particularly with the lack of a clear reguletory mechanism
in place.

th
Other Considerations l "lg ‘l* ;i’
iy
Mapping To Moody’s U.S. Electric Generation & Transmission Cooperatives w tao(“i y

Big Rivers’ mapping under Moody’s U.S. Electric Generation & Transmission Coo;! tlvé'ﬁq ing f\’fethodology is
based on historical data through December 31, 2011. The Indicated Rating ot ig \’ ggﬁse fyr most obligations

under the Methodology is currently A2 and relies on the aforementnoned tOI‘lC i t’ve data and qualitative
assessments. The Indicated Rating under the Methodology largely rcﬂe E g& s of the factors relating to
dependence on purchased power and financial metrics such as equ ntage f'capxtahzatlon FFO to debt

and FFO to interest, all of which improved upon completion of th nWl ﬁns in 2009. Notwithstanding
the current A2 Indicated Rating for Big Rivers under the Meth lo@y its actyal é?mor secured rating of Bal
reflects the unique risks relating to Big Rivers’ load concg tlo thé[ mejters, the smelter termination notices
and the fact receipt of the notices will not impact cash t}o lqiml ﬁ‘ ih‘? (Century) and until January 2014
(Alcan).

““l: ‘l

([m"u “n ""th,
’lln

\ \ ";
{lk lll“lulh
iit ’
P agged

("™ ;" "‘!u b

Y
W

© 2013 Moody’s Investors Service, Inc. and/or its licensors and affiliates (collectively, “MOODY'S™) All rights reserved

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. (“MIS”) AND ITS AFFILIATES ARE MOODY'S
CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR
DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S
PUBLICATIONS”) MAY INCLUDE MOODY’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES,
CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN
ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED
FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY'S .
OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT
RATINGS AND MOODY'S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND
CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE,
SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY’S PUBLICATIONS COMMENT ON
THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND
PUBLISHES MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL
MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE,
HOLDING, OR SALE.

Case No. 2012-00492

Attachment for Response to KIUC 2-1

Witness: Billie J. Richert
Page 97 of 167



Billie Richert

From: Rose, Kevin <Kevin.Rose@moodys.com>
ot Thursday, February 07, 2013 3:58 PM
, Billie Richert
—dbject: Credit Opinion
Billie:

I have been trying to reach you by phone but keep getting put into voice mail. Can you please call because | need to
proceed with publishing. THANKS!

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.
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Billie Richert

From: Rose, Kevin <Kevin.Rose@moodys.com>
Sent: Thursday, February 07, 2013 8:02 AM
: Billie Richert
abject: Confidential: Moody's Draft Credit Opinion for your review
Attachments: Big Rivers Draft Credit Opinion Feb 7 2013 to Big Rivers for review.docx.docm
Importance: High
Dear Billie:

Attached is the draft research for your review, to give you the opportunity to draw attention to any factual errors and/or
inadvertent disclosure of confidential information. However, please note that under our policies, MIS retains ultimate
editorial control over the form and content of all its publications. MIS will not accept other changes from an issuer that
would alter the meaning or tone of our opinions or credit rating announcements.

Please note that this draft research is strictly confidential and you may not disclose it to any other person except: (i) to
your legal counsel acting in their capacity as such; (i) to your other authorized agents acting in their capacity as such; and
(iii) as required by law or regulation.

Would appreciate if you could revert with your comments by 2:00 P.M. today.

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

sody's Investors Service
7 World Trade Center
250 Greenwich St.
New York, NY 10007

www.moodys.com

The information contained in this e—~mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.
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Big Rivers Electric Corporation

Credit Opinion

Rating Drivers

y iln h‘ "W,

» Increased need for rate increases and dependence on off-system sales :fﬁ‘mowm k;gn‘t‘l‘féglqﬁgmmatlon notices from
two aluminum smelters

» Rates subject to regulation by the Kentucky Public Service Cory éﬁfé@i({(@ C)

» Revenues from electricity sold under long-term wholesale paw ntrac 16&;;*1‘ mber owners

» Ownership of generally competitive coal-fired generatio glan S ipu ngg %ﬁwronmental compliance plan
approved by regulators; environmental cost surcharge in p‘L é:e } a

Corporate Profile

Big Rivers Electric Corporation (Big Rivers) i el é 13@@&%&&1 and transmission cooperative (G&T)

headquartered in Henderson, Kentucky and o, 1t 3 Ember system distribution cooperatives— Jackson
g and Me‘:i le tqunty Rural Electric Cooperative Corporation. These

Purchase Energy Corporation; Kenergy qrp
member system cooperatives provide r le{i ic pOWﬁ{ and energy to about 113,000 residential, commercial, and
industrial customers in 22 Western Kentyicky coutitiggs

¢
Recent Events jp iiiiimﬂi;
Effective February 6, ZQ lﬁ{we doy graded the senior secured rating of $83.3 million of County of Ohio,

Kentucky (the coun Pollutzitpp Control Refunding Revenue Bonds (Big Rivers Electric Corporation
Project) to Bal from 7;§1nd Hg‘ rating remains under review for downgrade. The rating action
primarily reﬂec{ ls @ tly mcreased financial and operating risks for Big Rivers due to the January
31, 2013 unc m ‘1;3 Alcan Corporation that its subsidiary, Alcan Primary Products Corporation
(Alcan) 14 ih nth“notxce to terminate its power contract with BREC. This announcement came
on tl};zﬂlnggls 6{‘ @tﬁ‘ gust 20, 2012 announcement by Century Aluminum Company that its subsidiary,

of Kentucky (Century) issued a 12-month notice to terminate its power contract with
B1g Rl\icirs f *lts hawesvﬂle Kentucky smelter. See press release of February 6, 2013 posted to
moodys.c&x;é or further details relating to this action.
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Rating Rationale
The Bal senior secured rating considers credit risk related to the fact that Big Rivers’ largest member owner,
Kenergy Corp., makes a high concentration of its sales to two aluminum smelters (Century and Algan), both of
whom face credit challenges due to the significant volatility in both metal prices and demand. In a ﬁi ion, these
smelters have served notice of intent to terminate their respective power purchase arrangeme ith iRivers,
consistent with requirements for a one-year notice period and meeting other conditions to do so.i{ iy 'véhs" gﬁﬁng
is further constrained because its rates are regulated by the KPSC, which is atypical fo ﬁhe’i@&T mr ?ae;gm{ Big
Rivers’ credit profile also reflects the financial benefits of several steps it took to un g ale ‘asa  other
transactions in 2008 and 2009 wherein its prior deficit net worth turned substantiaé% po i

ive, c nrééeipts were
utilized to reduce debt, and two committed bank credit facilities aggregating $100 mijllion \'&"éﬁe established to
improve liquidity.

Hy,, 4
‘ﬁ) Q%;:Hl{;é‘i
} {

‘*’m;
\
g
[y, gi*lﬁ Al

High Smelter Load Concentration; Credit Challenge Tied to Agxticipa ’pss@‘f Smelter Load
Under historical operating conditions, the two smelters served ‘B;yqK ‘ﬁrgy hdye BEen consuming approximately 7
million MWh of energy annually, representing a substanti&}ﬁbad é@&c ﬁﬁti ; risk (e.g. about two-thirds of member
energy load and close to 60% of member revenues for ]?ig R%fver ;in ZQI \This risk is a significant constraint to
Big Rivers’ rating, making its financial and operating nék réﬁ g uniq\}&compared to peers. This risk was
magnified in August 2012 and most recently in Janf f(ﬁi@ whgn each of the two smelters (Century and Alcan),
gave notice to terminate the power purchase ci%m@ct %B*Biégi'géﬁs. Under the terms of the contract, termination

gi

|

Detailed Rating Considerations {

of the contract requires the terminating party‘ Q{r%o 4 ito } Rivers of their decision twelve months prior to the
planned termination date. During the twelye'ionth pél;gc; }Qach of the terminating parties (Century and Alcan, in
His to Hg Riverglover the 12 month period. Under the Century contract, the
hile the lﬁlmgp; period ends in January 2014 under the Alcan contract.
Although Century and Alcan are require may base energy charges as defined in their respective agreements with
Big Rivers) for power (482 and 368 MWpiehpectively, at 98% capacity factor) during the 12-month notice
periods, neither one is re(}fli‘ g it;: con‘?gmue operating their smelter plants.
Following this develotiihent, Big iipl ers is evaluating a number of options to mitigate the substantial loss in smelter
load. While challgnges Rg fbr the Xboperative to implement some of the mitigation strategies, the near completion
of several of Big § i&@{f’ n:?

this case) must continue to make paym
12 month period ends in August 2013

tiple transmission capacity upgrade projects undertaken in recent years will enhance

Big Rivers’ ; I?'Iity %séﬁ ﬁjec‘éﬂ;gz output in the wholesale market. To that end, Big Rivers became a transmission

owning mg} i’ﬁ ft % st Independent Transmission System Operator (MISO) in December 2010. Asa

result, Big "A\{e g?s é’ anced its reliability and transmission capability helping to ensure compliance with

mapd %éﬁiagge\'éfmc?h@ rve requirements established by regulators. Also, these steps along with legislation that

pe 'tis saleSo ndn-members provide additional flexibility for Big Rivers to move excess power off system
ternighation notices from Century and Alcan.

follow

|
Improved ll%teﬂance Sheet Following Completion Of Unwind Of Historical Transactions In 2009
In 2008, Big Rivers bought out fwo leveraged lease transactions and in 2009 completed a series of other steps to
terminate another lease and other long-term transactions previously involving E.ON U.S. LLC and Western
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Kentucky Energy Corp. At the same time, Big Rivers terminated other agreements and entered into various new

arrangements whereby it has been selling to Kenergy 850 MW in aggregate for resale to the two aluminum smelters.

This arrangement represents a concentration of load risk for Big Rivers, which is now exacerbated| ?1), the contract
ult

termination notices served by the two aluminum smelters. Still, there were key credit positives res g from
consummation of all the unwind transactions as follows: elimination of Big Rivers’ deficit net %@{t i{i\{equrty of
$379.4 million at December 31, 2009, which increased to $389.8 million as of December 1,2 Q‘

negative $155 million at 12/31/2008, and partial utilization of the $505.4 million in cas ﬁ_i,gm e R)e from

E.ON to repay about $140.2 million of debt owed to the Rural Utilities Service (RU, 5 d to ish $252 9
million of reserves. The reserves were comprised of: a $157 million Economic Rq Tve lﬁ'@ fu r{%ronmental
and fuel cost increases; a $35 million Transition Reserve to mitigate potential cost the srsﬁe ters &cide to
terminate their agreements or otherwise curtail their load due to reduced alurri ﬁ‘mt Ql‘uctron*i;and a $60.9 million
Rural Economic Reserve, which would be used over two years to prov1deféred1ts r{ﬁad,ﬁﬁstomers upon full
utilization of the Economic Reserve. H ii f{} }hi{ ‘

ﬁﬁf I b
Under a contract times interest earned ratio (TTER) arrangement v’zirg the W js, Rivers targets a minimum
TIER of 1.24 times, which is above the level required under 1ts Q; l co Under current market
conditions and given contract termination notices from th {t‘ m eI:;ﬁ'cers Big Rivers has filed for rate
relief as it anticipates that the TIER will otherwise drop é th[e;l {1 s'target should the contracts with
Century and Alcan be terminated.

l}g
Coal-Fired Plants Represent Valuable Assets; ‘ifze {}g Eq{‘ miiental Costs Loom
Big Rivers owns generating capacity of abougi 43 f W) in four substantially coal-fired plants. Total
power capacity is about 1,824 MW, incl frghts t ;1? {iq,202 MW of coal-fired capacity from Henderson
Municipal Power and Light (HMP&L) atlon Tyo andjgbout 178 MW of contracted hydro capacity from
Southeastern Power Administration. T econcrri bﬁ;@;@ ower produced from these sources enables Big Rivers to
maintain a reasonable competitive advan e in th ’Southeast and even more so when compared to other regions
around the country. The congistently hlgh ¢ WIP&‘ factors and efficient operations of the assets results in average
system wholesale rates to &%sbers ar: ;md 4.7 cents per kWh (including the beneficial effects of the member rate
stability mechanism). ‘t‘ o ?res o the average wholesale rate of 4.4 cents per kWh to serve the two smelter
loads in 2011.
i i th
Because Big Rlvérghs ¥Subs% trally dependent on coal-fired generation, it faces uncertainty with regard to future
envuonmen regﬁ t BSv lrldmg the final form and substance those will take, the timing for implementation,
and the a un{ ﬁé @ccféts to comply. We note that the Economic Reserve should help mitigate some of the
need for i 1n1 { g’ﬁ ‘ases to cover future compliance costs.
;{ﬁit;m i‘i
1sts, However, Offsets Are Present

Blg RJ e 5 1s s F_)eet to regulation for rate setting purposes by the KPSC, which is atypical for the sector and can
pose cha ﬁ\i in getting timely rate relief if and when needed. We view the existence of certain fuel and
purchased péwer 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. Big Rivers received
KPSC approval for a $26.7 million (6.17%) base rate increase effective November 17, 2011. We consider this a
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reasonably good outcome versus the approximate $30 million rate increase that was requested. The net effects of
various appeals in this case decision resulted in the Kentucky PSC largely reaffirming its decision in January 2013;
importantly, some corrections to calculations resulted in an approximately $1 million increase to tlgf previously
approved revenue amount. The rate increase is intended to bolster wholesale margins, address increaged
depreciation costs, administrative costs tied to joining the MISO, and maintenance costs mcmﬁ%d durm‘g\ eneranon

plant outages. “ ‘ y i P
lii i ;ﬁi‘?i ¢

Following this rate case outcome, Big Rivers filed a rate case with the KPSC on J any 3’(} 3, s(jﬂkmg approval
for a $74.5 million rate increase. While the substantial majority of this sizable req}x st 1é etol ding load loss
when Century’s notice period expires, additional amounts would make up for @iecl maﬁgyms froh off system
sales and other cost pressures. The actual percentage rate impact would va 3@3{ { er clagéand we note the
availability of funds in the economic and rural economic reserve accounf {tﬁat C 0 offset the significant
impact for the non-smelter customer classes. Since filing its rate case 1n i) ua f};;vers has responded to
additional data requests from the KPSC and is requesting that new i oSy ec e effec ¢ August 20, 2013. If the
case is not decided by then, Big Rivers would be permitted under‘é; te sta \{tes tp imBlement the rate increase,
subject to refund, pending a final KPSC decision in the rate caéég éﬁz n the i‘ ceﬁ contract termination notice from
Rio Tinto, we expect that Big Rivers will file another rate gése latey thlg’%earjﬁor rate increases to take effect by
January 31, 2014, §ii lii

3‘

Wholesale Power Contracts Support Big Rlvers? dl%{l?ro ﬂ
The revenues derived under Big Rivers’ long ?Hﬁ}x Bieﬁi trébts with its members for sales to non-smelter
customers will continue as the contracts wer xtend an a 2itlonal 20 years to December 31, 2043 when the
unwind of transactions were completed j § Fro h tgrlcal perspective, the relatively low cost power
provided under the contracts mitigated tiie cre *tg 1sk th : would typically stem from member disenchantment.
However, going forward the pending ratg case fi uary and another case likely to follow raise the specter for
member unrest as the level of requested €ases }s qulte substantial in the January filing alone. The currently
overall sound member proﬁlef;elps provide ?da@egnee of assurance of this revenue stream, which is integral to
servicing Big Rivers’ deb&iﬁ h g;.

oy

{ ff Q%

Liquidity

Big Rivers suppl ents iémall); penerated funds with $100 million of unsecured committed revolver capacity,
with National Ru} %U%htles Cooperatwe Finance Corporation (NRUCFC) and CoBank providing $50 million each.
The NRUCFg and tles expire on July 16, 2014 and July 27, 2017, respectively. The $50 million
NRUCFGgiac t fm: issuance of up to $10 million of letters of credit. As of September 30, 2012 Big
Rivers had ?ﬁ; $1 13 million of cash and temporary investments and it had about $45 million of unused

cap), &W’B@ﬂ £ uﬁﬁeg he NRUCFC facility. The CoBank facility has a condition that precludes use of the facility
whgi ermngon §}Ptxce is provided, so Big Rivers plans to address this through negotiation of an amendment to re-
estabhél\}acce ) Some of the cash on hand will be used to repay the impending $58.8 million tax-exempt debt
maturity dig Ji 1e 1, 2013. We anticipate that Big Rivers will internally fund its maintenance capex and
managemen?t! dicates that there may be some flexibility in that budget; however, we understand that the cooperative
is arranging funding for environmental related capex, which is currently estimated to be about $60 million during
2013-2014. Beyond the June 2013 maturity, long-term debt maturities are very modest amortizations of existing
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debt around $21 million to be paid in quarterly installments.

The quality of the alternate liquidity provided by the bank revolvers benefits from the rnult1~year tq?ors and the
absence of any onerous financial covenants, which largely mirror the financial covenants in ex1st1ng bt
documents. Big Rivers is in compliance with those covenants. Additionally, the NRUCFC fa%ih&% eg.'lts from no
ongoing material adverse change (MAC) clause; however, the CoBank facility is conmdeg ér{@s:a

because of the ongoing nature of its MAC clause related to each drawdown and as n&‘;% t; € is ,
unavailable given the contract termination notices served. There are no applicable 1 trig ny of the
facilities that could cause acceleration or puts of obligations; however, a ratings bq gxl %ﬂa lies. We
understand that Big Rivers will pursue steps to amend and extend existing bank cr it, facil h?s to shore up liquidity
as it copes with credit challenges going forward. n 4 ki h"l: i§>

(! )
Structural Considerations i I’h

E

;um W,
As part of the unwinding of various transactions completed in 206g Blg 1%{; ﬁbed the previously existing
RUS mortgage with a new senior secured indenture. Under the semo d indenture RUS and all senior
secured debt holders are on equal footing in terms of prio sl of c ‘on assets. The current senior secured
indenture provides Big Rivers with the flexibility to acges bl d B ts without first obtaining a case
specific RUS lien accommodation, while retaining the Tib t t i uest fiproval from the RUS for additional direct
borrowings under the RUS loan program, if they cli q o ﬂ? s i 1ven persistent questions about the availability of
funds under the federally subsidized RUS loaligga?‘%r &;({; ﬂSI Br the added flexibility of the current senior
secured indenture to be credit positive.

. ;ls. l “ ‘h
Rating Outlook { !ii b
Wy
The rating is under review for downgradé we aggess the financial and operating effects and what mitigating
strategies Big Rivers will pur?;e followmg éhn@;@ termination notices from the two aluminum smelters.

What Could Changet p{{at g ljsp

In light of the rati revté posslﬁle downgrade and the uncertainty at Big Rivers that persists following the
announcements b d Rio Tinto, the rating is not likely to be upgraded or stabilized in the near term.

What Co;{ig 8\} nge} QR‘&hng Down

Seyg éﬁ*?éqtiorg H‘li‘lﬁéeﬂéj)to cause us to further lower Big Rivers’ rating including our assessment of the likelihood
of stiggess i ] ’Q ienting the numerous mitigation strategies on the drawing board. Of particular interest to the
ratmg{i iew 1 the degree to which Big Rivers’ future financial results will depend upon the margins from the
um‘egulat holesale power market through both short-term and long-term off-system sales as well as our
assessment c; the cooperative’s ability to secure needed rate increases from the non-smelter member load. The
rating could also be negatively affected should efforts to shore up external liquidity sources fail to meet our
understanding of Big Rivers’ near-term objectives. Further, downward rating pressure could occur should
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environmental capital requirements increase substantially particularly with the lack of a clear regulatory mechanism
in place.

‘it

Other Considerations 2

Mapping To Moody’s U.S. Electric Generation & Transmission Cooperatives Ratin Met d
pping g }i ﬁ); i u
i

Big Rivers’ mapping under Moody’s U.S. Electric Generation & Transmission Co ve ra rlé%g‘hodo]ogy is
based on historical data through December 31, 2011. The Indicated Rating for Blg §Y{ em o8t obligations
under the Methodology is currently A2 and relies on the aforementioned histo cal ntlta datei‘and qualitative
assessments. The Indicated Rating under the Methodology largely reflects beﬁ&%ﬂs ?réh or thélfactors relating to
dependence on purchased power and financial metrics such as equity as rce e Bﬁ ltahzatlon FFO to debt

and FFO to interest, all of which improved upon completion of the unwir S m boo. Notwithstanding
the current A2 Indicated Rating for Big Rivers under the Methodo y;[nts al seniohsecured rating of Bal
reflects the unique risks relating to Big Rivers’ load concentratloﬁ the s smelter termination notices
and the fact receipt of the notices will not impact cash flow unéﬁ];%Au g‘st 20 ) and until January 2014
(Alcan). ‘ﬂ§ 3 t, l
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Big Rivers Electric Corporation

Credit Opinion

Rating Drivers \ y
l‘ iy, ii‘l b,
» Increased need for rate increases and dependence on off-system sales fﬁ ﬂ)wm ;:onmi(;ﬁf?nnmanon notices from
two aluminum smelters Uy, ikii

» Rates subject to regulation by the Kentucky Public Service Co ré&&m i SC)
» Revenues from electricity sold under long-term wholesale invve teontrac E%w ]i;xgﬁgmber owners

» Ownership of generally competitive coal-fired generatlo @lan&g pu}ép‘ung hvironmental compliance plan
approved by regulators; environmental cost surcharge in 15 ace i;! iif‘
‘i;i zltg }ﬁ igi’
Corporate Profile !l;; i¥§
Big Rivers Eleciric Corporation (Big Rivers) i atlgn and transmission cooperative (G&T)
headquartered in Henderson, Kentucky and P ree émber system distribution cooperatives— Jackson
Purchase Energy Corporation; Kenergy nd Meade Gounty Rural Electric Cooperative Corporation. These
member system cooperatlves provide ré ele c pov&}}' and energy to about 113,000 residential, commercial, and
industrial customers in 22 Western Kergi;%lcky cou ’mgg,;

t
Recent Events b nii;;;;f“
Effective February 6, ZQ;I{nge downgraded the senior secured rating of $83.3 million of County of Ohio,

Kentucky (the coun ’Pollu)dtg Control Refunding Revenue Bonds (Big Rivers Electric Corporation
Project) to Bal from‘ﬂaa gnd t ratmg remains under review for downgrade. The rating action
primarily reflect s;gmﬁ antly mcreased financial and operating risks for Big Rivers due to the January
31,2013 a unc m l??' Alcan Corporation that its subsidiary, Alcan Primary Products Corporation
(Alcan) 14 e& iﬂl 2} nth hotice to terminate its power contract with BREC. This announcement came
on t gihgels é‘(gﬁ gust 20, 2012 announcement by Century Aluminum Company that its subsidiary,
Cen ury A ‘5[% hg&m of Kentucky (Century) issued a 12-month notice to terminate its power contract with

Big R&Qrs forlits hawesvﬂle Kentucky smelter. See press release of February 6, 2013 posted to
moodys.c%m;é or further details relating to this action.
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Rating Rationale

The Bal senior secured rating considers credit risk related to the fact that Big Rivers’ largest member owner,
Kenergy Corp., makes a high concentration of its sales to two aluminum smelters (Century and Alggn), both of
whom face credit challenges due to the significant volatility in both metal prices and demand. In ad J{uon these
smelters have served notice of intent to terminate their respective power purchase arrangemen

consistent with requirements for a one-year notice period and meeting other conditions to, do so} Yg g{
is further constrained because its rates are regulated by the KPSC, which is atypical fo ;hei't{}&T oo
Rivers® credit profile also reflects the financial benefits of several steps it took to u a le other
transactions in 2008 and 2009 wherein its prior deficit net worth turned substantlaglil t ve, cﬁﬁ rééelpts were
utilized to reduce debt, and two committed bank credit facilities aggregating $100 hon &é&e est bhshed to
improve liquidity. g; “i |

45? ‘2; m“h%;

}f}gg(lversmg

oi tBlg

Detailed Rating Considerations

1
fiy, {(L ‘ %,
High Smelter Load Concentration; Credit Challenge Tied to A tlclpalig B Qf Smelter Load
Under historical operating conditions, the two smelters served by, K hergy hiye been consuming approximately 7
million MWh of energy annually, representing a substantig fbad é@nceﬁ atl‘%oi; risk (e.g. about two-thirds of member
energy load and close to 60% of member revenues for Plg iver? jn Q{)l 1)HiThis risk is a significant constraint to
Big Rivers’ rating, making its financial and operating risk pro umqu}a icompared to peers. This risk was

magnified in August 2012 and most recently in Janii i N é each of the two smelters (Century and Alcan),
gave notice to terminate the power purchase cg , éh‘% @lve 5. Under the terms of the contract, termination
of the contract requires the terminating party; ‘L} é Rivers of their decision twelve months prior to the
planned termination date. During the tw ye onth peti

?@ach of the terminating parties (Century and Alcan, in
this case) must continue to make paym ‘ﬁéﬁs to Rlver% over the 12 month period. Under the Century contract, the
12 month period ends in August 2013 while the im@g {1 period ends in January 2014 under the Alcan contract.
Although Century and Alcan are requlre 1\,? pay base energy charges as defined in their respective agreements with
Big Rivers) for power (482 MW and 368 Wg,;;g ectively, at 98% capacity factor) during the 12-month notice
periods, neither one is req\gx} ‘ to conﬁnue operating their smelter plants.

Following this develofifient, Big R{ ers is evaluating a number of options to mitigate the substantial loss in smelter
load. While challenges e &;ﬁ‘ér the i'(:’éjoperatlve to implement some of the mitigation strategies, the near completion
of several of Big R?g s’ m lple transmission capacity upgrade projects undertaken in recent years will enhance
Big Rlvers ]I}lhty é@ sell eclr;p output in the wholesale market. To that end, Big Rivers became a transmission

ownmg é ,1 est Independent Transmission System Operator (MISO) in December 2010. Asa

result Blg ; s};anced its reliability and transmission capability helping to ensure compliance with
Eldley ncJ)Hrp rve requirements established by regulators. Also, these steps along with legislation that

pemig\is sale dn-members provide additional flexibility for Big Rivers to move excess power off system

followi te hatlon notices from Century and Alcan.

Improved l%‘:ﬂance Sheet Following Completion Of Unwind Of Historical Transactions In 2009

In 2008, Big Rivers bought out two leveraged lease fransactions and in 2009 completed a series of other steps to
terminate another lease and other long-term transactions previously involving E.ON U.S. LL.C and Western
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Kentucky Energy Corp. At the same time, Big Rivers terminated other agreements and entered into various new
arrangements whereby it has been selling to Kenergy 850 MW in aggregate for resale to the two aluminum smelters.
This arrangement represents a concentration of load risk for Big Rivers, which is now exacerbated(Py the contract
termination notices served by the two aluminum smelters. Still, there were key credit positives resu g from
consummation of all the unwind transactions as follows: elimination of Big Rivers’ deficit neﬂXv equ1ty of
$379.4 million at December 31, 2009, which increased to $389.8 million as of December 1,2 &q pa) qq’:
negative $155 million at 12/31/2008, and partial utilization of the $505.4 million in cashyp men rﬁ} om
E.ON to repay about $140.2 million of debt owed to the Rural Utilities Service (RU §{$1d to fés{abk $252.9
million of reserves. The reserves were comprised of: a $157 million Economic Rg rve fur Q nyvironmental
and fuel cost increases; a $35 million Transition Reserve to mitigate potentla] costs the S ters kcide to
terminate their agreements or otherwise curtail their load due to reduced al Emg‘ tuctio hand a $60.9 million
Rural Economic Reserve, which would be used over two years to prov:dﬁé editd a:E g)lstomers upon full
utilization of the Economic Reserve. i;‘ i; ii

;ﬁiii} iil 23

Under a contract times interest earned ratio (TIER) arrangement v%‘th the W bt S Rivers targets a minimum
TIER of 1.24 times, which is above the level required under jtstf naﬁq al co n% Under current market
conditions and given contract termination notices from th ‘ lters Big Rivers has filed for rate
relief as it anticipates that the TIER will otherwise dro;% be‘l ?’V thg 1. {41, t1 b 'target should the contracts with
Century and Alcan be terminated. iii i{;

5{1
Coal-Fired Plants Represent Valuable Asseglﬁ,ﬁyen} X on}ﬁental Costs Loom
Big Rivers owns generating capacity of abo W) in four substantially coal-fired plants. Total
power capacity is about 1,824 MW, incht ights tc‘ bo§.?113202 MW of coal-fired capacity from Henderson
Municipal Power and Light (HMP&L), ation Gjwo anj?bout 178 MW of contracted hydro capacity from
Southeastern Power Administration. Tk i econom'hs;gﬂ ower produced from these sources enables Big Rivers to
maintain a reasonable competitive advantdge in thp, Southeast and even more so when compared to other regions
around the country. The con %gtently high cahagify factors and efficient operations of the assets results in average
system wholesale rates to bers aroynd 4.7 cents per kWh (including the beneficial effects of the member rate
stability mechanism). ”l}pl co Qiires o the average wholesale rate of 4.4 cents per kWh to serve the two smelter
loads in 2011.

) 2 iii’

Because Blg va g sub tlally dependent on coal-fired generation, it faces uncertainty with regard to future
envm)nmen ding the final form and substance those will take, the timing for implementation,
and the ang re‘l é c&%?ns to comply. We note that the Economic Reserve should help mitigate some of the
need for i 1n Eimc ases to cover future compliance costs.

1;1 lil{il
Re gftory
Big Rib q 5 is

i k )lStS, However, Offsets Are Present

ibject to regulation for rate setting purposes by the KPSC, which is atypical for the sector and can
pose cha in getting timely rate relief if and when needed. We view the existence of certain fuel and
purchased mer 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. Big Rivers received
KPSC approval for a $26.7 million (6.17%) base rate increase effective November 17, 2011. We consider this a
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reasonably good outcome versus the approximate $30 million rate increase that was requested. The net effects of
various appeals in this case decision resulted in the Kentucky PSC largely reaffirming its decision in January 2013;
importantly, some corrections to calculations resulted in an approximately $1 million increase to tk{g previously
approved revenue amount. The rate increase is intended to bolster wholesale margins, address incr

depreciation costs, administrative costs tied to joining the MISO, and maintenance costs incurf] qi‘{lurufﬁz%eneratlon

plant outages. 4 %3{ N!!}mi; zi;ﬁ’

Following this rate case outcome, Big Rivers filed a rate case with the KPSC on Jemi} 15 3 3, gzekmg approval
for a $74.5 million rate increase. While the substantial majority of this sizable reggest iddne to hdmg load loss
when Century’s notice period expires, additional amounts would make up for deci% maj'g fréth off system
sales and other cost pressures. The actual percentage rate impact would v T claslégand we note the
availability of funds in the economic and rural economic reserve accoun Eat c Bpe %’1 to offset the significant
impact for the non-smelter customer classes. Since filing its rate case m ik Rivers has responded to
additional data requests from the KPSC and is requesting that new @msgpeé@ e effecﬁﬁze August 20,2013, Ifthe
case is not decided by then, Big Rivers would be permitted under‘s ate sta q es ip lﬁxgﬁlement the rate increase,
subject to refund, pending a final KPSC decision in the rate caskg. qu n the cent contract termination notice from
Rio Tinto, we expect that Big Rivers will file another rateﬁ S lalt; thl {yearﬁor rate increases to take effect by

i

January 31, 2014. ) By by
W, *igf ty,

Wholesale Power Contracts Support Big Rlvers’i {iedl llgh
The revenues derived under Big Rivers’ long- %ﬁ tratts with its members for sales to non-smelter
customers will continue as the contracts wer xteﬁ& d an al 1t10nal 20 years to December 31, 2043 when the
unwind of transactions were completed i 20 Fro ' higtprlcal perspective, the relatively low cost power
provided under the contracts mitigated {f e ‘credt gsk thal, would typically stem from member disenchantment,
However, going forward the pending ratg case ﬁ }m;! uary and another case likely to follow raise the specter for
member unrest as the level of requested eases quite substantial in the January filing alone. The currently
overall sound member profil belps prov1de e of assurance of this revenue stream, which is integral to
servicing Big Rivers’ debtgglﬂ; (h

3; 4

p
Liquidity ;
Big Rivers supp mentstl gzmk‘ernall)}%enerated funds with $100 million of unsecured committed revolver capacity,

with National R 1t1 ooperatlve Finance Corporation (NRUCFC) and CoBank providing $50 million each.
The NRUCE and o gﬁﬁéa ilities expire on July 16, 2014 and July 27, 2017, respectively. The $50 million
NRUC‘FC( pissuance of up to $10 million of letters of credit. As of September 30, 2012 Big
Rivers had % p $1 13 million of cash and temporary investments and it had about $45 million of unused
cap ﬁpé%r‘ Eghe NRUCFC facility. The CoBark facility has a condition that precludes use of the facility
ermm{ri orf otlce is provided, so Big Rivers plans to address this through negotiation of an amendment to re-

estabhsih cce Some of the cash on hand will be used to repay the impending $58.8 million tax-exempt debt
matunty e 1, 2013. We anticipate that Big Rivers will internally fund its maintenance capex and
managemen dicates that there may be some flexibility in that budget; however, we understand that the cooperative
is arranging funding for environmental related capex, which is currently estimated to be about $60 million during
2013-2014. Beyond the June 2013 maturity, long-term debt maturities are very modest amortizations of existing
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debt around $21 million to be paid in quarterly instaliments.

The quality of the alternate liquidity provided by the bank revolvers benefits from the multl-year tqpors and the
absence of any onerous financial covenants, which largely mirror the financial covenants in existin, ldi
documents. Big Rivers is in compliance with those covenants. Additionally, the NRUCFC fdtf}]ﬁg ‘q 1ts from no

ongoing material adverse change (MAC) clause; however, the CoBank facility is considered o ;yd
because of the ongoing nature of its MAC clause related to each drawdown and as notegha Qve 1s
unavailable given the contract termination notices served. There are no applicable 1, l‘i? ny of the
facilities that could cause acceleration or puts of obligations; however, a ratings b phes We
understand that Big Rivers will pursue steps to amend and extend existing bank cre ; facﬂl s to s%ore up liquidity
as it copes with credit challenges going forward. ﬂ’ { {%;h“il%i W

W, Mg
Structural Considerations { i§ iz‘{{i h!

3
LU ﬁ b

As part of the unwinding of various transactions completed in 200{9 Big ﬁ‘i erﬁ; Iéced the previously existing
RUS mortgage with a new senior secured indenture. Under the Hin semgfl, @1’ d indenture RUS and ali senior
secured debt holders are on equal footing in terms of prlo g?} ﬁd lienton assets. The current senior secured
indenture provides Big Rivers with the flexibility to acg es }publ deB aﬂéets without first obtaining a case
specific RUS lien accommodation, while retaining the r t f ’x:’ g est afiproval from the RUS for additional direct
borrowings under the RUS loan program, if they cH fg to %1 s i iven persistent questions about the availability of
funds under the federally subsidized RUS loa Wﬁr Eig ﬂsx gr the added flexibility of the current senior
secured indenture to be credit positive. ( “ &

b

i v
ii*h }
Li uggfh
% we agsess the financial and operating effects and what mitigating
dntrdet termination notices from the two aluminum smelters.

Rating Outlook !{

The rating is under review for downgrad
strategies Big Rivers will pur followmg

What Could Changet &gatlﬁg‘ !

In light of the ratl rev&h Bt possﬁlee downgrade and the uncertainty at Big Rivers that persists following the
announcements by} @Rtu d Rio Tinto, the rating is not likely to be upgraded or stabilized in the near term.

What C ﬁi@ ng WL ﬁfitmg Down

Sevet }ﬁﬁqg }kto cause us to further lower Big Rivers’ rating including our assessment of the likelihood
of s gess nil) i entlng the numerous mitigation strategies on the drawing board. Of particular interest to the
rating l'é 1ew I the degree to which Big Rivers’ future financial results will depend upon the margins from the
unregula lesale power market through both short-term and long-term off-system sales as well as our
assessment the cooperative’s ability to secure needed rate increases from the non-smelter member load. The
rating could also be negatively affected should efforts to shore up external liquidity sources fail to meet our
understanding of Big Rivers’ near-term objectives. Further, downward rating pressure could occur should
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environmental capital requirements increase substantially particularly with the lack of a clear regulatory mechanism
in place.

4
Other Considerations ‘ii
Mapping To Moody’s U.S. Electric Generation & Transmission Cooperatives Rating, Metﬁo&‘ilﬁ
‘ﬁ b

Big Rivers’ mapping under Moody’s U.S. Electric Generation & Transmission Coo ?ﬁq ive rah M thodology is
based on historical data through December 31, 2011. The Indicated Rating for Big 1%} semo 0st obligations
under the Methodology is currently A2 and relies on the aforementioned hxstorlcal Li ntltah e datiand qualitative
assessments. The Indicated Rating under the Methodology largely reflects b gg r §yfor thgifactors relating to
dependence on purchased power and financial metrics such as equity as grce R%Q &ﬁ %g'xtahzatlon FFO to debt
and FFO to interest, all of which improved upon completion of the unwi sact 009. Notwithstanding
the current A2 Indicated Rating for Big Rivers under the Methodo gym qugal seniobsecured rating of Bal
reflects the unique risks relating to Big Rivers’ load concentranorf the 1t yé‘ smelter termination notices
and the fact receipt of the notices will not impact cash flow unti LAy Eust 20 3£(C‘ tury) and until January 2014
(Alcan). P ‘iz ii

(iii §3¥;§ !
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Billie Richert

From: Billie Richert

Sent: Wednesday, February 06, 2013 5:35 PM
To: ‘Rose, Kevin'

Subject: RE: phone call

Sounds good. 'm leaving for the day. Hope all went well.

From: Rose, Kevin [mailto:Kevin.Rose@moodys.com]
Sent: Wednesday, February 06, 2013 5:26 PM

To: Billie Richert

Subject: phone call

Billie:
Sorry | was unable to call you as | had hoped this afternoon. | wili try to touch base tomorrow.
Regards,

Kevin

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.
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Billie Richert

From: Rose, Kevin <Kevin.Rose@moodys.com>
Sent: Wednesday, February 06, 2013 5:26 PM
To: Billie Richert

Subject: phone call

Billie:

Sorry 1 was unable to call you as | had hoped this afternoon. | will try to touch base tomorrow.
Regards,

Kevin

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.
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Billie Richert

From: Rose, Kevin <Kevin.Rose@moodys.com>
Sent: Wednesday, February 06, 2013 3:58 PM
To: Billie Richert

Subject: RE: Draft Press Release Published
Attachments: Big Rivers Press Release Feb 6 2013.pdf
Billie:

Attached is the press release published earlier today.

Regards,
Kevin

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody'’s Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Wednesday, February 06, 2013 3:38 PM

To: Rose, Kevin

Subject: RE: Draft Press Release for review

Thanks.

From: Rose, Kevin [mailto:Kevin.Rose@moodys.com]
Sent: Wednesday, February 06, 2013 1:18 PM

To: Rose, Kevin; Billie Richert

Subject: RE: Draft Press Release for review

Billie:

Thanks for your call earlier today to discuss the few factual points | will make those changes as we discussed per the
attached and proceed with publishing. | will send you a pdf version once it is posted to our moodys.com website.

Kevin Rose
Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile
Case No. 2012-00492
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212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

From: Rose, Kevin

Sent: Wednesday, February 06, 2013 7:29 AM
To: Billie Richert (billie.richert@bigrivers.com)
Subject: Draft Press Release for review
Importance: High

Billie:
<< File: Big Rivers Draft PR Feb 6 2013 to BREC for review.docx >>

As previously mentioned, the attached is for your review prior to our publishing later today.

“l am sending the attached research / Press Release for your review, to give you the opportunity to draw aftention to any
factual errors and/or inadvertent disclosure of confidential information. However, please note that under our policies, MIS
retains ultimate editorial control over the form and content of all its publications. MIS will not accept other changes from an
issuer that would alter the meaning or fone of our opinions or credit rating announcements. Please note that this draft
research is strictly confidential and you may not disclose it to any other person except: (i) to your legal counsel acting in
their capacity as such; (i) to your other authorized agents acting in their capacily as such; and (iii) as required by law or
regulation.

Please provide any feedback by no later than 12:00 noon today and understand that we may issue the Press Release
whether or not you have responded.”

Regards,

Kevin

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com
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The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.

The information contained in this e-mall message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-~mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.
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Py 2
Mooby’s
INVESTORS SERVICE
Rating Action: Moody's downgrades rating of County of Ohio, Kentucky (Big Rivers

Electric Corporation Project) to Ba1 from Baa2; rating remains under review for
further downgrade

Global Credit Research - 06 Feb 2013

$83.3 million of securities affected

New York, February 06, 2013 -- Moody's Investors Service downgraded the senior secured rating of $83.3 million of
County of Ohio, Kentucky (the county} Poliution Control Refunding Revenue Bonds (Big Rivers Electric
Corporation Project) to Ba1 from Baa2. The rating, which had been placed under review for downgrade on August
21, 2012, remains under review for further downgrade.

"The rating downgrade related to the aforementioned bonds, which were previously issued by the county on behalf
of Big Rivers Electric Corporation (BREC), reflects the significantly increased financial and operating risks for
BREC due to the January 31, 2013 announcement by Alcan Corporation that its subsidiary, Alcan Primary
Products Corporation (Rio Tinto Alcan) issued a 12-month notice to terminate its power contract with BREC", said
Kevin Rose, Vice President-Senior Analyst. This announcement follows the August 20, 2012 announcement by
Century Aluminum Company that its subsidiary, Century Aluminum of Kentucky issued a 12-month notice fo
terminate its power contract with BREC. Both announcements cite that smelter operations at Rio Tinto Alcan's
Sebree smelter and Century's Hawesville smelter are not economically viable with current contract power rates
and under current market conditions. "On a combined basis, one of BREC's three member-owners, Kenergy
Corp., has been serving the two aluminum smelters comprising roughly two-thirds of BREC's annual energy sales
and accounting for just under 60% of its system demand and in excess of 60% of annual revenues”, Rose added.

Despite the fact that BREC will continue receiving revenues from base energy charges over the respective 12
month notice periods (ending August 20, 2013 in the case of Century and January 31, 2014 in the case of Rio Tinto
Alcan), the rating remains under review for downgrade, reflecting the uncertainty concerning BREC's mitigation
strategies under consideration, including whether BREC will obtain approval from the Kentucky Public Service
Commission (KPSC) for significant rate increases to address anticipated revenue shortfalls. Moody's notes that
BREC is among the few electric generation and transmission cooperatives subject to rate regulation, which can
sometimes pose challenges in implementing timely rate increases. In addition to monitoring the recently filed
request for a rate increase at the KPSC, the rating review will also consider BREC's prospects for mitigating the
impact from the termination notices through other steps, including through shoring up liquidity, entering into bilateral
sales arrangements; making short-term off system sales in the wholesale market; participating in the capacity
markets; temporarily idling generation and reducing staff; and possibly selling generating assets.

BREC filed a rate case with the KPSC on January 15, 2013, seeking approval for a $74.5 million rate increase.
While the substantial majority of this sizable request is due to impending load loss when Century's notice period
expires, additional amounts would make up for declining margins from off system sales and other cost pressures.
The actual percentage rate impact would vary by customer class and we note the availability of funds in the
economic and rural economic reserve accounts that can be used to offset the significant impact for the non-
smelter customer classes. Since filing its rate case in January, BREC has responded to additional data requests
from the KPSC and is requesting that new rates become effective August 20, 2013. If the case is not decided by
then, BREC would be permitted under state statutes to implement the rate increase, subject to refund, pending a
final KPSC decision in the rate case.

In terms of liquidity, BREC has a cash balance in excess of $100 million available to repay its impending $58.8
million tax-exempt debt maturity on June 1, 2013 and external liquidity is currently comprised of $100 million of
multi-year revolving credit facilities evenly spiit between National Rural Utilities Cooperative Finance Corporation
and CoBank. Maintaining bank facilities to supplement its internally generated cash flow in the face of existing
challenges wili be integral to BREC's credit profile going forward.

In light of the rating review for possible downgrade and the uncertainty at BREC that persists following the
announcements by Century and Rio Tinto, the rating is not likely to be upgraded or stabilized in the near term.
Several factors are likely to cause us to further lower BREC's rating including our assessment of the likelihood of
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success in implementing the numerous mitigation strategies on the drawing board. Of particular interest to the
rating review is the degree to which BREC's future financial results will depend upon the margins from the
unregulated wholesale power market through both short-term and long-term off-system sales as well as our
assessment of the cooperative's ability to secure needed rate increases from the non-smelter member load. The
rating could also be negatively affected should efforts to shore up external liquidity sources fail to meet our
understanding of BREC's near-term objectives. Further, downward rating pressure could occur should
environmental capital requirements increase substantially particularly with the lack of a clear regulatory
mechanism in place.

Big Rivers Electric Corporation is an electric generation and transmission cooperative 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 approximately 113,000 residential, commercial,
and industrial customers in 22 Western Kentucky counties.

The principal methodology used in this rating was U.S. Electric Generation & Transmission Cooperatives
published in December 2009, Please see the Credit Policy page on www.moodys.com for a copy of this
methodology.

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class of
debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance with
Moody's rating practices. For ratings issued on a support provider, this announcement provides certain regulatory
disclosures in relation to the rating action on the support provider and in relation to each particular rating action for
securities that derive their credit ratings from the support provider's credit rating. For provisional ratings, this
announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in relation
to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where the
transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner that
would have affected the rating. For further information please see the ratings tab on the issuer/entity page for the
respective issuer on www.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this rating
action, and whose ratings may change as a result of this rating action, the associated regulatory disclosures will
be those of the guarantor entity. Exceptions to this approach exist for the following disclosures, if applicable to
jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal entity
that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.

Kevin G. Rose

Vice President - Senior Analyst
Infrastructure Finance Group
Moody's Investors Service, Inc.
250 Greenwich Street

New York, NY 10007

USA

JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

Chee Mee Hu

MD - Project Finance
Infrastructure Finance Group
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

Releasing Office:
Moody's Investors Service, Inc.
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Mooby’s
INVESTORS SERVICE

© 2013 Moody's Investors Service, Inc. and/or its licensors and affiliates (collectively, "MOODY'S"). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC, ("MIS") AND ITS AFFILIATES ARE
MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH
PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATIONS") MAY INCLUDE MOODY'S CURRENT
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR
DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET
ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT
LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND
MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR
HISTORICAL FACT. CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND
DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES.
NEITHER CREDIT RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN
INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES
MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL
MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT
LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED,
FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR
SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, INANY FORM OR MANNER OR BY ANY
MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All information
contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable. Because of the
possibility of human or mechanical error as well as other factors, however, all information contained herein is provided
"AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that the information it uses in
assigning a credit rating is of sufficient quality and from sources Moody's considers to be reliable, including, when
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in every instance
independently verify or validate information received in the rating process. Under no circumstances shall MOODY'S have
any liability to any person or entity for (a) any loss ar damage in whole or in part caused by, resulting from, or relating to,
any error (negligent or otherwise) or other circumstance or contingenicy within or outside the control of MOODY'S or any
of its directors, officers, employees or agents in connection with the procurement, collection, compilation, analysis,
interpretation, communication, publication or delivery of any such information, or (b) any direct, indirect, special,
consequential, compensatory or incidental damages whatsoever (including without limitation, lost profits), even if
MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or inability to use, any such
information. The ratings, financial reporting analysis, projections, and other observations, if any, constituting part of the
information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or
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recommendations to purchase, sell or hold any securities. Each user of the information contained herein must make its
own study and evaluation of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS
OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S INANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most issuers
of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred
stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating services
rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and
procedures to address the independence of MIS's ratings and rating processes. Information regarding certain affiliations
that may exist between directors of MCO and rated entities, and between entities who hold ratings from MIS and have
also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and Shareholder
Affiliation Policy."

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License
of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003 399 657AFSL. 336969 and/or Moody's Analytics
Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended to be provided only to
"wholesale clients" within the meaning of section 761G of the Corporations Act 2001. By continuing to access this
document from within Australia, you represent to MOODY'S that you are, or are accessing the document as a
representative of, a "wholesale client” and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the Corporations Act
2001. MOODY'S credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity
securities of the issuer or any form of security that is available to retail clients. k would be dangerous for retail clients to
make any investment decision based on MOODY'S credit rating. If in doubt you should contact your financial or other
professional adviser.
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Billie Richert

From: Billie Richert

Sent: Wednesday, February 06, 2013 2:38 PM
To: ‘Rose, Kevin'

Subject: RE: Draft Press Release for review
Thanks.

From: Rose, Kevin [mailto:Kevin.Rose@moodys.com]
Sent: Wednesday, February 06, 2013 1:18 PM

To: Rose, Kevin; Billie Richert

Subject: RE: Draft Press Release for review

Billie:

Thanks for your call earlier today to discuss the few factual points | will make those changes as we discussed per the
attached and proceed with publishing. | will send you a pdf version once it is posted to our moodys.com website.

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

From: Rose, Kevin

Sent: Wednesday, February 06, 2013 7:29 AM
To: Billie Richert (billie.richert@bigrivers.com)
Subject: Draft Press Release for review
Importance: High

Billie:
<< File: Big Rivers Draft PR Feb 6 2013 to BREC for review.docx >>

As previously mentioned, the attached is for your review prior to our publishing later today.

“l am sending the attached research / Press Release for your review, to give you the opportunity to draw attention to any
factual errors and/or inadvertent disclosure of confidential information. However, please note that under our policies, MIS
retains ultimate editorial control over the form and content of all its publications. MIS will not accept other changes from an
issuer that would alter the meaning or tone of our opinions or credit rating announcements. Please note that this draft
research is strictly confidential and you may not disclose it to any other person except: (i) to your legal counsel acting in

their capacity as such; (i) to your other authorized agents acting in their capacity as such; and (iii) as reﬁuired by law or
regulation. ase No. 2012-00492
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Please provide any feedback by no later than 12:00 noon today and understand that we may issue the Press Release
whether or not you have responded.”

Regards,

Kevin

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.
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Billie Richert

From: Rose, Kevin <Kevin.Rose@moodys.com>

Sent: Wednesday, February 06, 2013 1:18 PM

To: Rose, Kevin; Billie Richert

Subject: RE: Draft Press Release for review

Attachments: Big Rivers Draft PR Feb 6 2013 with factual changes.docx
Billie:

Thanks for your call earlier today to discuss the few factual points | will make those changes as we discussed per the
attached and proceed with publishing. | will send you a pdf version once it is posted to our moodys.com website.

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

From: Rose, Kevin

Sent: Wednesday, February 06, 2013 7:29 AM
To: Billie Richert (billie.richert@bigrivers.com)
Subject: Draft Press Release for review
Importance: High

Billie:
<< File: Big Rivers Draft PR Feb 6 2013 to BREC for review.docx >>
As previously mentioned, the attached is for your review prior to our publishing later today.

“I am sending the attached research / Press Release for your review, to give you the opportunity to draw aftention to any
factual errors and/or inadvertent disclosure of confidential information. However, please note that under our policies, MIS
retains ultimate editorial control over the form and content of all its publications. MIS will not accept other changes from an
issuer that would alter the meaning or tone of our opinions or credit rating announcements. Please note that this draft
research is strictly confidential and you may not disclose it to any other person except: (i) to your legal counsel acting in
their capacity as such; (i) to your other authorized agents acting in their capacity as such, and (iij) as required by law or
regulation.

Please provide any feedback by no later than 12:00 noon today and understand that we may issue the Press Release
whether or not you have responded.”

Regards,
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Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.
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Moody’s downgrades rating of County of Ohio, Kentucky (Big Rivers Electric Corporation
Project) to Bal from Baa2; rating remains under review for further dewngrade

$83.3 million of securities affected

Moody's Investors Service downgraded the senior secured rating of $83.3 million of County of
Ohio, Kentucky (the county) Pollution Control Refunding Revenue Bonds (Big Rivers Electric
Corporation Project) to Bal from Baa2. The rating, which had been placed under revaew for

R 5

downgrade on August 21, 2012, remains under review for further downgrade.

“The rating downgrade related to the aforementioned bonds, which were pre iously‘issued: by the
county on behalf of Big Rivers Electric Corporation (BREC), reflects the: sxgmﬁcantly 1ncreased
financial and operating risks for BREC due to the January 31, 2013 announcement by Alcan
Corporation that its subsidiary, Alcan Primary Products Corporation ( io. Tmto Alcan) issued a
12—month notice to terminate its power contract with BREC” sa1d Ke, Rose Vice President-

Alummum Company that its subsidiary, Century Alumlnum f ‘;ntucky issued a 12-month
notice to terminate its power contract with BREC. Botﬁ; nnouncements cite that smelter
operations at Rio Tinto Alcan’s Sebree smelter and: Century” s Haw sville smelter are not
economically viable with current contract power rates an zunde; current market conditions. “On
a combined basis, one of BREC’s three member~own F's, Kenergy Corp., has been serving the
two aluminum smelters comprising roughlyztwo-thlrd: of BREC’s annual energy sales and
accounting for just under 60% of its system demané d in excess of 60% of annual revenues”,
Rose added. ‘ 5 ‘

Despite the fact that BREC will eontmu recelvmg revenues from base energy charges over the
respective 12 month notice permds (endmg ‘Amgust 20, 2013 in the case of Century and January
31, 2014 in the case of Rio Tinto Alcan) the rating remains under review for downgrade,
reflecting the uncertainty concerning BREC’s mitigation strategies under consideration,
including whether BREC will obtain approval from the Kentucky Public Service Commission
(KPSC) for mgmﬁean‘t rate;increases to address anticipated revenue shortfalls. Moody’s notes
that BREC is amOng the few! electric generation and transmission cooperatives subject to rate
regulation, which can sometimes pose challenges in implementing timely rate increases. In
addmon to mom’u‘ ing the recently filed request for a rate 1ncrease at the KPSC, the ratmg

'capac:lty markets temporanly idling generation and reducing staff; and p0351b1y selling
gener: ‘1ng Assets.

BREC ﬁled a rate case with the KPSC on January 15, 2013, seeking approval for a $74.5 million
rate increase. While the substantial majority of this sizable request is due to impending load loss
when Century’s notice period expires, additional amounts would make up for declining margins
from off system sales and other cost pressures. The actual percentage rate impact would vary by
customer class and we note the availability of funds in the economic and rural economic
transitienreserve accounts that can be used to offset the significant impact for the rural-fnon-
smelter) customer classes. Since filing its rate case in January, BREC has responded to
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additional data requests from the KPSC and is requesting that new rates become effective August
20%, 2013. If the case is not decided by then, BREC would be permitted under state statutes to
implement the rate increase, subject to refund, pending a final KPSC decision in the rate case.

In terms of liquidity, BREC has a cash balance in excess of $100 million available to repay its
impending $58.8 million tax-exempt debt maturity on June 1, 2013 and external liquidity is
currently comprised of $100 million of multi-year revolving credit facilities evenly split between
National Rural Utilities Cooperative Finance Corporation and CoBank. Maintaining bankaeeess
to-these facilities to supplement its internally generated cash flow in the face of ex1stmg
challenges will be integral to BREC’s credit profile going forward. ;

In light of the rating review for possible downgrade and the uncertainty at BREC that\, per51sts
following the announcements by Century and Rio Tinto, the rating is not I cely to be upgraded or

stabilized in the near term. Several factors are likely to cause us to further lower BREC’s rating
including our assessment of the likelihood of success in 1mp1ement1ng the numerous mitigation
strategies on the drawing board. Of particular interest to the rafing review is'the degree to which
BREC’s future financial results will depend upon the margms from ‘the unregulated wholesale

of the cooperative’s ability to secure needed rate 1ncreéees from the non smelter member load.
The rating could also be negatwely affected should efforts to shore up external hquldlty sources

particularly with the lack of a clear regul tory ‘mech 1sm in place

Big Rivers Electric Corporation.:.i lectrlc generatlon and transmission cooperative
headquartered in Henderson, Kentucky:iand owned by its three member system distribution
cooperatives— Jackson Purchase Energy Corporatlon Kenergy Corp; and Meade County Rural
Electric Cooperative Corporation. These member system cooperatives provide retail electric
power and energy to approxnnately 113 000 residential, commercial, and industrial customers in

22 Western Kentucky~c untles R
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Billie Richert

From: Billie Richert

Sent: Wednesday, February 06, 2013 11:46 AM
To: 'Rose, Kevin'

Subject: RE: Draft Press Release for review
Kevin,

! have a few comments. Can you call me 270-844-61907

Thanks,
Billie

From: Rose, Kevin [mailto:Kevin.Rose@moodys.com]
Sent: Wednesday, February 06, 2013 6:29 AM

To: Billie Richert

Subject: Draft Press Release for review
Importance: High

Billie:

As previously mentioned, the attached is for your review prior to our publishing later today.

“l am sending the attached research / Press Release for your review, fo give you the opportunity fo draw attention to any
factual errors and/or inadvertent disclosure of confidential information. However, please note that under our policies, MIS
retains ultimate editorial control over the form and content of all its publications. MIS will not accept other changes from an
issuer that would alter the meaning or tone of our opinions or credit rating announcements. Please note that this draft
research is strictly confidential and you may not disclose if fo any other person except: (i) to your legal counsel acting in
their capacity as such; (ii) to your other authorized agents acting in their capacity as such; and (iii) as required by law or
regulation.

Please provide any feedback by no later than 12:00 noon today and understand that we may issue the Press Release
whether or not you have responded.”

Regards,

Kevin

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center

250 Greenwich St.

New York, NY 10007

www.moodys.com
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The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.
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Billie Richert

From: Rose, Kevin <Kevin.Rose@moodys.com>

Sent: Wednesday, February 06, 2013 6:29 AM

To: Billie Richert

Subject: Draft Press Release for review

Attachments: Big Rivers Draft PR Feb 6 2013 to BREC for review.docx
Importance: High

Billie:

As previously mentioned, the attached is for your review prior to our publishing later today.

“l am sending the attached research / Press Release for your review, to give you the opportunity to draw affention fo any
factual errors and/or inadvertent disclosure of confidential information. However, please note that under our policies, MIS
retains ultimate editorial control over the form and content of all its publications. MIS will not accept other changes from an
issuer that would alter the meaning or tone of our opinions or credit rating announcements. Please note that this draft
research is strictly confidential and you may not disclose it to any other person except: (i) to your legal counsel acting in
their capacity as such; (ii) to your other authorized agents acting in their capacity as such; and (iij) as required by law or
regulation.

Please provide any feedback by no later than 12:00 noon foday and understand that we may issue the Press Release
whether or not you have responded.”

Regards,

Kevin

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message(jaselwo.2012_00492
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Moody’s downgrades rating of County of Ohio, Kentucky (Big Rivers Electric Corporation
Project) to Bal from Baa2; rating remains under review for further downgrade

$83.3 million of securities affected

Moody's Investors Service downgraded the senior secured rating of $83.3 million of County of
Ohio, Kentucky (the county) Pollution Control Refunding Revenue Bonds (Big Rivers Electric
Corporation Project) to Bal from Baa2. The rating, which had been placed under review for

downgrade on August 21, 2012, remains under review for further downgrade.

“The rating downgrade related to the aforementioned bonds, which were prevmusly sued: by the
county on behalf of Big Rivers Electric Corporation (BREC), reflects the mgmﬁcanﬂy increased
financial and operating risks for BREC due to the January 31, 2013 announcement by Alcan
Corporation that its subsidiary, Alcan Primary Products Corporation. (Rio. Tinto Alcan) issued a
12-month notice to terminate its power contract with BREC”, said Ke \Rose Vice President-
Senior Analyst. This announcement follows the August 20, 2012 announcement by Century
Aluminum Company that its subsidiary, Century Aluminuftiiof tucky issued a 12-month
notice to terminate its power contract with BREC. Both announ; _ments cite that smelter
operations at Rio Tinto Alcan’s Sebree smelter and:C ntury 'S Hawesvﬂle smelter are not
economically viable with current contract power rates, and~under current market conditions. “On
a combined basis, one of BREC’s three member-ownet rs, Kénergy Corp., has been serving the
two aluminum smelters comprising roughly:two-thirds:of BREC’s annual energy sales and
accounting for just under 60% of its system emand"“and, in excess of 60% of annual revenues”,
Rose added.

Despite the fact that BREC will oontmue 'ecelvmg revenues from base energy charges over the
respective 12 month notice perlods (endlng ‘August 20, 2013 in the case of Century and January
31, 2014 in the case of Rio Tinto Alcan) the rating remains under review for downgrade,
reﬂectmg the uncertainty concerning BREC’s mitigation strategies under consideration,
including whether BREC will obtain approval from the Kentucky Public Service Commission
(KPSC) for 51gmﬁcant rate :increases to address anticipated revenue shortfalls. Moody’s notes
that BREC is among the few ielectric generation and transmission cooperatlves subject to rate
regulation, which catf’ sometlmes pose challenges in 1mplement1ng timely rate increases. In
addition to morii ring the recently filed request for a rate increase at the KPSC, the rating
review Will also cenSider BREC’s prospects for mitigating the impact from the termination
notice through other steps, including through shoring up liquidity, entering into bilateral sales
af"ange ent "makmg short-term off system sales in the wholesale market; participating in the
capacxty markets; temporarily idling generation and reducing staff; and possibly selling
generatm assets
"
BREC filed a rate case with the KPSC on January 15, 2013, seeking approval for a $74.5 million
rate increase. While the substantial majority of this sizable request is due to impending load loss
when Century’s notice period expires, additional amounts would make up for declining margins
from off system sales and other cost pressures. The actual percentage rate impact would vary by
customer class and we note the availability of funds in transition reserve accounts that can be
used to offset the significant impact for the rural (non-smelter) customer class. Since filing its
rate case in January, BREC has responded to additional data requests from the KPSC and is
Case No. 2012-00492
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requesting that new rates become effective August 21, 2013. If the case is not decided by then,
BREC would be permitted under state statutes to implement the rate increase, subject to refund,
pending a final KPSC decision in the rate case.

In terms of liquidity, BREC has a cash balance in excess of $100 million available to repay its
impending $58.8 million tax-exempt debt maturity on June 1, 2013 and external liquidity is
currently comprised of $100 million of multi-year revolving credit facilities evenly split between
National Rural Utilities Cooperative Finance Corporation and CoBank. Maintaining access to
these facilities to supplement its internally generated cash flow in the face of ex1st1ng hallenges
will be integral to BREC’s credit profile going forward.

In light of the rating review for possible downgrade and the uncertainty at’ BREC that persasts
following the announcements by Century and Rio Tinto, the rating is not hkely to be upgraded or
stabilized in the near term. Several factors are likely to cause us to further lower BREC’s rating
1nclud1ng our assessment of the 11ke11hood of success in 1mp1ement1ng the numerous mmga’non

headquartered in Henderson, Kentucky ‘and owned by its three member system distribution
cooperatives— Jackson Purchase Energy Corporatlon Kenergy Corp; and Meade County Rural
Electric Cooperative Corporation. These member system cooperatives provide retail electric
power and energy to approximately 113,000 residential, commercial, and industrial customers in
22 Western Kentucky counties.
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Billie Richert

From: Billie Richert

Sent: Monday, February 04, 2013 11:58 AM

To: Rose, Kevin <Kevin.Rose@moodys.com> (Kevin.Rose@moodys.com)
Subject: Preliminary 2012 Results

Attachments: BREC RUS Part A - 1212 Preliminary.pdf

Riflie Richert, CPA, CITP

VP Accounting, Rates and CFO
Big Rivers Electric Corporation
201 Third Street

Henderson, KY 42420

Corporate: (270) 827-2561
Office Direct: (270) 844-6190
Mobile: (270) 577-6221

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.
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UNITED STATES DEPARTMENT OF AGRICULTURE BORROWER DESIGNATION
RURAL UTILITIES SERVICE KY0062
FINANCIAL AND OPERATING REPORT
ELECTRIC POWER SUPPLY
PERIOD ENDED
PART A - FINANCIAL Dec-12
INSTRUCTIONS - See help in the online application.
SECTION A, STATEMENT OF OPERATIONS
YEAR-TO-DATE
LAST YEAR THIS YEAR BUDGET THIS MONTH

ITEM (a) {b) (&) (d)
1. Electric Energy Revenues 558,372,354.13 563,385,131.72 614,725,050.00 47,925,748.49
2. Income From Leased Property (Net) 0.00 0.00 0.00 0.00
3. -Other Operating Revenue and Income 3,616,877.57 4,957,104,01 4,011,500.00 361,084.00
4. Total Operation Revenues & Patronage

Capital(1 thru 3) 561,989,231.70 568,342,235.73 618,736,550.00 48,286,832.49
5. Operating Expense - Production - Excluding

Fuel 50,410,485.54 48,054,670.68 54,962,438.00 3,943,267.47
6. Operating Expense - Production - Fuel 226,229,049.99 226,368,922.34 240,841,163.00 21,249,081.05
7. Operating Expense - Other Power Supply 112,261,892.16 111,465,356,58 126,165,163.00 8,645,660.67
8. Operating Expense - Transmission 9,183,058.45 10,118,765.89 10,722,952.00 1,034,389.25
9. Operating Expense - RTO/ISO 2,529,531.67 2,262,434,76 2,470,652.00 193,126.93
10. Operating Expense - Distribution 0.00 0.00 0.00 0.00
11, Operating Expense - Customer Accounts 0.00 297,191.47 0.00 297,191 .47
12. Operating Expense - Customer Service &

Information 631,534.63 886,167.75 723,774.00 255,808.72
13. Operating Expense - Sales 185,003.78 191,20548 1,101,600.00 44,997.07
14, Operating Expense - Administrative & General 26,557,241.89 26,428,744 .85 25,925,640.00 2,622,045.28
15. Total Operation Expense (5 thru 14) 427,987,798.11 426,073,459.80 462,913,382.00 38,285,567.91
16. Maintenance Expense - Production 42,896,418.40 41,169,861.77 58,889,721.00 3,284,826.73
17. Maintenance Expense - Transmission 4,680,625.01 4,607,997.64 3,933,069.00 301,844.4]
18. Maintenance Expense - RTO/ISO 0.00 0.00 0.00 0.00
19. Maintenance Expense - Distribution 0.00 0.00 » 0.00 0.00
20. Maintenance Expense - General Plant 140,534.11 184,301.57 101,538.00 31,439.55
21. Total Maintenance Expense (16 thru 20) 47,717,577.52 45,962,160.98 62,924,328.00 3,618,110.69
22. Depreciation and Amartization Expense 35,406,805.68 41,090,390,70 41,910,892.00 3,425,585.83
23. Taxes 98,389.00 3,810.88 885.00 0.00
24, Intereston Long-Term Debt 45,715,143.94 45,032,787.47 44,647,132.00 3,798,588.59
25, Interest Charged to Construction - Credit <548,206.00:- 2766,677.00> -2678,117.00> <44,584.00>
26. Other Interest Expense 59,249.64 147,499.02 0.00 46,672.91
27. Asset Retirement Obligations 0.00 0.00 0.00 0,00
28. Other Deductions 220,434.26 546,328.23 415,812.00 121,400.56
29. Total Cost Of Electric Service

(15 + 21 thru 28) 556,657,192.15 558,089,760.08 612,134,314.00 49,251,342.49
30. Operating Margins (4 Tess 29) 5,332,039.55 10,252,475.65 6,602,236.00 <964,510.00>
31. Interest income 150,516.18 963,130.32 61,860.00 213,475:84
32. Allowance For Funds Used During Construction 0.00 0.00 0.00 0.00
33. Income (Loss) from Equity Investments 0.00 0.00 0.00 0.00
34, Other Non-operating income (Net) 9,288.48 0.00 0.00 0.00
35. Generation & Transmission Capital Credits 0.00 N 0.00 0.00 7 0.00
38. Other Capital Credits and Patronage Dividends 108,536.38 61,485.01 33,000.00 2,810.97
37. Extraordinary ltems 0.00 0.00 0.00 0.00
38. NetPatronage Capital Or Margins

(30 thru 37) 5,600,380.59 11,277,090.98 6,697,096.00 <748,223.19>

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

Revision Date 2010
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Teliminary

UNITED STATES DEPARTMENT OF AGRICULTURE

RURAL UTILITIES SERVICE

FINANCIAL AND OPERATING REPORT
ELECTRIC POWER SUPPLY

PART A - FINANCIAL

BORROWER DESIGNATION
KY0062

PERIOD ENDED
Dec-12

INSTRUCTIONS - See help in the online -application:

SECTION B. BALANCE SHEET

(5+14+27 thru 31)

1,546,677,921.05

ASSETS AND OTHER DEBITS LIABILITIES AND OTHER CREDITS
1. Total Utility Plant in Service 1,999,408,055.9% | 33, Memberships 75.00
2. Construction Work in Progress 50,813,642.99 34. Patronage Capital
3. Total Utility Plant (7 + 2) 2,050,221,698.98 a. Assigned and Assignable
4. Accum. Provision for Depreciation and ‘ b. Retired This year
Amort, 962,994,277.56 c. Retired Prior years
5. Net Utility Plant (3 - 4) 1,087,227,421.42 d. Net Patronage Capital (a-b-¢) 0.00
6. Non-Utility Property (Net) 0.00 | 35. Operating Margins - Prior Years <241,898,352.19>
7. investments.in Subsidiary Companies 0.00 | 36. Operating Margin - Current Year 10,313,960.66
8. Invest. in Assoc. Org. - Patronage Capital 3,682,912.51 | 37. Non-Operating Margins 639,960,667.52
9. Invest, in Assoc. Qrg. - Other - General
Funds 43,840,793.00 | 38. QOther Margins and Equities <5,494,663.80>
10. Invest. in Assoc: Org. - Other -
Nongeneral 39. Total Margins & Equities
Funds 0.00 (33 + 34d thru 38) 402,881,687.19
11, Investments in Economic Development 40, Long-Term Debt - RUS (Net) 210,359,050.37
Projects. 10,000.00 | 41. Long-Term Debt - FFB - RUS Guaranteed 0.00
42. Long-Term Debt - Other - RUS
12. Other Investments 5,333.85 | Guaranieed 0.00
13. Special Funds 180,633,438.55 | 43. Long-Term Debt - Other (Net) 634,958,421.53
14, Total Other Property And Investments 44, Long-Term Debt - RUS - Econ. Devel. (Net) 0.00
(6 thru 13) 228,172,477.91 | 45. Paymeiits - Unapplied 0.00
15. Cash - General Funds 7,311.28 | 46. Total Long-Term Debit (40 thru 44-45) 845,317,471.90
16. Cash - Construction Funds - Trustee 0.00 | 47. Obligations Under Capital Leases -
17. Special Deposits 598,486.43 Noncurrent 0.00
18. Temporary Investments 110,165,436.23 | 48. Accumulated Operating Provisions
19. Notes Receivable (Net) 0.00 and Asset Retirement Obligations 21,571,186.78
20. Accounts Receivable - Sales of 49. Total Other NonCurrent Liabilities
Energv (Net) 44,758,033.34 (47 +48) 21,571,186.78
21. Accounts Recelvable - Other (Net) 2,345,619.29 | 50. Notes Payable 0.00
22. Fuel Stock 34,145,612.19 [ 51. Accounts Payable 33,012,925.09
23, Renewable Energy Credits 0.00
24. Materials and Supplies - Other 24,957,072.86 | 52. Current Maturities Long-Term Debt 79,926,462.99
26. Prepaymenis 4,175,473.96 | 53. Current Maturities Long-Term Debt
26. Other Current.and Accrued Assels 1,276,192.74 - Rural Development 0.00
27. Total Current And Accrued Assets 54. Current Malurities Capital Leases 0.00
(15 thru 26) 222,429,238.32 | 55. Taxes Accrued 967,205.68
28. Unamortized Debt Discount & Extraor. 56. Interest Accrued 4,925,038.44
Prop: Losses 4,163,614.8]1 | 57. Other Current and Accrued Liabilities 9,987,629.09
28. Regulatory Assets 704,087.08 '
58. Total Current & Accrued Liabilities
30. Other Deferred Debits 3,981,081.51 (50 thru 57) 128,819,261.29
31. Accumulated Deferred Income Taxes 0.00 | 59. Deferrcd-Credits ) 148,088,313.89 |
680. Accumulated Deferred Income Taxes 0.00.
32. Total Assets And Other Debits 61. Total Liabilities and Other Credits

(38 + 46 + 49 + 58 thru 60)

1,546,677,921.05

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

Revision Date 2010
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Billie Richert

From: Rose, Kevin <Kevin.Rose@moodys.com>
Sent; Sunday, February 03, 2013 5:08 PM

To: Billie Richert

Subject: RE: Follow-up

Thanks, | will look forward to speaking tomorrow.

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Sunday, February 03, 2013 5:12 PM

To: Rose, Kevin

Subject: RE: Follow-up

Kevin,

That works. For 2012, Alcan revenues were $155.2m and Century revenues were $205.0m of total electric
energy revenues of $563.4m.

Billie

Sent via the Samsung Galaxy S™II1, an AT&T 4G LTE smartphone

"Rose, Kevin" <Kevin.Rose@moodys.com> wrote:
Billie:

If | have time zone differences correct, then | can call you tomorrow morning at 11:30 my time (10:30 your time). |
would also appreciate some info relating to the percentage of 2012 revenue contributed by Century and Alcan,
respectively, similar to what you provided in an e-mail back on August 12, 2012 for 2011 data.

THANKS!

Kevin Rose
Global Infrastructure and Finance Group
12.553.0389 tel
646.256.2741 mobile time Case No. 2012-00492
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212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Sunday, February 03, 2013 3:44 PM

To: Rose, Kevin

Subject: RE: Follow-up

Kevin,
I'm available after 10:30 to 1:00 CST and after 4:30.

Sent via the Samsung Galaxy S™MIII, an AT&T 4G LTE smartphone

"Rose, Kevin" <Kevin.Rose@moodys.com> wrote:
Billie: Is there a convenient time that [ can call you on Monday morning, preferably around 9:00 A.M. EST? Otherwise,
please let me know when | can call and | can try to be flexible. THANKS!

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Sunday, February 03, 2013 2:09 PM

To: Rose, Kevin

Subject: RE: Follow-up

Kevin,
Does this suffice?
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Thanks,
Billie

Sebree smelter ending contract - Owensboro Messenger-
Inguirer: Local News

Sebree smelter ending contract

By Joy Campbell Messenger-Inquirer | Posted: Saturday, February 2, 2013 12:00 am
Sebree Works Aluminum Smelter/Rio Tinto Alcan has given notice to Big Rivers Electric Corp. that it will end its power
contract in 12 months following the path that Century Aluminum, Hawesville, took last August.
The latest action leaves at least some of more than 1,800 direct jobs in iimbo at the two smelters and the utility while
they sort out their next moves.
You must be logged in with the proper services to print this article.
And Kenergy customers can expect another rate hike as wholesale supplier Big Rivers adjusts to losing about 70 percent
of its annual revenue.
"We've got a lot of work to do in this 12 months to find a soiution to lower our price for power," said Kenny Barkley,
senior labor relations, communications and external relations leader for the Sebree smelter. "We want to stay open.
Starting today, we're looking at what our alternatives are. Overall, to be sustainable, we have to have a lower power
rate."
Big Rivers officials said Friday they are now calculating the impact of this latest loss and anticipating a second rate
adjustment filing.
The Henderson-based, utility co-operative filed a rate increase application with the Kentucky Public Service Commission
Jan. 15 to deal with the loss of Century, its largest customer. If granted, that rate hike would boost the typical residential
customer's monthly bill by about $24.
The higher utility bills would come from requested flow-through rate increases from Big Rivers' three co-operative
members, Kenergy, Meade County Rural Electric Cooperative and Jackson Purchase Energy Cooperative,
The two aluminum smelters together buy about 65 percent of the power Big Rivers generates, and they provide about 70
percent of the utility's revenue.
Barkley said the Jan. 15 adjustment would mean a 16 percent increase for the Sebree aluminum plant.
"That, on top of what we're already paying, would be too difficult to sustain," he said.
Sebree Works and Century are now paying about $50 per megawatt hour under 15-year contracts the smelters
negotiated with Big Rivers effective in 2009.
"That (Jan. 15 proposed) increase will take us up to around $60," Barkley said. "The price of power for a smelter needs to
be in the $30s or low $40s. Around $40 is not a great rate, but it would help us to be sustainable.”
The Sebree smelter has about 500 employees. The Century Aluminum plant in Hawesville had about 700 employees last
August.
When Century gave its contract termination notice, officials said they would need a lower power rate and/or higher
aluminum price to keep the plant open.
Sebree Works "has done a lot of cost-cutting over the years to be more efficient,”" Barkley said. "We've done everything
we can to make us good stewards of the power we use."
The two largest efficiency measures were a $37 million refurbishing of its bake furnace and getting the best product for
the best price companywide, he said.
The bake furnace is used to bake anodes that go in the potlines. The upgrade allowed the plant to create safe and
efficient techniques and increase the metal the plant produces, Barkley said.
One power option for both smelters is to buy electricity at wholesale market price. In that scenario, Kenergy and Big
Rivers would have to agree to allow use of transmission lines, and the agreement would be subject to PSC approval. The
wholesale and distribution co-operatives could receive fees for that.
Big Rivers was disappointed in Rio Tinto's contract termination notice and a little surprised, said Marty Littrel, the utility's
manager of communications and community relations.
"They are a longtime, valuable customer, and we hate to end that 40-year business relationship,” he said. "We've been
working on a solution for both smelters. We're just sorry we weren't able to help them with the worldwide aluminum price
>roblem.”
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Big Rivers officials have said that aluminum trading prices were lower in 2009 when the new contract was signed than
they were during last summer's negotiations, and all parties were aware in 2009 that utility rates were projected to go
higher.

The utility will be working on a second rate filing to have in place before Jan. 31, 2014 when Sebree Works exits the
system, Littrel said.

'We're trying to evaluate the impact — answering the physical, legal and financial questions," he said. "We have options
and will pursue them. As you know we're working hard with others to attract new industries, and we will be successful in
time. We're also looking for other utilities to sell to."

Big Rivers hopes to gain ground in those areas before August when Century's contract ends.

It's not clear how much more rates could go up with both smelters gone from Big Rivers. Littrel said Big Rivers had just
received Sebree Works' termination notice, and he wanted to give the staff a chance to re-evaluate the rate analysis
before providing numbers that could change.

Alcan's and Century's gross electric energy revenues are about $360 million per year. With those power contracts ending,
Big Rivers will have an estimated $104 million revenue deficiency to make up through rate relief, Littrel said.

"The difference would be due to our cost cutting efforts. In the meantime, there are several studies (cost of service
models) that will be performed to firm up these estimates," he said.

Big Rivers has about 635 employees.

With fuel and labor force cited as the two largest cost areas, power plant shutdowns and layoffs will be under
consideration.

"As we start sharpening our pencil, our estimates could improve," Littrel said.

Joy Campbell, 691-7299, jcampbell@messenger-inquirer.com

From: Rose, Kevin [Kevin.Rose@moodys.com]
Sent: Sunday, February 03, 2013 12:07 PM
To: Billie Richert

Subject: RE: Follow-up

Hi Billie:

Thanks for the update. In addition to the letter you provided on Friday, can you steer me to the public disclosure to
:onfirm public nature of the information concerning Alcan’s notice of intent to terminate the contract. THANKS!

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel
646.256.2741 mobile
212.298.6466 fax
kevin.rose@moodys.com
Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007
www.moodys.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent; Saturday, February 02, 2013 11:19 AM

To: Rose, Kevin

Subject: Follow-up

Kevin,
Notice from Alcan is public information. Working on other items for you.

Billie

Rilfie Richert, CPA, CITP

/P Accounting, Rates and CFO Case No. 2012-00492
Big Rivers Electric Corporation Attachment for Response to KIUC 2-1
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201 Third Street
Henderson, KY 42420

Corporate: (270) 827-2561
Office Direct: {270) 844-6190
Mobile: (270) 577-6221

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. it may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not aliowed. If you receive this message and the information contained therein by emor, please contact the sender and
delete the material from your/any storage medium.

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. I%hﬁﬁ?bﬁf%l 05&32

intended recipient or an employee or agent responsible %t?a%%lfﬁé’ﬁ‘t’jf‘&% ﬁgésorgeszs?gfﬂ Cté\ei
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intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.
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Billie Richert

From: Rose, Kevin <Kevin.Rose@moodys.com>
Sent: Sunday, February 03, 2013 4:00 PM

To: Billie Richert

Subject: RE: Follow-up

Billie:

If | have time zone differences correct, then 1 can call you tomorrow morning at 11:30 my time {10:30 your time). |
would also appreciate some info relating to the percentage of 2012 revenue contributed by Century and Alcan,
respectively, similar to what you provided in an e-mail back on August 12, 2012 for 2011 data.

THANKS!

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile time
212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Sunday, February 03, 2013 3:44 PM

To: Rose, Kevin

Subject: RE: Follow-up

Kevin,
I'm available after 10:30 to 1:00 CST and after 4:30.

Sent via the Samsung Galaxy S™MIIL, an AT&T 4G LTE smartphone

"Rose, Kevin" <Kevin.Rose@moodys.com> wrote:
Billie: Is there a convenient time that | can call you on Monday morning, preferably around 9:00 A.M. EST? Otherwise,
please let me know when | can call and | can try to be flexible. THANKS!

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax

kevin.rose@moodys.com Case No. 2012-00492
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Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Sunday, February 03, 2013 2:09 PM

To: Rose, Kevin

Subject: RE: Follow-up

Kevin,
Does this suffice?

Thanks,
Billie

Sebree smelter ending contract - Owensboro Messenger-
Inguirer: Local News

Sebree smelter ending contract

By Joy Campbell Messenger-Inquirer | Posted: Saturday, February 2, 2013 12:00 am
Sebree Works Aluminum Smelter/Rio Tinto Alcan has given notice to Big Rivers Electric Corp. that it will end its power
contract in 12 months following the path that Century Aluminum, Hawesville, took last August.
The latest action leaves at least some of more than 1,800 direct jobs in limbo at the two smelters and the utility while
they sort out their next moves,
You must be logged in with the proper services to print this article.
And Kenergy customers can expect another rate hike as wholesale supplier Big Rivers adjusts to losing about 70 percent
of its annual revenue.
"We've got a lot of work to do in this 12 months to find a solution to lower our price for power," said Kenny Barkley,
senior labor relations, communications and external relations leader for the Sebree smelter. "We want to stay open.
Starting today, we're looking at what our alternatives are. Overall, to be sustainable, we have to have a lower power
rate.”
Big Rivers officials said Friday they are now calculating the impact of this latest loss and anticipating a second rate
adjustment filing.
The Henderson-based, utility co-operative filed a rate increase application with the Kentucky Public Service Commission
Jan. 15 to deal with the loss of Century, its largest customer. If granted, that rate hike would boost the typical residential
customer's monthly bill by about $24.
The higher utility bills would come from requested flow-through rate increases from Big Rivers' three co-operative
members, Kenergy, Meade County Rural Electric Cooperative and Jackson Purchase Energy Cooperative.
The two aluminum smelters together buy about 65 percent of the power Big Rivers generates, and they provide about 70
percent of the utility's revenue.
Barkley said the Jan. 15 adjustment would mean a 16 percent increase for the Sebree aluminum plant.
"That, on top of what we're already paying, would be too difficult to sustain," he said.
Sebree Works and Century are now paying about $50 per megawatt hour under 15-year contracts the smelters
negotiated with Big Rivers effective in 2009.
"That (Jan. 15 proposed) increase will take us up to around $60," Barkley said. "The price of power for a smelter needs to
be in the $30s or low $40s. Around $40 is not a great rate, but it would help us to be sustainable(Case No. 2012-00492
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The Sebree smelter has about 500 employees. The Century Aluminum plant in Hawesville had about 700 employees last
August.

When Century gave its contract termination notice, officials said they would need a lower power rate and/or higher
aluminum price to keep the plant open.

Sebree Works "has done a lot of cost-cutting over the years to be more efficient,” Barkley said. "We've done everything
we can to make us good stewards of the power we use."

The two largest efficiency measures were a $37 million refurbishing of its bake furnace and getting the best product for
the best price companywide, he said.

The bake furnace is used to bake anodes that go in the potlines, The upgrade allowed the plant to create safe and
efficient techniques and increase the metal the plant produces, Barkley said.

One power option for both smelters is to buy electricity at wholesale market price. In that scenario, Kenergy and Big
Rivers would have to agree to allow use of transmission lines, and the agreement would be subject to PSC approval. The
wholesale and distribution co-operatives could receive fees for that.

Big Rivers was disappointed in Rio Tinto's contract termination notice and a little surprised, said Marty Littrel, the utility's
manager of communications and community relations.

"They are a longtime, valuable customer, and we hate to end that 40-year business relationship,” he said. "We've been
working on a solution for both smelters. We're just sorry we weren't able to help them with the worldwide aluminum price
problem.”

Big Rivers officials have said that aluminum trading prices were lower in 2009 when the new contract was signed than
they were during last summer’s negotiations, and all parties were aware in 2009 that utility rates were projected to go
higher,

The utility will be working on a second rate filing to have in place before Jan. 31, 2014 when Sebree Works exits the
system, Littrel said.

"We're trying to evaluate the impact — answering the physical, legal and financial questions,” he said. "We have options
and will pursue them. As you know we're working hard with others to attract new industries, and we will be successful in
time. We're also looking for other utilities to sell to."

Big Rivers hopes to gain ground in those areas before August when Century's contract ends.

It's not clear how much more rates could go up with both smelters gone from Big Rivers. Littrel said Big Rivers had just
received Sebree Works' termination notice, and he wanted to give the staff a chance to re-evaluate the rate analysis
before providing numbers that could change.

Alcan's and Century's gross electric energy revenues are about $360 million per year, With those power contracts ending,
Big Rivers will have an estimated $104 million revenue deficiency to make up through rate relief, Littrel said.

"The difference would be due to our cost cutting efforts. In the meantime, there are several studies (cost of service
models) that will be performed to firm up these estimates," he said.

Big Rivers has about 635 employees.

With fuel and labor force cited as the two largest cost areas, power plant shutdowns and layoffs will be under
consideration.

"As we start sharpening our pencil, our estimates could improve,” Littrel said.

Joy Campbell, 691-7299, jcampbell@messenger-inguirer.com

From: Rose, Kevin [Kevin.Rose@moodys.com]
Sent: Sunday, February 03, 2013 12:07 PM
To: Billie Richert

Subject: RE: Follow-up

Hi Billie:

Thanks for the update. in addition to the letter you provided on Friday, can you steer me to the public disclosure to
confirm public nature of the information concerning Alcan’s notice of intent to terminate the contract. THANKS!

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center Case No. 2012-00492

Attachment for Response to KIUC 2-1
3 Witness: Billie J. Richert
Page 143 of 167



mailto:jcampbell@messenqer-inauirer.com
http://kevin.rose(ii).moodvs.com

250 Greenwich St.
New York, NY 10007
www.moodys.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Saturday, February 02, 2013 11:19 AM

To: Rose, Kevin

Subject: Follow-up

Kevin,
Notice from Alcan is public information. Working on other items for you.

Billie

Riflie Richert, CPA, CITP

VP Accounting, Rates and CFO
Big Rivers Electric Corporation
201 Third Street

Henderson, KY 42420

Corporate: (270) 827-2561
Office Direct: (270) 844-6190
Mobile: (270) 577-6221

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. it may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this e~mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-maill message.

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
Jelete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail n@@ﬁﬁé@? 3@121&(1492
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as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.

Case No. 2012-00492
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Billie Richert

From: Rose, Kevin <Kevin.Rose@moodys.com>
Sent: Sunday, February 03, 2013 1:57 PM

To: Billie Richert

Subject: RE: Follow-up

Billie: Is there a convenient time that | can call you on Monday morning, preferably around 9:00 A.M. EST? Otherwise,
please let me know when | can call and | can try to be flexible. THANKS!

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Sunday, February 03, 2013 2:09 PM

To: Rose, Kevin

Subject: RE: Follow-up

Kevin,
Does this suffice?

Thanks,
Billie

Sebree smelter ending contract - Owensboro Messenger-
Inguirer: Local News

Sebree smelter ending contract

By Joy Campbell Messenger-Inquirer | Posted: Saturday, February 2, 2013 12:00 am

Sebree Works Aluminum Smelter/Rio Tinto Alcan has given notice to Big Rivers Electric Corp. that it will end its power
contract in 12 months following the path that Century Aluminum, Hawesville, took last August.

The latest action leaves at least some of more than 1,800 direct jobs in limbo at the two smelters and the utility while
they sort out their next moves.

You must be logged in with the proper services to print this article.

\nd Kenergy customers can expect another rate hike as wholesale supplier Big Rivers adjusts to losing about 70 percent

of its annual revenue. Case No. 2012-00492
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"We've gat a lot of work to do in this 12 months to find a solution to lower our price for power," said Kenny Barkley,
senior labor relations, communications and external relations leader for the Sebree smelter. "We want to stay open.
Starting today, we're looking at what our alternatives are. Overall, to be sustainable, we have to have a lower power
rate.”

Big Rivers officials said Friday they are now calculating the impact of this latest loss and anticipating a second rate
adjustment filing.

The Henderson-based, utility co-operative filed a rate increase application with the Kentucky Public Service Commission
Jan. 15 to deal with the loss of Century, its largest customer. If granted, that rate hike would boost the typical residential
customer's monthly bill by about $24.

The higher utility bills would come from requested flow-through rate increases from Big Rivers' three co-operative
members, Kenergy, Meade County Rural Electric Cooperative and Jackson Purchase Energy Cooperative.,

The two aluminum smelters together buy about 65 percent of the power Big Rivers generates, and they provide about 70
percent of the utility's revenue.

Barkley said the Jan. 15 adjustment would mean a 16 percent increase for the Sebree aluminum plant.

"That, on top of what we're already paying, would be too difficult to sustain,” he said.

Sebree Works and Century are now paying about $50 per megawatt hour under 15-year contracts the smelters
negotiated with Big Rivers effective in 2009.

"That (Jan. 15 proposed) increase will take us up to around $60," Barkley said. "The price of power for a smelter needs to
be in the $30s or low $40s. Around $40 is not a great rate, but it would help us to be sustainable."

The Sebree smelter has about 500 empioyees. The Century Aluminum plant in Hawesville had about 700 employees last
August.

When Century gave its contract termination notice, officials said they would need a lower power rate and/or higher
aluminum price to keep the plant open.

Sebree Works "has done a lot of cost-cutting over the years to be more efficient," Barkley said. "We've done everything
we can to make us good stewards of the power we use.”

The two largest efficiency measures were a $37 million refurbishing of its bake furnace and getting the best product for
the best price companywide, he said.

The bake furnace is used to bake anodes that go in the potlines. The upgrade allowed the plant to create safe and
efficient techniques and increase the metal the plant produces, Barkley said.

One power option for both smelters is to buy electricity at wholesale market price. In that scenario, Kenergy and Big
Rivers would have to agree to allow use of transmission lines, and the agreement would be subject to PSC approval. The
wholesale and distribution co-operatives could receive fees for that.

Big Rivers was disappointed in Rio Tinto's contract termination notice and a little surprised, said Marty Littrel, the utility's
managder of communications and community relations.

"They are a longtime, valuable customer, and we hate to end that 40-year business relationship,” he said. "We've been
working on a solution for both smeiters. We're just sorry we weren't able to help them with the worldwide aluminum price
problem."

Big Rivers officials have said that aluminum trading prices were lower in 2009 when the new contract was signed than
they were during last summer's negotiations, and all parties were aware in 2009 that utility rates were projected to go
higher.

The utility will be working on a second rate filing to have in place before Jan. 31, 2014 when Sebree Works exits the
system, Littrel said.

"We're trying to evaluate the impact — answering the physical, legal and financial questions,” he said. "We have options
and will pursue them. As you know we're working hard with others to attract new industries, and we will be successful in
time. We're also looking for other utilities to sell to."

Big Rivers hopes to gain ground in those areas before August when Century's contract ends.

It's not clear how much more rates could go up with both smelters gone from Big Rivers. Littrel said Big Rivers had just
received Sebree Works' termination notice, and he wanted to give the staff a chance to re-evaluate the rate analysis
before providing numbers that could change.

Alcan's and Century's gross electric energy revenues are about $360 million per year. With those power contracts ending,
Big Rivers will have an estimated $104 million revenue deficiency to make up through rate relief, Littrel said.

"The difference would be due to our cost cutting efforts. In the meantime, there are several studies (cost of service
models) that will be performed to firm up these estimates," he said.

Big Rivers has about 635 employees.

with fuel and labor force cited as the two largest cost areas, power plant shutdowns and layoffs will be under
consideration.

"As we start sharpening our pencil, our estimates could improve,” Littrel said.

Joy Campbell, 691-7299, jcampbell@messenger-inquirer.com Case No. 2012-00492
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Billie Richert

From: Billie Richert

Sent: Sunday, February 03, 2013 1:09 PM
To: Rose, Kevin

Subject: RE: Follow-up

Kevin,

Does this suffice?

Thanks,
Billie

Sebree smelter ending contract - Owensboro Messenger-
Inguirer: Local News

Sebree smelter ending contract

By Joy Campbell Messenger-Inquirer | Posted: Saturday, February 2, 2013 12:00 am

Sebree Works Aluminum Smelter/Rio Tinto Alcan has given notice to Big Rivers Electric Corp. that it will end its power
contract in 12 months following the path that Century Aluminum, Hawesville, took last August.

The latest action leaves at least some of more than 1,800 direct jobs in limbo at the two smelters and the utility while
they sort out their next moves.

You must be logged in with the proper services to print this article.

And Kenergy customers can expect another rate hike as wholesale supplier Big Rivers adjusts to losing about 70 percent
of its annual revenue.

"We've got a lot of work to do in this 12 months to find a solution to lower our price for power," said Kenny Barkley,
senior labor relations, communications and external relations leader for the Sebree smelter. "We want to stay open.
Starting today, we're looking at what our alternatives are. Overall, to be sustainable, we have to have a lower power
rate."

Big Rivers officials said Friday they are now calculating the impact of this latest loss and anticipating a second rate
adjustment filing.

The Henderson-based, utility co-operative filed a rate increase application with the Kentucky Public Service Commission
Jan. 15 to deal with the loss of Century, its largest customer. If granted, that rate hike would boost the typical residential
customer's monthly bill by about $24.

The higher utility bills would come from requested flow-through rate increases from Big Rivers' three co-operative
members, Kenergy, Meade County Rural Electric Cooperative and Jackson Purchase Energy Cooperative.

The two aluminum smelters together buy about 65 percent of the power Big Rivers generates, and they provide about 70
percent of the utility's revenue.

Barkley said the Jan. 15 adjustment would mean a 16 percent increase for the Sebree aluminum plant.

"That, on top of what we're already paying, would be too difficult to sustain," he said.

Sebree Works and Century are now paying about $50 per megawatt hour under 15-year contracts the smelters
negotiated with Big Rivers effective in 2009.

"That (Jan. 15 proposed) increase will take us up to around $60," Barkley said. "The price of power for a smelter needs to
be in the $30s or low $40s. Around $40 is not a great rate, but it would help us to be sustainable."

The Sebree smelter has about 500 employees. The Century Aluminum plant in Hawesville had about 700 employees last
August.

When Century gave its contract termination notice, officials said they would need a lower power rate and/or higher
aluminum price to keep the plant open.

Sebree Works "has done a lot of cost-cutting over the years to be more efficient," Barkley said. "We've done everything
we can to make us good stewards of the power we use."

The two largest efficiency measures were a $37 million refurbishing of its bake furnace and getting the best product for

the best price companywide, he said.
Case No. 2012-00492
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The bake furnace is used to bake anodes that go in the potlines. The upgrade allowed the plant to create safe and
efficient techniques and increase the metal the plant produces, Barkley said.

One power option for both smelters is to buy electricity at wholesale market price. In that scenario, Kenergy and Big
Rivers would have to agree to allow use of transmission lines, and the agreement would be subject to PSC approval. The
wholesale and distribution co-operatives could receive fees for that.

Big Rivers was disappointed in Rio Tinto's contract termination notice and a little surprised, said Marty Littrel, the utility's
manager of communications and community relations.

"They are a longtime, valuable customer, and we hate to end that 40-year business relationship," he said. "We've been
working on a solution for both smelters. We're just sorry we weren't able to help them with the worldwide aluminum price
problem."”

Big Rivers officials have said that aluminum trading prices were lower in 2009 when the new contract was signed than
they were during last summer’'s negotiations, and all parties were aware in 2009 that utility rates were projected to go
higher.

The utility will be working on a second rate filing to have in place before Jan. 31, 2014 when Sebree Works exits the
system, Littrel said.

"We're trying to evaluate the impact — answering the physical, legal and financial questions,” he said. "We have options
and will pursue them. As you know we're working hard with others to attract new industries, and we will be successful in
time. We're also looking for other utilities to sell to."

Big Rivers hopes to gain ground in those areas before August when Century's contract ends.

It's not clear how much more rates could go up with both smelters gone from Big Rivers. Littrel said Big Rivers had just
received Sebree Works' termination notice, and he wanted to give the staff a chance to re-evaluate the rate analysis
before providing numbers that could change.

Alcan's and Century's gross electric energy revenues are about $360 million per year. With those power contracts ending,
Big Rivers will have an estimated $104 million revenue deficiency to make up through rate relief, Littrel said.

"The difference would be due to our cost cutting efforts, In the meantime, there are several studies (cost of service
models) that will be performed to firm up these estimates,” he said.

Big Rivers has about 635 employees.

With fuel and labor force cited as the two largest cost areas, power plant shutdowns and layoffs will be under
consideration.

"As we start sharpening our pencil, our estimates could improve,” Littrel said.

Joy Campbell, 691-7299, jcampbell@messenger-inquirer.com

From: Rose, Kevin [Kevin.Rose@moodys.com]
Sent: Sunday, February 03, 2013 12:07 PM
To: Billie Richert

Subject: RE: Follow-up

Hi Billie:

Thanks for the update. In addition to the letter you provided on Friday, can you steer me to the public disclosure to
confirm public nature of the information concerning Alcan’s natice of intent to terminate the contract. THANKS!

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel
646.256.2741 mobile
212.298.6466 fax
kevin.rose@moodys.com
Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007
www.moodys.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Saturday, February 02, 2013 11:19 AM

To: E{ose., Kel;/in Case No. 2012-00492
Subject: Follow-up Attachment for Response to KIUC 2-1
2 Witness: Billie J. Richert
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Kevin,
Notice from Alcan is public information. Working on other items for you.

Billie

Rillie Richert, CPA, CITP

VP Accounting, Rates and CFO
Big Rivers Electric Corporation
201 Third Street

Henderson, KY 42420

Corporate: (270) 827-2561
Office Direct: (270) 844-6190
Mobile: (270) 577-6221

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. it may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.

Case No. 2012-00492
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From: Rose, Kevin [Kevin.Rose@moodys.com]
Sent: Sunday, February 03, 2013 12:07 PM
To: Billie Richert

Subject: RE: Follow-up

Hi Billie:

Thanks for the update. In addition to the letter you provided on Friday, can you steer me to the public disclosure to
confirm public nature of the information concerning Alcan’s notice of intent to terminate the contract. THANKS!

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel
646.256.2741 mobile
212.298.6466 fax
kevin.rose@moodys.com
Moody's Investors Service
7 World Trade Center

250 Greenwich St.

New York, NY 10007
www.moodys.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Saturday, February 02, 2013 11:19 AM

To: Rose, Kevin

Subject: Follow-up

Kevin,
Notice from Alcan is public information. Working on other items for you.

Billie

Riffie Richert, CPA, CITP

VP Accounting, Rates and CFO
Big Rivers Electric Corporation
201 Third Street

Henderson, KY 42420

Corporate: (270) 827-2561
Office Direct: (270) 844-6190
Mobile: (270) 577-6221

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. it may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this e-mail message, and any attachment th@%?sté)N(}SZOIZ—OOleZ

confidential and may not be disclosed without our expre%tt%%ﬁ%gfl%%r ﬁgsﬁg%saergo %ﬁ]érf_l
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intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-maill and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mall message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.

Case No. 2012-00492
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Billie Richert

From: Rose, Kevin <Kevin.Rose@moodys.com>
Sent: Sunday, February 03, 2013 1:55 PM

To: Billie Richert

Subject: RE: Follow-up

| will ask internally if this together with the letter is sufficient for now. THANKS.

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

From: Billie Richert [ mailto:Billie.Richert@bigrivers.com]
Sent: Sunday, February 03, 2013 2:09 PM

To: Rose, Kevin

Subject: RE: Follow-up

Kevin,
Does this suffice?

Thanks,
Billie

Sebree smelter ending contract - Owensboro Messenger-
Inguirer: Local News

Sebree smelter ending contract

By Joy Campbell Messenger-Inquirer | Posted: Saturday, February 2, 2013 12:00 am

Sebree Works Aluminum Smelter/Rio Tinto Alcan has given notice to Big Rivers Electric Corp. that it will end its power
contract in 12 months following the path that Century Aiuminum, Hawesville, took last August.

The latest action leaves at least some of more than 1,800 direct jobs in limbo at the two smelters and the utility while
they sort out their next moves.

You must be logged in with the proper services to print this article.

And Kenergy customers can expect another rate hike as wholesale supplier Big Rivers adjusts to losing about 70 percent
of its annual revenue.

"We've got a lot of work to do in this 12 months to find a solution to lower our price for power, id Ki 61 o
senior labor relations, communications and external relations leader for the Jgebre smelter, " éﬂ% % (0492
Ronent f'o esponse t C2-1
1 Witness: Billie J. Richert
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Starting today, we're looking at what our alternatives are. Overall, to be sustainable, we have to have a lower power
rate."

Big Rivers officials said Friday they are now calculating the impact of this latest loss and anticipating a second rate
adjustment filing.

The Henderson-based, utility co-operative filed a rate increase application with the Kentucky Public Service Commission
Jan. 15 to deal with the loss of Century, its largest customer. If granted, that rate hike would boost the typical residential
customer’s monthly bill by about $24.

The higher utility bills would come from requested flow-through rate increases from Big Rivers' three co-operative
members, Kenergy, Meade County Rural Electric Cooperative and Jackson Purchase Energy Cooperative.

The two aluminum smelters together buy about 65 percent of the power Big Rivers generates, and they provide about 70
percent of the utility's revenue,

Barkley said the Jan. 15 adjustment would mean a 16 percent increase for the Sebree aluminum plant.

"That, on top of what we're already paying, would be too difficult to sustain," he said.

Sebree Works and Century are now paying about $50 per megawatt hour under 15-year contracts the smelters
negotiated with Big Rivers effective in 2009.

"That (Jan. 15 proposed) increase will take us up to around $60," Barkley said. "The price of power for a smelter needs to
be in the $30s or low $40s. Around $40 is not a great rate, but it would help us to be sustainable.”

The Sebree smelter has about 500 employees. The Century Aluminum plant in Hawesville had about 700 employees last
August.

When Century gave its contract termination notice, officials said they would need a lower power rate and/or higher
aluminum price to keep the plant open.

Sebree Works "has done a lot of cost-cutting over the years to be more efficient,” Barkley said. "We've done everything
we can to make us good stewards of the power we use.”

The two largest efficiency measures were a $37 million refurbishing of its bake furnace and getting the best product for
the best price companywide, he said.

The bake furnace is used to bake anodes that go in the potlines. The upgrade allowed the plant to create safe and
efficient techniques and increase the metal the plant produces, Barkley said.

One power option for both smelters is to buy electricity at wholesale market price. In that scenario, Kenergy and Big
Rivers would have to agree to allow use of transmission lines, and the agreement would be subject to PSC approval. The
wholesale and distribution co-operatives could receive fees for that.

Big Rivers was disappointed in Rio Tinto's contract termination notice and a little surprised, said Marty Littrel, the utility's
manager of communications and community relations.

"They are a longtime, valuable customer, and we hate to end that 40-year business relationship,” he said. "We've been
working on a solution for both smelters. We're just sorry we weren't able to help them with the worldwide aluminum price
problem.”

Big Rivers officials have said that aluminum trading prices were lower in 2009 when the new contract was signed than
they were during last summer's negotiations, and all parties were aware in 2009 that utility rates were projected to go
higher.

The utility will be working on a second rate filing to have in place before Jan. 31, 2014 when Sebree Works exits the
system, Littrel said.

"We're trying to evaluate the impact — answering the physical, legal and financial questions," he said. "We have options
and will pursue them. As you know we're working hard with others to attract new industries, and we will be successful in
time. We're also looking for other utilities to sell to."

Big Rivers hopes to gain ground in those areas before August when Century's contract ends.

It's not clear how much more rates could go up with both smelters gone from Big Rivers. Littrel said Big Rivers had just
received Sebree Works' termination notice, and he wanted to give the staff a chance to re-evaluate the rate analysis
before providing numbers that could change.

Alcan's and Century's gross electric energy revenues are about $360 million per year. With those power contracts ending,
Big Rivers will have an estimated $104 million revenue deficiency to make up through rate relief, Littrel said.

"The difference would be due to our cost cutting efforts. In the meantime, there are several studies (cost of service
models) that will be performed to firm up these estimates,” he said.

Big Rivers has about 635 employees.

With fuel and labor force cited as the two largest cost areas, power plant shutdowns and layoffs will be under
consideration.

"As we start sharpening our pencil, our estimates could improve," Littrel said.

Joy Campbell, 691-7299, jcampbell@messenger-ingquirer.com
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From: Rose, Kevin [Kevin.Rose@moodys.com]
Sent: Sunday, February 03, 2013 12:07 PM
To: Billie Richert

Subject: RE: Follow-up

Hi Billie:

Thanks for the update. In addition to the letter you provided on Friday, can you steer me to the public disclosure to
confirm public nature of the information concerning Alcan’s notice of intent to terminate the contract. THANKS!

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel
646.256.2741 mobile
212.298.6466 fax
kevin.rose@moodys.com
Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007
www.moodys.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Saturday, February 02, 2013 11:19 AM

To: Rose, Kevin

Subject: Follow-up

Kevin,
Notice from Alcan is public information. Warking on other items for you.

Billie

Rillfie Richert, CPA, CITP

VP Accounting, Rates and CFO
Big Rivers Electric Corporation
201 Third Street

Henderson, KY 42420

Corporate: (270) 827-2561
Office Direct: (270) 844-6190
Mobile: (270) 577-6221

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in refiance upon, this information by persons or
entities other than the intended recipient is not aliowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this transmission is intended only for the person or entity fo which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. Ifcgggwgez@fﬁ_m2
intended recipient or an employee or agent responsible f&%ta%ﬁ%&l‘é?ﬁlﬁﬁ' ejé%ozrlllesses%gckfﬁctﬁx_el
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intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
-delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.

Case No. 2012-00492
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Billie Richert

From: Rose, Kevin <Kevin.Rose@moodys.com>
Sent: Sunday, February 03, 2013 12:07 PM

To: Billie Richert

Subject: RE: Follow-up

Hi Billie:

Thanks for the update. In addition to the letter you provided on Friday, can you steer me to the public disclosure to
confirm public nature of the information concerning Alcan’s notice of intent to terminate the contract. THANKS!

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center

250 Greenwich St.

New York, NY 10007

www.moodys.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Saturday, February 02, 2013 11:19 AM

To: Rose, Kevin

Subject: Follow-up

Kevin,
Notice from Alcan is public information. Working on other items for you.

Billie

Rillie Richert, CPA, CITP

VP Accounting, Rates and CFO
Big Rivers Electric Corporation
201 Third Street

Henderson, KY 42420

Corporate: (270) 827-2561
Office Direct: (270) 844-6190
Mobile: (270) 577-6221

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and

delete the material from your/any storage medium. Case No. 2012-00492
Attachment for Response to KIUC 2-1
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The information contained in this fransmission is intended only for the person or entity to which it is directly addressed or copied. it may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.
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Billie Richert

From: Billie Richert

Sent: Saturday, February 02, 2013 10:19 AM

To: Rose, Kevin <Kevin.Rose@moodys.com> (Kevin.Rose@moodys.com)
Subject: Follow-up

Kevin,

Notice from Alcan is public information. Working on other items for you.
Billie

Rillie Richert, CPA, CITP

VP Accounting, Rates and CFO
Big Rivers Electric Corporation
201 Third Street

Henderson, KY 42420

Corporate: (270) 827-2561
Office Direct: {270) 844-6190
Mobile: {(270) 577-6221

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. If may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. [f you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

Case No. 2012-00492

Attachment for Response to KIUC 2-1
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Billie Richert

From: Billie Richert

Sent: Friday, February 01, 2013 12:42 PM
To: 'Rose, Kevin'

Subject: RE: Alcan Termination Notice
Attachments: Alcan Termination Notice0001.pdf
Kevin,

Attached this time. Yes, the contract payment terms remain the same during the twelve month notice.

Billie

From: Rose, Kevin [mailto:Kevin.Rose@moodys.com]
Sent: Friday, February 01, 2013 12:30 PM

To: Billie Richert

Subject: RE: Alcan Termination Notice

Hi Billie:

| don't see the attachment. Could you please re-send. Also, do the same payment terms apply to Alcan under the
termination notice during the one year notice period as you had previously described when Century served notice in
August last year?

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 12:48 PM

To: Rose, Kevin

Subject: Alcan Termination Notice

Kevin,
Attached per your request.

Billie

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance ufora e INom201 B-804920r
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entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.
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ALCAN PRIMARY PRODUCTS CORPORATION

January 31, 2013

Mr. Gregory Starheim
President and CEO

Kenergy Corp.

Post Office:Box 18
Henderson, Kentucky 42419

Mr. Mark Bailey

President and CEO

Big Rivers Electric Corporation
201 Third Street |
Henderson, Kentucky 42420

Re:  Retail Electric Service Agreement
NOTICE OF TERMINATION

Gentlemen:

This letter constitutes written Notice of Termination, in accordance with Section 7.3.1 of
the Retail Electric Service Agreement, dated July 1, 2008 ("Agreement’), between Alcan
Primary Products Corporation ("APPC") a wholly-ewned subsidiary of Alcan Corporation, and
Kenergy Corp. ("Kenergy”). APPC is the owner and operator 6f:the aluminum smelter located
in Robards, Kentucky (the “Sebree Smelter”).

On January 18, 2013, Big Rivers Electric Corporation ("Big Rivers”) filed an Application
with the Kentucky Public Service Commission (the “KPSEC”) for an increase in base rates (the
“Application”). According to Big Rivers, the Application, if approved, would result in a rate
increase of nearly 16%. There is already substantial doubt that the Sebree Smelter is
sustainable at the current rate being charged to. APPC. The increase contemplated by
Application would remove all doubt whatsoever and ensure that the Sebree Smelter is
unprofitable and therefore unsustainable. Under the circumstances, APPC has no choice but to
furnish this Notice of Termination.

As you are aware, Section 7.3.1 of the Agreement requires the President of Alcan
Corporation, the corporate parent of APPC, to represent and warrant that (i) the decision to give
this Notice of Termination reflects a business judgment made in good faith to terminate and .
cease all aluminum smelting operations at the Sebree Smelter, and (i) it has no current
intention of re-commencing smelting operations at the Sebree Smelter. Under the present

Case No. 2012-00492
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circumstances Mr. Timothy Guerra the President of Alcan Corporation, miakes those

| am advised that, notwithstanding the notice of Century Aluminum of Kentucky
(“Century”) on August 20, 2012 to terminate its. Retail Electric:Service Agreement dated July 1,
2009, Big Rivers and Kenergy have entered into negotiations with .Century to waive the
obl;gatnons of Section 7.3.1 of the Agreement and to otherwise assist Century to access. market
powet in order to keep Century s Hawesville, Kentucky siriglter open beyond. August 20; 2013.
Big Rivers and Keriergy have consistently and routinely indicated that they would keep the
Sebree. Smeiter and Century's Hawesville smelter on equal footing in terms of their respective
agreements. Therefore, in the event APPC decides in the future that market power might be an
option to keep the Sebree Smelter operational, APPC would expect the samie accommodations
from Big Rivers and Kenergy on terms no less favorable than those offered to Gentury.

APPC appreciates the recent efforts of Big Rivers in offering proposals that would
restructure the rate formula and other basic terms and conditions of the Agreement, While we
are not in -agreement at the present time, we welcome continuation of those discussions dunng
the psndency of the rate case in hopes of reaching a mutually acceptable accord. We believe
that further discussions would not be inconsistent with this Notice of Termination and indeed are
appropriate in order to find ways to retain the jobs and preserve the ecoriomic benefits-of those
Jjobsforthe Commonivealth of Kentucky.

Should you have any questions about this Notice of Termination, please do not hesitate
10 contact me or any of my colleagues listed below.

ALCAN PRIMARY PRODUCTS CORPORATION

By:

cc! Mr. Serge Gosselin
Mr. Donald P. Seberger

Case No. 2012-00492
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ALCAN CORPORATION
87.70 West Bryn Mawr Avenue
Chicagg, lllinois 60631

Office of the President

CERTIFICATE

The undersigned, Timothy Guerra, a resident of the State of lliinois, hereby represents
and warrants that:

1. He is the duly elected President of Alcan Corporation, a Texas corporation (the
“Company”);

2. The Company is the owner of 100% of the issued and outstanding stock of Alcan
Primary Products Corporation, a Texas corporation ("APPC"). APPC is the owner
and operator 6f the aluminum smeltér located in Robards, Kentucky (the “Sebreev
Smelter”).

3. By letter dated and delivered concurrently herewith, APPC has furnished written
Notice of Termination in accordance with Section 7.3.1 of the Retail Electric Service
Agresment, dated July 1, 2009 (“Agreement’), between APPC and Kenergy Corp.
(the “Notice-of Termiﬁnation”);

4. The decisionto furnish the Notice of Termination reflects APPC’s and the Company'’s
business judgment made in good faith to terminate and cease all aluminum smelting
operations at the Sebree Smelter and that they have no current intention of
recommencing operations. at that location..

Dated as of the 31st day of January, 2013.

BY: oo VAT A
Timothy Guerrg
President /
ALCAN CORPORATION

Case No. 2012-00492

Attachment for Response to KIUC 2-1
Witness: Billie J. Richert
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Billie Richert

From: Rose, Kevin <Kevin.Rose@moodys.com>
Sent: Friday, February 01, 2013 12:30 PM

To: Billie Richert

Subject: RE: Alcan Termination Notice

Hi Billie:

I don't see the attachment. Could you please re-send. Also, do the same payment terms apply to Alcan under the
termination notice during the one year notice period as you had previously described when Century served notice in
August last year?

Kevin Rose

Global Infrastructure and Finance Group
212.553.0389 tel

646.256.2741 mobile

212.298.6466 fax
kevin.rose@moodys.com

Moody's Investors Service
7 World Trade Center
250 Greenwich St.

New York, NY 10007

www.moodys.com

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Friday, February 01, 2013 12:48 PM

To: Rose, Kevin

Subject: Alcan Termination Notice

Kevin,
Attached per your request.

Billie

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of
confidential and/or private nature. Any review, retfransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and
delete the material from your/any storage medium.

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received
this message in error, please immediately notify us by telephone, fax or e-mail and
delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well
Case No. 2012-00492
Attachment for Response to KIUC 2-1
1 Witness: Billie J. Richert
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as any attachment thereto, for viruses. We take no responsibility and have no liability
for any computer virus which may be transferred via this e-mail message.

Case No. 2012-00492

Attachment for Response to KIUC 2-1

2 Witness: Billie J. Richert
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Billie Richert

From: Billie Richert

Sent: Friday, February 01, 2013 11:48 AM

To: Rose, Kevin <Kevin.Rose@moodys.com> (Kevin.Rose@moodys.com)
Subject: Alcan Termination Notice

Kevin,

Attached per your request.

Billie

Case No. 2012-00492

Attachment for Response to KIUC 2-1

1 Witness: Billie J. Richert
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS
CASE NO. 2012-00492

Response to the Kentucky Industrial Utility Customers’
Supplemental Request for Information
dated February 5, 2013

February 12, 2013

Item 2) Provide a copy of any document, letter or rating report
concerning BREC issued by any of the three rating agencies since January
1, 2013. This data request remains active throughout the proceeding. If
BREC obtains any further or supplemental documents or information
subsequent to the preparation and service of BREC’s responses hereto,
please provide such documents or information as part of a supplemental

response.

Response) Please refer to the attached documents provided in the response to
Item 1.

Witness)  Billie J. Richert

Case No. 2012-00492
Response to KIUC 2-2
Witness: Billie J. Richert
Page 1 of 1
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS
CASE NO. 2012-00492

Response to the Kentucky Industrial Utility Customers’
Supplemental Request for Information
dated February 5, 2013

February 12, 2013

Item 3) Identify the Auditing Firm that will perform the Auditl for the
Fiscal Year ending December 31, 2012.

Response) KPMG LLP is the auditing firm performing Big Rivers’ financial

statements audit for the fiscal year ending December 31, 2012.

Witness)  Billie J. Richert

Case No. 2012-00492
Response to KIUC 2-3
Witness: Billie J. Richert
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS
CASE NO. 2012-00492

Response to the Kentucky Industrial Utility Customers’
Supplemental Request for Information
dated February 5, 2013

February 12, 2013

Item 4) Provide any correspondence and documents regarding a
“Going Concern Qualification” between and among BREC and the
Auditing Firm identified in the previous request within the last 12
months. This data request remains active throughout the proceeding. If
BREC obtains any further or supplemental documents or information
subsequent to the preparation and service of BREC’s responses hereto,
please provide such documents or information as part of a supplemental

response.

Response) Please refer to the attached documents.

Witness)  Billie J. Richert

Case No. 2012-00492
Response to KIUC 2-4
Witness: Billie J. Richert
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Billie Richert

From: Charles, Joseph P <jcharles@kpmg.com>
Sent: Thursday, February 07, 2013 5:31 PM

To: Billie Richert; Lyons, Kevin

Subject: RE: Fitch and Moody's Ratings

Thanks Billie. Once you have some info on potential impact of a “going concern” audit report on debt agreements and
KPSC/RUS we can circle back. - joe

From: Billie Richert [mailto:Billie.Richert@bigrivers.com]
Sent: Thursday, February 07, 2013 6:19 PM

To: Charles, Joseph P; Lyons, Kevin

Subject: Fitch and Moody's Ratings

For your files.

Rillie Richert, CPA, CITP

VP Accounting, Rates and CFO
Big Rivers Electric Corporation
201 Third Street

Henderson, KY 42420

Corporate: (270) 827-2561
Office Direct: (270) 844-6190
Mobile: (270) 577-6221

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. it may contain material
of confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information
by persons or entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please
contact the sender and delete the material from your/any storage medium.

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material
of confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information
by persons or entities other than the intended recipient is not aliowed. If you receive this message and the information contained therein by error, please

contact the sender and delete the material from your/any storage medium.
B R R R B R R R R R R R R R R R R R R R R R R R

The information in this email is confidential and may be legally privileged. It is
intended solely for the addressee. Access to this email by anyone else is unauthorized.
If you are not the intended recipient, any disclosure, copying, distribution or any
action taken or omitted to be taken in reliance on it, is prohibited and may be unlawful.
When addressed to our clients any opinions or advice contained in this email are subject

to the terms and conditions expressed in the governing KPMG client engagement letter.
dhkhkhdhhkhhkhhhhkrhbdhdhhdbhkhkdbhhddhhhdhhhdhhhbhhhbhbhkbhkdddhhhhdbhhbhdddbhdbhb bbb hhbhrxn

Case No. 2012-00492

Attachment for Response to KIUC 2-4
Witness: Billie J. Richert
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Billie Richert

Subject: Big Rivers 2013 Liquidity Considerations
Location: Conference Call

Start: Fri 1/25/2013 1:00 PM

End: Fri 1/25/2013 2:00 PM

Show Time As: Tentative

Recurrence: (none)

Meeting Status: Not yet responded

Organizer: Lyons, Kevin

When: Friday, January 25, 2013 2:00 PM-3:00 PM (GMT-05:00) Eastern Time (US & Canada).
Where: Conference Call

Note: The GMT offset above does not reflect daylight saving time adjustments,

Ferkeskes koo krsk ke knok ok

The purpose of this call will be to discuss the liquidity considerations as they relate to fiscal 2013 for Big Rivers and the
impact on our 2012 audit. Attached is a high level summary of the facts that we (KPMG) have put together that we
would like to confirm with Big Rivers as part of the call. The information is based on our call yesterday and the
projections provided.

Thanks,
Kevin

Please use the following call-in:

Toll Numbers: USA 203-280-8225
TollFree Numbers: USA 877-779-1556
Leader Passcode: 5508697
Participant Passcode: 1778789

R Rk R I R S e o o R L L R I 2 b i L 0 P R A

The information in this email is confidential and may be legally
privileged. It is intended solely for the addressee. Access to this email
by anyone else is unauthorized. If you are not the intended recipient, any
disclosure, copying, distribution or any action taken or omitted to be
taken in reliance on it, is prohibited and may be unlawful. When addressed
to our clients any opinions or advice contained in this email are subject
to the terms and conditions expressed in the governing KPMG client

engagement letter.
B R R 1

Case No. 2012-00492

Attachment for Response to KIUC 2-4
Witness: Billie J. Richert
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Big Rivers -
Liquidity and G...

Case No. 2012-00492
Attachment for Response to KIUC 2-4

Witness: Billie J. Richert
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kpmg Liquidity and Going Concern Considerations for
Big Rivers Electric Corporation

Client Period-end
Big Rivers Electric Corporation 12/31/12
Prepared by Date W/P reference
Kevin Lyons 1/24/2013

Purpose:

The purpose of this memorandum is to document our considerations on Big River Electric Corporations ability
to continue as a going concern as discussed in AICPA Auditing Standard AU Section 341.

Backeground:

Big Rivers Electric Corporation (“Big Rivers” or the “Company”) is an electric generation and transmission
cooperative based out of Henderson, Kentucky that owns generating capacity of approximately 1,444
megawatts (MW) in four substantially coal-fired plants and has rights to an additional 212 MW of coal-fired
and 178 MW of contracted hydro capacity. The power generated by Big Rivers is distributed to its three
member distributive cooperatives {Kenergy Corp., Jackson Purchase Energy Corporation, and Meade County
Rural Electric Corporation) under all requirements contracts. Additionally, the power needs (approximately
60% of Big Rivers’ generation) of two large industrial customers in the aluminum smelter industry are supplied
under separate arrangements with one of the cooperative members. The members provide electric power
and energy to industrial, residential, and commercial customers located in portions of 22 western Kentucky
counties. The wholesale rates (inclusive of the aluminum smelters) to Big Rivers’ members are regulated by
the Kentucky Public Service Commission (KPSC) and are subject to approval by the Rural Utilities Service (RUS),
respectfully the Company'’s state and federal regulators.

Procedures:

Per KAM 27.0580 KPMG must perform the following procedures concerning the entity’s ability to continue
operations:

- identify events and conditions that may cast substantial doubt on the entity’s ability to continue as a going
concern for a reasonable period of time by performing risk assessment procedures and by remaining alert
throughout the audit

- perform additional audit procedures when events or conditions that may cast substantial doubt on the
entity's ability to continue as a going concern are identified and we believe there is substantial doubt

- conclude and consider the implications for the auditors' report regarding the entity's ability to continue as
a going concern

- Communicate with those charged with governance

Results:
In consideration of the procedures noted above, KPMG noted the following:

o Century’s Notice to Terminate: On August 20, 2012 Century Aluminum (substantial customer)
served Big Rivers with a 12 month notice of intent to terminate its power contract. Century
Aluminum Co. is a smelter plant in Hawesville, KY that is seeking rate concessions from Big Rivers
due to the declining prices for aluminum and concerns over their ability to operate the facility
Case No. 2012-00492
Attachment for Response to KIUC 2-4
Witness: Billie J. Richert
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under the current contractual electrical rates set between Century and Big Rivers. The impact of
this notice and potential consequences if Century were to terminatie its power contract from a
liquidity perspective are as follows:

= S50 million CoBank, ACB (CoBank) line of credit: Under the terms of this line of credit
agreement, upon a smelter’s notification to terminate its power contract, the Company
no longer has the ability to make draws on this line of credit. As such, as result of
Century’s notice, the Company no longer has access to this $50 million line of credit.
The company is currently in discussions with CoBank to modify this term, but as of this
point in time the terms have not been modified.

= S50 million National Rural Utilities Cooperative Finance Corporation (CFC) line of credit:
Under the terms of this line of credit agreement, upon the termination of a smelter’s
power contract, the Company no longer has the ability to make draws on this line of
credit. As such, asuuming Century will terminate its power contract, beginning August
20, 2013 the Company will no longer have access to this $50 million line of credit. In
consideration of the Company’s liquidity position and ability to continue as a going
concern, the assumption should be made that the Company will not have access to this
line of credit in 2013. The company is currently in discussions with CoBank to modify
this term, but as of this point in time the terms have not been modified.

o Series 1983 Bonds Maturity: On June 1, 2013, the $58.8 million of Series 1983 Pollution Contro!
Bonds mature. The Company has considered its ability to issue new pollution control bonds and
utilize those proceeds to pay the maturing bonds, but based on discussions with their advisors,
current economic conditions and company circumstances indicate that the Company may not be
able issue new bonds and therefore the $58.8 million in its entirety will be due on June 1, 2013.

o 2013 Projections: KPMG obtained the Company’s fiscal 2013 projection and based on those
projections, the Company is projecting other cash from operations and significant cash outflows

as follows:
Cash from operations: $25.1 million
Capital Expenditures: $79.9 million
Net Principal Payement on Debt Obligations: $10.2 million

Note: The net principal payments on debt obligations does not take into consideration the
$58.8M Series 1983 Bonds Maturity.

As such, taking into consideration the information above, cash activity for 2013 would be as
follows:

Projected: Cash from Operations 25.1
Maturity of Pollution Control Bonds (58.8)
Projected: Capital Expenditures {79.9)
Projected: Net principal payments on debt obligations (10.2)
Projected: 2013 Cash Outflows (123.8)

In consideration of this above, the Company would need approxiamtely $123.8 million of
available cash as of December 31, 2012 to cover the projected 2013 cash outflows.
Case No. 2012-00492
Attachment for Response to KIUC 2-4
Witness: Billie J. Richert
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o 2012 Available Cash and Liguidity Position: As of December 31, 2012, the Company had
approximately $110.0 million in cash and cash equivalents. KPMG notes that of this $110.0
million, $60.0 million is restricted for capital expenditures and the Company would be required to
obtain approval from CoBank and the Kentucky Public Service Commission {the commission) prior
to utilizing this $60.0 million to pay the maturing poliution controf bonds. Assuming they are able
to either obtain this approval (or reduce the $79.9 million in capex by $60.0 million accordingly)
and considering project capital expenditures for 2013 are projected to be $79.9 million, it can be
assumed that this $110.0 million in its entirety would be available to the Company for 2013
projected cash outflows. In consideration of this, an updated analysis of 2013 cash outflows
would be as follows:

Cash and cash equivalents as of 12/31/2012 110.0
Projected: Cash from Operations 25.1
Maturity of Pofiution Control Bonds {58.8)
Projected: Capital Expenditures (79.9)
Projected: Net principal payments on debt obligations {10.2)
Projected: 2013 Cash Outflows (13.8)

Under these assumptions, the Company would still have a cash shortfall for fiscal 2013 of
approximately $13.8 million.

However, in addition to the $110.0 million of cash and cash equivalents on hand as of
12/31/2012, there is also approximately $35.0 million in the transition reserve. The transition
reserve was established as a way for the Company to have money set aside in case either one of
the smelters extinguished their contracts with Big Rivers. The Company has the ability to
liquidate this reserve pending comission approval. However, since commission approval is
pending, there is no guarantee that they will receive this approval and therefore we cannot
assume the Company will have access to these funds in considering the Company’s going concern
and liquidity position.

Conclusion:
TBD
A lack of resolution would mean there could be a “going concern” issue.

Discussion points:
- Confirm understanding of facts
- What steps can be taken?
o Additional capex reductions?
o Accelerate approvals on lines of credit or $60 million?
o Permission to use transition reserve?
o Get permission to delay issuance of financial statements?

Case No. 2012-00492

Attachment for Response to KIUC 2-4
Witness: Billie J. Richert
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS
CASE NO. 2012-00492

Response to the Kentucky Industrial Utility Customers’
Supplemental Request for Information
dated February 5, 2013

February 12, 2013

Item 5) Provide a copy of Alcan’s notice of termination of the Alcan
electric service agreement.

Response) Attached hereto is a copy of Alcan’s notice of termination of the Alcan

electric service agreement.

Witness)  Billie J. Richert

Case No. 2012-00492
Response to KIUC 2-5
Witness: Billie J. Richert
Page lof 1



IMARY PRODUCTS CORPORATION

Januay 21, 2013

Mr. Gregory Btarhein
Presiae it anﬂ GES

Liendsrsmn i Kuntucky LG

Nir. Miatk Bailey
President and CEQC

Big Rivers Electiic Corparation
201 Third Strest:

Henderson, Kentucky: 42420

‘Re:  Retail Blectric Service Agreement
NOTCE OF TERNHNATION

Genllemea:

Thils tetterconsiitutes written Nofice of Termindgtion, ih accordance with Séciion 7.3.1¢f
the Retail Elgstic Service Agresmerit, dated July 41, 2089 (“Agresment?), betwssn Alcan
Primary Products: Corporation ("A‘PPC") a whmﬂy-mwned subsidiary -of Alcan Corporafion, and
Kenergy Corp. (“Kensngy™). APPC is the owner and operator of'the aluminum smelter located

in Robards, Kentuclky (the “Sebree Smelter”).

_ ivie! the Apphcatmn, lf ampmved wmulﬁi result m a raie
mcrease . %. There is already substantial doubt that the Sebree Smelter is
sustainabile at fhe currani rate being chamed to APPC. The increase canfemp}abd by‘
Application wouldl remove all doubt whatsesver and ensure that the Sebree: Smelfer is
unprofitable and fherefore: unsustainable. Urder the circumstances, APPC has no:chaice butto

futh s hofice of Termination.

As you are aware, Section 7.8.1 of the Agrssment reguires the President of Alecan
Clorperafion, the corporate. parent of APPC, 1o represent and wartarit that (i) the decision to give
this Notice of Temination reflecis a business judgment made in geed faith to terminate and
ceazsz zll aluminum smelfing operations at the Szhbree Smelter, and {) it has no current
intentioh of re-cofimancing smelling operations at the Sebree Smsifer. Under the presarnt

Case No. 2012-00492

Attachment for Response to KIUC 2-5
Witness: Billie J. Richert
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circumsiances, N, nmmthy Guerra, the President of Alcan Corporafion, miakes thess
representations and wartanties in the: Cedificate attached herato.

| ami advised fhat, netwithstanding the notice: of Centiry Aluminum of Kentusky
(“‘Century’) on August 20, 2042 to terminateits Retail'Electric Service Agresment, dated July 1,
2008, Big. Rivers and Kenargy have entered irto negetiations with Certury to waive the
abhganpns ‘of Section 7.3.1 of't greement and o ofnerwise assist Ce 10 access market
power in order to kesp Century's Hawesville, Kentusky sielter apen. beyond.August 20, 2813
Big Rivers and Kenergy have consistently amd roufingly indicated that they would keep the
Sshree. $melter and Genturyts FHawesville smelter on equal footing in ferms of their respective
agreements. Therefore, inthe evert APPC decides in the: future that market power might be an
aption to keep-the Sebree Smelter operational, APPC would expect the same accommodations
from Big Rivers.and Kemergy on terms.no less favorabile than these offered to Gentury.

APPC appreciates the recent efforts of Big Rivers in offering proposals that would
restructure*the ra’re fmrmula and mther bamc terms ard ccmdltlans of the Agreemerrt VVhle we

‘che pendency m‘ the rate case in hames Q‘F reachmg a mutually accamable accmrd We behuve
that-further discussions would not: be inconsistent with this Notice of Termination and indeed are
approprate in order to find ways to retain the jobs and preserve the economiic benefits-of those
Jjobs for the Commonwealth of Kentucky.

Should .you have any guestions about this Notice of Termindtion, please do not hesitate
to Cortactme orany of my colleagues listed bslow

ALCAN PRIMARY PRODUCTS CORPORATION

cc: Nir. SergeGasselin
Wir. Donzld P. Seberger

Case No. 2012-00492

Attachment for Response to KIUC 2-5
Witness: Billie J. Richert
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QOffice.af'the Prasident

The undersigned, Timothy Guerra, & esiderit of the State of lineis, hereby represarits
and warrantsithat:

1.

He is the duly elected President of Alcan Corporation, a Texas corporation (the
“Company”};

The Company is the ewner of 180% of the issued and outstamding stock of Alcan
Primary Products ‘Corporation, & Texas corporation (‘APPCY, APPC is the owner
and operator of the aluminum smelter located in Rabards, Kentucky (the “Sebree
Smelter’).

By ietter dated and delivered concurreritly herewith, APPC has furnished writien
Nofice of Ternination i accordance with Section 7.3.1 of the Retsil Electric Semice
Agresment, dated July 1, 2009 ("Agresment), between APPC afidd Kenergy Corp.
(the “Notice of Termination”).

The-decisiontd furnish the Nofice of Termination reflects APRC's and the Company's
business judgment made ingeed faith to terminate and icease all aluminum smelting
cperations af the Sebree Smeler and that they have no currert mtertion of
recommencing operations:at that location.

Dated as ofithe 31st day of January, 2013

- Tirmathy Guerra
President o
ALCAN CORPORATION

Case No. 2012-00492

Attachment for Response to KIUC 2-5
Witness: Billie J. Richert
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS
CASE NO. 2012-00492

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

dated February 5, 2013

February 12, 2013

Item 6) Provide the current balance of the Transition Reserve account.

Response) The current balance in the Transition Reserve account at December
31, 2012, is $35,027,098.94.

Witness)  Billie J. Richert

Case No. 2012-00492
Response to KIUC 2-6
Witness: Billie J. Richert
Page 1 of 1
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS
CASE NO. 2012-00492

Response to the Kentucky Industrial Utility Customers’
Supplemental Request for Information
dated February 5, 2013

February 12, 2013

Item 7) Provide the name of the financial institution and type of
account in which the Transition Reserve funds are held.

Response) The Transition Reserve funds are invested in U.S. Government
Agency securities through BB&T Capital Markets.

Witness)  Billie J. Richert

Case No. 2012-00492
Response to KIUC 2-7
Witness: Billie J. Richert
Pagelof 1
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS
CASE NO. 2012-00492

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

dated February 5, 2013

February 12, 2013

Item 8) Provide the current balance of the Economic Reserve account.

Response) The current balance of the Economic Reserve account at December
31, 2012, 1s $80,643,351.14.

Witness)  Billie J. Richert

Case No. 2012-00492
Response to KIUC 2-8
Witness: Billie J. Richert
Page 1 of 1
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS
CASE NO. 2012-00492

Response to the Kentucky Industrial Utility Customers’
Supplemental Request for Information
dated February 5, 2013

February 12, 2013

Item 9) Provide the name of the financial institution and type of
account in which the Economic Reserve funds are held.

Response) The Economic Reserve funds are invested ih U.S. Government
Agency securities through BB&T Capital Markets. The amount needed to meet
current withdraw requirements of the Member Rate Stability Mechanism (MRSM)
is held in a Money Market account through BB&T Capital Markets.

Witness) Billie J. Richert

Case No. 2012-00492
Response to KIUC 2-9
Witness: Billie J. Richert
Pagelof 1
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS
CASE NO. 2012-00492

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

dated February 5, 2013

February 12, 2013

Item 10)  Provide the current balance of the Rural Reserve account.

Response) The current balance of the Rural Economic Reserve account at
December 31, 2012, is $64,663,034.47.

Witness)  Billie J. Richert

Case No. 2012-00492
Response to KIUC 2-10
Witness: Billie J. Richert
Pagelof 1
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS
CASE NO. 2012-00492

Response to the Kentucky Industrial Utility Customers’
Supplemental Request for Information
dated February 5, 2013

February 12, 2013

Item 11)  Provide the name of the financial institution and type of
account in which the Rural Reserve funds are held.

Response) The Rural Economic Reserve funds are invested in U.S. Treasury
Notes through BB&T Capital Markets.

Witness) Billie J. Richert

Case No. 2012-00492
Response to KIUC 2-11
Witness: Billie J. Richert
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